Special Condition 28A: Revenuerestriction definitions in respect of the

Distribution Networ k

1-

In this Special Condition:

AHocation

appropriate auditors

Audit

commercial user
quantity

means any auditors for the time being holding office in
accordance with the requirements of the Companies Act
1985;

means an investigation by appropriate auditors, the scope
and objectives of which shall be set by the licensee and
approved by the Authority;

means the aggregate quantity of gas in kilowatt hours,
taken off the LDZ networkDistribution Networ in

|
respect of the formula year by persons other than the
licensee supplied with at least 5,860,000 kilowatt hours
of gas but less than 1,465,355,000 kilowatt hours of gas

in the formula year;



connected system exit
point

constrained-storage
il

curtailment day

Day

Distribution Network

has the meaning given to that term in

HeenseesTransco plc's Network Code;

means any day in formula year t in respect of which

rights to off-take gas at a given supply point, connected

system exit point or storage connection point have been

curtailed by the licensee;

has the meaning given to that term in

Heensee'sTransco plc’s Network Code;

M eans the relevant gas distribution network defined

vith

Distribution Network
transportation activity

reference to its constituent Local Distribution Zd

nes

(LDZs) as set out in the table below:

Distribution L ocal Distribution Zone (LDZ)
Networ k

North West North West

East of England | East Midlands, Eastern

West Midlands | West Midlands

London North Thames

means the activities of the licensee connected with the

development, administration, maintenance and operation
of the LBZnetweorkDistribution Network and with|the

supply of EBZ-Distribution Network services,




Distribution Network
transportation activity
revenue

Distribution Network
transportation quantity

entry capacity

entry capacity constraint
management services

exit capacity constraint
management services

exit capacity curtail ment
rights

firm entry capacity

means the revenue derived by the licensee from the

supply of EBZ-Distribution Network services to shi pFers
in respect of the Distribution Network transportation
activity (such revenue to be measured on an accruals

basis);

means the aggregate quantity of gas in kilowatt hours
introduced into the LBZ-netwerkDistribution Networlk as

a result of arrangements with shippers in respect of

formula year t less LDZ shrinkage calculated in
accordance with theteensee’sTransco pic's NdMork
Code;

has the meaning given to the term system entry capacity

in the-Heensee'sTransco plc’s Network Code; ‘

means the undertaking of engagements by Transco!plc
relating to the management of rights to input gas to the
NTS;

means the undertaking of engagements by Transco! plc
relating to the management of rights to off- take gas from
the NTS including those relating to NEXAS;

means rights held by the licensee to curtail rights to off-
take gas from the transportation system, other than rights
conferred on the licensee solely for the purpose of taking
emergency steps or force majeure (having the meanings
given to those terms in the—teenseesTransco pIc's
Network Code);

means that entry capacity other than interruptible entry

capacity;



formula year

gigawatt hour or GWh

incremental entry
capacity

incremental entry
capacity services

incremental exit
capacity services

initial NTS SO baseline
entry capacity

interruptible entry
capacity

kilowatt hour or kWh

large user quantity

LDZ capacity

means a period of twelve months commencing on 1
April a 06:00 hours, the irst such formula year (t=1)
commencing 1 April 20042 at 06:00 hours;

means one million kilowatt hours;

means obligated incremental entry capacity and non

obligated incremental entry capacity;

means the undertaking of engagements by Transco! plc
relating to the provision of entry capacity other than NTS
SO baseline entry capacity;

means the undertaking of engagements by Transco|plc

relating to the provison of NTS incremental exit
capacity;

means in respect of each termina and period the NTS

SO baseline entry capacity specified in table A2 of

schedule A within Transco plc’'s NTS GT licence; ‘

has the meaning given to the term interruptible system
entry capacity in the-Heensee'sTransco plc’'s Netv%ork
Code;

means 3,600,000 Joules;

means the sum of the commercial user quartity and the
small interruptible user quantity;
that term in |the

has the meaning given to

Heensee'sTransco plc’s Network Code;



LDZ capacity
curtallment rights

LDZ network or LDZs

LDZ shrinkage

NEXA

non-obligated
incremental entry

capacity

NTS

NTS basaline firm exit
capacity

means exit capacity curtailment rights held by the

licensee in respect of LDZ capacity;

means the aggregate of the local distribution zones
(having the meaning given to that term in [the
HeenseesTransco plc’s Network Code) comprised within
the relevant Distribution Network;

means the sum of LDZ own use gas and LDZ

unaccounted for gas (both having the meanings given to
those terms in the—teensee'sTransco plc's Netv*ork
Code);

means a network exit agreement (having the meaning
given to that term in the-ieensee'sTransco plc’s Netv}/ork
Code);

means firm entry capacity other than obligated entry
capacity;

means the Heensee's-Nrational Tiransmission Ssystem
(having the meaning given to that term in|the

Heensee’sTransco plc’s Network Code);

means in respect of each period the NTS firm exit

ranaritis cnonifiod in tahla A2 Af crhodila A widthin



NTS baseline
interruptible exit

capacity

NTS exit capacity

NTS incrementa exit
capacity

NTS shrinkage

: | :
capacty

NTS SO baseline entry
capacity

capacity specified in table A3 of schedule A within
Transco plc’sNTS GT licence

means in respect of each period the NTS interruptible
exit capacity specified in table A4 of schedule A within
Transco plc’sNTS GT licence

shal have the meaning given to that term in|the

Heensee'sTransco plc's Network Code;

means that NTS exit capacity in excess of NTS baseline
firm exit capacity and NTS baseline interruptible exit

capacity;

means the sum of NTS own use gas and NTS
unaccounted for gas (both having the meanings given to
those terms in the—HeenseesTransco plc's Netv}/ork
Code);

means in respect of each terminal and period that
terminal’sinitial NTS SO baseline entry capacity and that

terminal’s permanent obligated incremental capacity for
which the first day to which such capacity relates has

occurred five or more years previoudly;



NTS system operation
activity or NTS SO
activity

NTStransportation
owner activity or NTS
TO activity

means engagements undertaken by the-HeenseeTransco
plc pursuant to the operation of the NTS, being| the
procuring and using of balancing services for the purpose
of balancing the NTS and the arranging with the NTS
TO activity for the delivery of incremental entry capacity
and NTS incremental exit capacity, including:

() incremental entry capacity services,
(i) incremental exit capacity services,
(iii) residua gas balancing services;

(iv) system balancing services, which include services
pursuant to paragraphs 5 and 6 of standard
condition 7 (Provision of Information Relating to
Gas lllegally Taken);

(v) entry capacity constraint management Services,
(vi) exit capacity constraint management services; and

(vii) the provision of services in relation to gas
quality;

nal's TO basdline fi . fidd in
table-Adofschodule-As

means the activities of the-HeenseeTransco plc connﬁcted
with the development, administration and maintenance



obligated entry capacity

obligated incremental
entry capacity

permanent obligated
incremental entry

capacity

residual gas balancing
services

of the NTS and with the supply of NTS services;

means-therevenue derived-by the licensee fromi-the
e of : i : ¢ the NTS
: . suct | e

means obligated incremental entry capacity and NTS SO
baseline entry capacity;

means that firm entry capacity in excess of NTS SO
baseline entry capacity which the-HeenseeTransco Q‘C is
required to offer for sale in accordance with paragraph
14(5)(b) of Part 2 of Special Condition 28B (Restriction
of revenue in respect of the NTS transportation owner
activity-the Distribution-Network-transportation-activity
and the NTS system operation activity) within Trafsco
plc'sNTS GT licence;

means any obligated incremental entry capacity in
respect of a given termina, which the licensee is
required to offer for sale for a period of five years or

more;

means the undertaking of engagements by Transcd plc

relating to the acquisition or disposal of gas to ensure the
safe and efficient operation of the transportation system;



shipper

short-term NTS SO
baseline entry capacity

small interruptible user
quantity

small user quantity

specified rate

means any gas shipper, or person benefiting from an
exemption under section 6A of the Act from the
prohibition under section 5(1)(c) of the Act, who has
arranged with the licensee for gas to be introduced into,
conveyed by means of, or taken out of the transportation

system,

means initial NTS SO baseline entry capacity other than
long term NTS SO baseline entry capacity;

means the aggregate quantity of gas in kilowatt hours,
taken off the LBZ—networkDistribution Networl# in
respect of formula year t by persons who are supplied

through a supply point that is interruptible (in
accordance with the—HeenseesTransco pic's Netv}/ork
Code) and who are supplied with less than 5,860,000

kilowatt hours of gas in that formula year;

means the Distribution Network transportation quantity
less the sum of the very large user quantity and large

user quantity;

means the base rate of Barclays Bank plc current from
time to time during the period in respect of which the
caculation falls to be made;

subscript t

supply-of LDZ services

MepusrcCoder

means the relevant formula year;



supply of Distribution

R

means the undertaking and performance for gain or

Network services

supply of NTS services

reward of engagements;

(3) in connection with the conveyance of gas through
the Distribution Network: and

(b) for the prevention of the escape of gas which has

been taken off the Distribution Network; and

(c) not for the acquisition or disposal of gas otherwise

than for the efficient operation of the Distributiorn

Network or for replacing gas lost from the system;

means the undertaking and performance for gain and

reward of engagements by Transco plc:

(& in connectionwith the conveyance of gas through the

NTS other than engagements in connection with
activities within the definition of the NTS SO

10



supply point

system balancing
services

(b)

has

Heensee sTransco plc’'s Network Code;

activity; and

for the prevention of the escape of gas, which has
been taken off the NTS, other than to the
network-Distribution Network or any pipeline system

operated by a person holding a gas transporter's
licence or who is exempted from holding such a
licence which but for such pipeline not being
operated by the licensee, would fal within the
definition of the LBZ-netasrkDistribution Netwdlrk;

the meaning given to that term in |the

means the undertaking of engagements by |the

Heenseelransco plc in relation to:

()

(i)

(iii)

the acquisition or disposal of gas to replace gas

lost from the system in respect of NTS shrinkage;

its functions as Top-up Manager (having the
meaning given to that term in |[the

HeenseesTransco plc's Network Code); and

the procurement of gas storage capacity for the
purposes of meeting operating margins
requirements (having the meaning given to that
term in thelicensee'sTransco plc's Netv}/ork
Code);

it _(havinalthe
o I i the licensec s Netlork

11



transportation system means the system (having the meaning given to that term
in the-Heensee'sTransco plc’s Network Code);

Transco plc’'s Network means the Network Code which Transco plc is required
Code

to have in place in accordance with amended standlard

condition 9 of Transco plc’'s Gas Transporter licence;

ad
. Lt hat ol . Lo : I o
regrstration : , | ights:

very large user quantity =~ means the aggregate quantity of gas in kilowatt hours,
taken off the LBZ—networkDistribution Network (n a
formula year by persons other than the licensee supplied
with at least 1,465,355,000 kilowatt hours of gas in the
formula year.

2. Any values derived by reference to the value of revenues accrued, received or
paid by or to the licensee shall be the actual sum accrued, received or paid by
or to the licensee on the date of such accrual, receipt or payment without any
adjustment for inflation or interest after deduction of value added tax (if any)
and any other taxes based directly on the amounts so derived.

12



Special Condition 28B: Restriction of revenue in respect of the NFStranspertation
owher—activity_Distribution Network transportation activity and-NFS-system-operation
.

Part 1 a [Paragraphs 1 — 5]: Not usedFhe-NTS-transportation-owner—activity—revenue

restrictien

13
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* See AppendixB
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Part 1 b The LBZDistribution Network transportation activity revenuerestriction

(North West Distribution Network)

6. Theprincipal restriction

@

2

The licensee shall use its best endeavours in setting its charges to ensure that in
respect of any formula year t the Distribution Network transportation activity
revenue for anythe Distribution Network— covered by this condition (DNR)

(@ If in respect of any formula year the Distribution Network transportation

activity revenue in respect of a relevant Distribution Network exceeds the

maximum Distribution Network transportation activity revenue in respect of
that Distribution Network by more than 4 per cent of the latter, the licensee
shal provide the Authority with a written explanation and, in the next

26




following formula year, the licensee shall not effect any increase in prices for

use of the relevant Distribution Network unless either:

() it has demonstrated to the reasonable satisfaction of the Authority
that the Distribution Network transportation activity revenue in
respect of the relevant Distribution Network would not be likely to
exceed the maximum Distribution Network transportation activity
revenue in respect of the relevant Distribution Network in that next

following formula year; or

(i) the Authority has, on the written application of the licensee,

consented to such an increase in prices.

(b) If, in respect of any two successive formula years, the sums of the amounts
by which the Distribution Network transportation activity revenue in respect
of thea relevant Distribution Network has exceeded the maximum
Distribution Network transportation activity revenue is more than 6 per cent
of the maximum Distribution Network transportation activity revenue in
respect of the relevant Distribution Network for the second of those formula
years, then in the next following formula year the licensee shall if required by
the Authority adjust its prices in respect of the relevant Distribution Network
such that the Distribution Network transportation activity revenue in respect
of the relevant Distribution Network would not be likely in the judgement of
the Authority to exceed maximum Distribution Network transportation
activity revenue in respect of the relevant Distribution Network in that next

following formula year.




N[O |D [N [

7. Distribution Network transportation activity revenue {DNR} (DNR,)

For the purposes of paragraph 6 of Part 1 b of this Special Condition, the Distribution
Network transportation activity revenue in respect of the relevant Distribution Network +

and-in formula year t {DNR)(DNR, ) shall have the meaning given to that term in

Special Condition 28A (Revenue restriction definitions) (and for the avoidance of doubt

shall exclude any revenues derived from excluded services).

8. Maximum Distribution Network transportation activity revenue BNMR-DNMR,

(1) Principal formula

For the purposes of paragraph 6 of Part 1 b of this Special Condition the
maximum Distribution Network transportation activity revenue in respect of the

relevant Distribution Network +and-in formula year t BNMR DNMR , shall be

derived from the following formula:

28 October2004-0+-3.7)



DNMR, =DNZ, + DNF, - DNMRA , - DNK,

where:

PNZ- in respect of the relevant Distribution Network +-shall be derived in

it
DNZ, the following manner:

it it-1 g GTEH it

€ aRP - Xou
DNZ, =DNZ,, 8“31;#0;8 Q

where in respect of the formulayear commencing on 1 April 2004:

DNZ, , =£235,626,263

where;

RPI, means the percentage change (whether of a
positive or a negative value) in the arithmetic
average of the retail price index published or
determined with respect to each of the six
months from July to December (both inclusive)
in formula year t-1 and the arithmetic average of
the retail price index numbers published or
determined with respect to the same months in
relevant year t-2;




Qit

has the vaue of two (2); and
shall be derived from the following formula
0

Q, =(0.65+0.35 2
e W

where;

Wit means the composite user quantity in
respect of the relevant Distribution
Network +in formula year t and shall
be derived from the following

formula:

it it - it - it

w, =B, +(0.15" D,)+(0.05" V,)
where:

Bit is the small user quantity in

respect of the relevant

Distribution Network—i in

formula year t;

Dit is the large user quantity in
respect of the relevant
Distribution Network +—in

formula year t; and

Vit is the very large user
quantity in respect of the

relevant Distribution

Network +in formula year t.




BNZ _=DNZ - Ni- g+ X8 o
it it-1 & ‘é 100 ZH it

where

N i .

o .
i Networks Ni
1 | Scotland 0-083471
2 | North-ofEngland 0-121209
3 | North-West 0-123785
4 Eost ot Enalope 0180627
5 | WestMidlands 0-093774
6 | Wales & the West 0-107805
+ Lopdon obecag
8 | SeuthofEngland 0-182701
i
BNZ =BNZ - g+ X0 o

mMeans the Distribution Network prescribed rates plus the
Distribution Network licence fees in respect of the relevant

Distribution Network in formula year t,

31 October2004-0+-3.7)




where:
Distribution
Network

prescribed
rates

mears the amount of the charge deemed to be incurred
in respect of the prescribed rates or equivalent tax or
duty replacing them levied on the licensee in respect of
eachthe licensee's Distribution Network transportation

activity: in the event that the licensee is not Transco plc,

and is not an affiliate of Transco plc, it will be the

amount of the separate rating assessment for the

licensee’s Distribution Network transportation activity

including (where relevant) metering: in the event that

the licensee is Transco plc or an affiliate of Transco plc
it shall be calculated as follows;

a) in the event that a-separate rating assessments is-are
provided in respect of each Distribution Network

transportation activity carried out by Transco plc or an

daffiliate of Transco plc, and in respect of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, the charge
shall be the amount so assessed

b) in the event that a separate rating assessment is not
provided in respect of any of the Heensee's-Distribution

Network transportation activities carried out by Transco

plc or an affiliate of Transco plc, and of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, and if each

of the 8 Distribution Networks owned by Transco plc on

1 April 2004 continue to be owned by Transco plc or an

affiliate of Transco plc, the total charge in respect of the

licensee’s Distribution Network transportation owner
activity shall be 12.1314% of 83% of the prescribed



rates or equivalent tax replacing them levied en-the
Heensee-in respect of the licensee and its affiliates Hs

NTS transportation owner activity and the Distribution
Network transportation activity.;-the-percentage-ef-such
I . : I ctributi I

: R i the table balow.

I
|

@ [N |[® |01 (bW N (B[O |+

In any other circumstance, the licensee shall perform

attributions and allocations of cost between the NTS

Transportation owner activity, the Distribution Network

Transportation activity, and (where relevant) Metering

activities:

- on an objective basis;




- in a manner calculated not to benefit unduly the

licensee or any other company or organisation,

- wherever practicable, on a consistent basis from one

formula period to the next.

In the event that the licensee receives a separate rating
assessment or assessments in respect of gas meters
connected to the licensee's pipeline system in respect of
periods from 1 April 2005 onwards,-on-orafter1%-Aprit

2005 the resultant charges shall be-alecated-by—the
i I I {stribut I

shall-accordinghy-be deemed to constitute an element of
the Distribution Network prescribed rates—and—NTS

prescribed-rates-as-so-altocated and shall be treated by

the licensee in accordance with Special Condition 29.

Distribution
Network
licencefee  Distribution Network transportation activity under

means payments made by the licensee in respect of the

standard condition 3 (Payments by the Licensee to the
Authority) in respect of the relevant Distribution
Network +—and—in formula year t determined in

accordance with the methodology determined by the
Authority for the purposes of that condition.

DNMRA- means the mains replacement expenditure adjustment (whether

DNMRA, positive or negative value) in respect of the relevant Distribution
Network and-in formula year t and shall be derived in accordance
with paragraph 8(2) of Part 1 b of this Special Condition; and




(2)

PNK- Means the Distribution Network transportation activity revenue

DNK, adjustment factor to the Distribution Network transportation activity
revenue over or under recovery in respect of the relevant Distribution
Network +and-in formula year +1 and shall be derived in accordance
with paragraph 8(4) of Part 1 b of this Special Condition.

Mainsreplacement expenditure adjustment (DNMRA)

For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the mains
expenditure adjustment in respect of the relevant Distribution Network -andin
formula year t {DNMRA-)}(DNMRA ) shall be derived from the following

manner:

If E—>AM-E, >AM,, then:

A, 0.
& 1004

DNMRA , :§i+i9' J,” 1,000,000- (05" E,)- (0.5 AM,)
e 100g

Otherwise:

A G

DNMRA , =31+ —~-2 3,7 1,000,000- (0.67" E,)- (0.33" AM,)
e 100g

where:

A, means the mains RPI in respect of formula year t;




+-E

it

AM

means the price control initial projection allowance in respect of the
relevant Distribution Network #andin formula year t and shall have
the values set out in the following table:

Price control mains Formula year t

allowance =1 =z t=13 t=42 t=35
=0 242 262

=2 35.0 374 374
=3

43.4 50.0 56.1

ofzfafule

means the outturn mains costs in respect of the relevant Distribution
Network andin formula year t;

means the matrix mains cost in respect of the relevant Distribution
Network——and in formula year t and shall be derived in accordance
with paragraph 8(3) of Part 1 b of this Special Condition.

where:
Included means all mains which prior to decommissioning formed |
mans mains which operated at low, medium or intermediate
distribution pressures;
mains RPI means the percentage change (whether of a positive or

negative value) in the arithmetic average of the retail
price Index numbers published or determined with
respect to each of the twelve months April to March
(both inclusive) in formula year t and the arithmetic
average of the retail price index numbers published or
determined with respect to the period from January to



3) Matrix mains cost (

@

outturn mains
cost

non standard
mains
materials

For the purposes of paragraph 8(2) of Pat 1 b of this Specid
Condition the matrix mains cost in respect of the relevant Distribution
Network—and_in formula year t (AM;;) shdl be derived in the following

manner:

AM, §+A o eo L
& 1004 en1

where:

A

t

AM--AM,))

December (both inclusive) 2000;

means the costs reasonably attributable to the

replacement and decommissioning of included mains

composed of non standard mains materials in respect of

the relevant Distribution Network +and-in formula year t |
excluding costs reasonably attributable to rechargeable

diversions; and

mains which are not composed of polyethylene or a |
similar polymer based material (other than polyvinyl

chloride (PVC)) or of steel provided with cathodic

protection.

" U,)g 1,000
u

shall have the meaning given to that term in paragraph 8(2) of

Part 1 b of this Special Condition;

+—L

n,i,t nt

means the length of mains in kilometres decommissioned in |

respect of diameter band n, the relevant Distribution Network—i|

and formula year t where the diameter bands shall be defined as

37 October2004-0+-3.7)



set out in the following table, save that in respect of any
diameter of mains not covered by the table or mains measured
in metric measurement shall be reported in the diameter band

corresponding to the nearest imperial equivalent

Diameter band n | Nominal internal diameter of
mains decommissioned (inches)

2-3

4-5

6-7

8-9

10-12

O O W N K

Greater than 12

means the specific matrix costs in respect of diameter band n,
the relevant Distribution Network +and formula year t as set out

in the following tables

Diameter t=1 t=2 =3 t=4 t=5
band-n

1 At 46.1

2 A4 A2

3 1153 | 1179

4 1798 | 1909

5 2117 | 2254

6 3068 | 3168

— ” : E 5
Diameter =1 =2 =3 =4 =5
band-n

1 438 | 412 | 399
2 553 | 519 | 502
3 850 | 499 | *5
4 1168 | 1098 | 1064
5 1845 | 1545 | 14986
6 2623 | 2466 | 2390




Diameter =1 =2 =3 =4 =5
band-n
1 441 429 421
2 581 56.7 556
3 s Le0 224
4 1254 121.7 1195
5 1751 | 1896 | 1665
6 286+ 282 234
=3 Specific matrix costs (£ per metre)
Diameter =1 =2 t=13 | t=24 | t=35
band n
1 52.4 49.6 47.9
2 66.8 65.2 63.3
3 101.8 95.5 91.8
4 137.7 129.2 124.2
5 204.3 191.7 183.7
6 351.6 3290.1 316.1
Diameter =1 = =3 =4 ==
band-n
1 50.6 523 50.9
2 544 578 564
3 89.8 915 889
4 a0 s 00
5 181.0 186.2 180.7
6 2453 2793 2741
-5 ” : E E
Diameter =1 =2 =3 =4 =5
band-n
1 547 529 524
2 cE9 629 616
39 October2004-4v-3.2)




3 904 | 950 | 940
4 1555 | 1486 | 1469
5 2154 | 2058 | 2037
6 3004 | 2040 | 2880
=8 Specificmatrixcosts{£ per metre)
Diameter | t=1 =2 t=3 t=4 t=5
band-n

1 541 | 504 | 465
2 623 | 583 | 537
3 914 | 83 | 786
4 1371 | 1280 | 1479
5 1707 | 1594 | 1465
6 2854 | 2663 | 2453
— — :

Diameter | t=1 =2 t=3 t=4 t=5
band-n

1 642 | 632 | 616
2 729 | 787 | 748
3 1085 | 1059 | 1032
4 2116 | 20868 | 2012
5 3042 | 2043 | 2865
6 4458 | 4352 | 4240
i=8 Specific-matrix-costs{£ permetre)
Diameter | =1 =2 =3 t=4 t=5
band-n

1 610 | 619 | 610
2 649 | 657 | 649
3 809 | 912 | 900
4 1413 | 1434 | 1416
5 1000 | 1928 | 1903
6 3301 | 3948 | 339.8




S Means the sum over the diameter bands n of
a LU L U,

n=1 nit njit

(b) On or before 31 July in each formula year t in respect of the relevanteach
Distribution Network-, the licensee shall prepare and provide to the Authority
areport providing details of:

() the mains replacement work completed in respect of the previous
formula year in kilometres of length of mains decommissioned

(excluding rechargeable diversions) by diameter band; and
(i) detailing the outturn mains costs in respect of formula year t-1.

(o) For the purposes of paragraph 8(3)(b) of Part 1 b of this Special Condition,
rechargeable diversions means mains decommissioned or replaced at the
request of a party other than the licensee and where the cost of the work is
recovered or is expected to be recovered from that party (or another) by the

licensee.

(d) The licensee shal dlow the Authority or a duly authorised nominated
representative of the Authority on the provision of reasonable prior written
notice access to its staff, records and facilities as the Authority may
reasonably require or as may be necessary for the purpose of enabling the
Authority to establish to its reasonable satisfaction that the information to be
provided by the licensee under sub-paragraph 3(4)8(3)(b) of Part 1 b of this |
Speciad Condition above fairly presents the outturn mains costs and lengths

and diameters decommissioned in formula year t.
4 Distribution Network transportation activity revenue adjustment (DNKj;) ‘

(@ For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the
Distribution Network transportation activity revenue adjustment in respect of

the relevant Distribution Network i-ane-in formula year t {DNK-—)(DNK,) ‘

shall be derived from the following manner:

41 Oetober2004-v-3-#)



()  Inrespect of the formula year commencing on 1 April 20042:

DNK-—=—£31.625:049DNK, = £2,531,611

it

it1 it- & 100 Q

o
it it-1 it-1 ie 100ﬂ
) (ii) and thereafter
0
it it-1 it-1 & 100g
s
DNK, = (DNR,, -DNMR ;)" &1+—+2
e 100g

where;

|'[

ra a Q al BT~ a alall\FaiV.V/a aala ala nNe-averade

specified-ratephus-3-means the percentage interest rate
in respect of formula year t which is equa to:
(a) in the event that the licensee and its affiliates

taken together own one Distribution Network,
where DNK; (taking no account of | for this




9. Calculation of quantities

@

(b)

purpose) has a positive vaue, the average

specified rate plus 3 or, where DNK; (taking no

account of | for this purpose) has a negative

value, the average specified rate;

in the event that the licensee and its affiliates

taken together own more than one Distribution

Network, the value given under (a), except that,

where the sum of DNK; (taking no account of I

for this purpose) for all such networks has a

negative value the percentage interest rate for

each Distribution Network shall be the average
specified rate, and where the total of DNK;
(taking no account of I for this purpose) for all

such networks has a postive vaue, the

percentage interest rate for each Distribution

Network shall be the average specified rate plus

In Part 1 b of this Special Condition in respect of the definitions of commercial
user quantity, very large user quantity and small interruptible user quantity, the
licensee shall determine loads attributable to the small interruptible user quantity,
commercial user quantity and very large user quantity on the basis of volumes
reasorably expected to have been off-taken from the relevant Distribution
Network during the formula year having regard to daily meter reads or if these are
not available the licensee shall use reasonable estimates of the volumes likely to
be off-taken from the relevant Distribution Network in accordance with the




10.

@

2

process for determination of such volumes pursuant to the Heensee s-Transco

plc’s Network Code.

Reporting obligations

Where the licensee publishes any statement or revised or amended statement asto
its Distribution Network transportation charges under amended standard condition
4 (Charging Gas Shippers — Generad), the Licensee shall not later than twenty
eight days prior to the time of such publication provide the Authority with:

(@ awritten forecast of maximum Distribution Network transportation activity
revenue together with its components, in respect of —each—the relevant
Distribution Network to which the statements referred to in paragraph 10(1)
relate and in respect of the formula year in which the change in such charges

isto take effect and also in respect of the next following formula years, and

(b) a written estimate of the maximum Distribution Network transportation
activity revenue together with its components, in respect of eseh-the relevant
Didtribution Network to which the statements referred to in paragraph 10 (1)
relate and in respect of the formula year immediately preceding the formula
year in which the change in such charges is to take effect unless a statement
complying with paragraph 10(4) of Part 1 b of this Special Condition in
respect of the firs mentioned formula year has been furnished to the
Authority before publication of the proposed change to such charges.

If, within three months of the commencement of any formula year, the licensee
has not published or effected any such change in its Distribution Network
transportation charges under amended standard condition 4 (Charging Gas
Shippers — General) the licensee shall provide the Authority with a written
forecast of the maximum Distribution Network transportation activity revenue in
respect of eachthe relevant Distribution Network and together with its

components, in respect of that formula year.



(3)  Any forecasts as aforesaid shall be accompanied by such information as may be
necessary to enable the Authority to be reasonably satisfied that the forecasts have

been properly prepared on a consistent basis.

4 Not later than six weeks after the commencement of the formula year, the licensee
shall send to the Authority a satement as to whether or not, in its opinion,
paragraphs 6(1) and 6(2) of Part | b of this Special Condition above apply in
respect of that formula year and its best estimate of what BNK—DNK, (as
defined in paragraph 8(4) of Part 1 b this Special Condition) is likely to be in that
formulayear in respect of the relevant each Distribution Network.

(5)  The licensee shall send to the Authority, not later than three months after the end
of each formula year, a statement in respect of eachthe relevant Distribution
Network showing the Distribution Network transportation activity revenue, the
Distribution Network transportation quantity and the commercial user quantity,
the very large user quantity and the small interruptible user quantity in respect of
that formula year which shall be certified by a Director of the licensee on behalf
of the licensee stating that the information is correct to the best of his knowledge

and belief having made all reasonable enquiries.

(6)  The statement referred to in sub-paragraph (5) above shall be accompanied by a
report from an appropriate auditor that, in its opinion, that statement fairly
presents the Distribution Network transportation activity revenue, the Distribution
Network transportation quantity and the commercial user quantity, the very large
user quantity and the small interruptible user quantity, H-each-case-in relation to
eachthe relevant Distribution Network in accordance with the requirements of this
Special Condition.

11. Disapplication of the Distribution Network transportation activity revenue

restriction

(1)  The Distribution Network transportation activity revenue restriction conditions

shall apply so long as this licence continues in force but shall cease to have effect




2

3

(4)

©)

in such drcumstances and at such times as are described in paragraphs 11(2) to
11(7) of Part 1 b of this Special Condition.

The Distribution Network transportation activity revenue restriction conditions
shall cease to have effect (in whole or in part as the case may be) if the licensee
delivers to the Authority a disapplication request made in accordance with
paragraph 11(3) of Part 1 b of this Special Condition or notice is given to the
Authority by the licensee in accordance with either paragraph 11(6) or paragraph
11(7) of Part 1 b of this Special Condition.

A disapplication request shall:

(i) beinwriting addressed to the Authority;

(i) specify the Distribution Network transportation activity revenue restriction
conditions (or any part or parts thereof) to which the request relates;

(iii) specify the Distribution Network (or any part or parts thereof) to which the
request relates; and

(iv) doatethe date (being not earlier than the date referred to in paragraph 11(5) of
Part 1 b of this Specia Condition) from which the licensee wishes the
Authority to agree that the conditions shall cease to have effect, (the
disapplication date).

The licensee may withdraw a disapplication request at any time.

Save where the Authority otherwise agrees, no disapplication following delivery
of a disapplication request pursuant to paragraph 6 of Part 1 b of this Special
Condition shall have effect until a date being the earlier of:

(@ not lessthan 18 months after delivery of the disapplication request; and

(b) 31st March 2007.



(6)

(")

If the Authority has not made a reference to the Competition Commission under
section 24 of the Act relating to the modification of Part 1 b of this Specia

Condition or the part or parts thereof specified in the disapplication request before
the beginning of the period of 12 months which will end with the disapplication
date and the licensee has not withdrawn this disapplication request, the licensee
may deliver written notice to the Authority terminating the application of Part 1 b
of this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or a later date.

If the Competition Commission makes a report on a reference made by the
Authority relating to the modification of Part 1 b of this Special Condition or the
part or parts thereof specified in the disapplication request and such report does
not include a conclusion that the cessation of such revenue restrictions in Special
Condition 28B Part 1 b, in whole o in part, operates or may be expected to
operate againsgt the public interest, the licensee may within 30 days after the
publication of the report by the Authority in accordance with section 25 of the Act
deliver to the Authority written notice terminating the application of Part 1 b of
this Specia Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or such alater date.
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Part 1 b The LBZDistribution Network transportation activity revenuerestriction

(East of England Distribution Network)

6. Theprincipal restriction

(1)  The licensee shal use its best endeavours in setting its charges to ensure that in
respect of any formula year t the Distribution Network transportation activity
revenue for anythe Distribution Network— covered by this condition (DNR)

(20 (@ |If in respect of any formula year the Distribution Network transportation
activity revenue in respect of a relevant Distribution Network exceeds the
maximum Distribution Network transportation activity revenue in respect of
that Distribution Network by more than 4 per cent of the latter, the licensee
shall provide the Authority with a written explanation and, in the next
following formula year, the licensee shall not effect any increase in prices for
use of the relevant Distribution Network unless either:

() it has demonstrated to the reasonable satisfaction of the Authority
that the Distribution Network transportation activity revenue in
respect of the relevant Distribution Network would not be likely to
exceed the maximum Distribution Network transportation activity
revenue in respect of the relevant Distribution Network in that next

following formula year; or

(i) the Authority has, on the written application of the licensee,
consented to such an increase in prices.

(b) If, in respect of any two successive formula years, the sums of the amounts
by which the Distribution Network transportation activity revenue in respect




of thea relevant Distribution Network has exceeded the maximum
Distribution Network transportation activity revenue is more than 6 per cent
of the maximum Distribution Network transportation activity revenue in
respect of the relevant Distribution Network for the second of those formula
years, then in the next following formula year the licensee shall if required by
the Authority adjust its prices in respect of the relevant Distribution Network
such that the Distribution Network transportation activity revenue in respect
of the relevant Distribution Network would not be likely in the judgement of
the Authority to exceed maximum Distribution Network transportation
activity revenue in respect of the relevant Distribution Network in that next

following formula year.

N[O |D [N |[O




7. Distribution Network transportation activity revenue {DNR}(DNR,)

For the purposes of paragraph 6 of Part 1 b of this Special Condition, the Distribution
Network transportation activity revenue in respect of the relevant Distribution Network +
and-in formula year t {DNR}(DNR, ) shall have the meaning given to that term in

Special Condition 28A (Revenue restriction definitions) (and for the avoidance of doubt
shall exclude any revenues derived from excluded services).

8. Maximum Distribution Network transportation activity revenue- BNMR;DNMR

(1) Principal formula

For the purposes of paragraph 6 of Part 1 b of this Special Condition the
maximum Distribution Network transportation activity revenue in respect of the
relevant Distribution Network +and-in formula year t BNMR DNMR  shall be

derived from the following formula:

DNMR, =DNZ, + DNF, - DNMRA | - DNK,
where;

PNZ- in respect of the relevant Distribution Network +shall be derived in

it

DNZ, the following manner:

DNZ, =DNz,,” §+Z X o
& & 100 g




where in respect of the formula year commencing on 1 April 2004:

DNZ, , = £343825,706

where:

RPI,

Qit

means the percentage change (whether of a
positive or a negative value) in the arithmetic
average of the retail price index published or
determined with respect to each of the six
months from July to December (both inclusive)
in formula year t-1 and the arithmetic average of
the retall price index numbers published or
determined with respect to the same months in
relevant year t-2;

has the value of two (2); and

shall be derived from the following formula

_ O
@

gO .65+0.35"

t1
O
ﬂ

where;

Wit means the composite user quantity in
respect of the relevant Distribution
Network in formula year t and shall
be derived from the following

formula:

it — “it . it ' it

W, =B, +(0.15" D,)+(0.05" V,)
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where:

Bit is the small user quantity
in respect of the relevant
Distribution Network +in

formula year t;

Dit is the large user quantity
in respect of the relevant
Distribution Network +in

formula year t; and

Vit iIs the very large user
guantity in respect of the
relevant Distribution

Network +in formula year

BNZ =DNZ - Ni- g+ X8 o
it it-1 & ‘é 100 ZH it
where
N . |
o -~




i Mebaors Ni

1 Seeiond 0082471
2 Mertr—aimrglame 0421200
3 Pedailest 0422788
4 Eost ot Enalope 01802y
5 West-Midlands 0002772/,
5 Wales-&the West 04072808
+ London 04028
8 | southofEngland 0.182701

Lepiprnssoctaropbooayont fopennla voore
DNZ, =DNZ g+ X8 o

DNF- mMeans the Distribution Network prescribed rates plus the
DNF Disgtribution Network licence fees in respect of the relevant
Distribution Network +in formula year t,

where;




Distribution means the amount of the charge deemed to be incurred

Network
prescribed
rates

in respect of the prescribed rates or equivaent tax or
duty replacing them levied on the licensee in respect of
eaehthe licensee’s Distribution Network transportation

activity: in the event that the licensee is not Transco plc,

and is not an dffiliate of Transco plc, it will be the

amount of the separate rating assessment for the

licensee's Distribution Network transportation activity

including (where relevant) metering: in the event that

the licensee is Transco plc or an affiliate of Transco plc
it shall be calculated as follows;

a) in the event that a-separate rating assessments is-are
provided in respect of each Distribution Network

transportation activity carried out by Transco plc or an

affiliate of Transco plc, and in respect of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, the charge
shall be the amount so assessed

b) in the event that a separate rating assessment is not
provided in respect of any of the Heensee s-Distribution

Network transportation activities carried out by Transco

plc or an dffiliate of Transco plc, and of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, and if each

of the 8 Distribution Networks owned by Transco plc on

1 April 2004 continue to be owned by Transco plc or an

affiliate of Transco plc, the total charge in respect of the

licensee's Distribution Network transportation owner
activity shall be 19.8953% of 83% of the prescribed
rates or equivalent tax replacing them levied en-the
Heensee-in respect of the licensee and its affiliates Hs




NTS trangportation owner activity and the Distribution
Network transportation activity.;-the-percentage-of-sueh
| . | ctributi |

: L i the table balow.

I
|

@ [N | (¢ [b|W|N [ |O |+

In any other circumstance, the licensee shall perform

attributions and allocations of cost between the NTS

Transportation owner activity, the Distribution Network

Transportation activity, and (where relevant) Metering

activities:;

- On an objective basis;

- in a manner calculated not to benefit unduly the

licensee or any other company or organisation;




- wherever practicable, on a consistent basis from one

formula period to the next.

In the event that the licensee receives a separate rating
assessment or assessments in respect of gas meters
connected to the licensee’s pipeline system in respect of
periods from 1 April 2005 onwards,-on-orafter1%-Aprit

2005 the resultant charges shall be-alecated-bythe
i I I {stribut I

shall-accordinghy-be deemed to constitute an element of
the Distribution Network prescribed rates—and—NTS

prescribed-rates-as-so-altocated and shall be treated by

the licensee in accordance with Special Condition 29.

Distribution
Network o _ o
licencefee  Didtribution Network transportation activity under

means payments made by the licensee in respect of the

standard condition 3 (Payments by the Licensee to the
Authority) in respect of the relevant Distribution
Network i—and—in formula year t determined in

accordance with the methodology determined by the
Authority for the purposes of that condition.

DNMRA- means the mains replacement expenditure adjustment (whether

DNMRA, positive or negative value) in respect of the relevant Distribution
Network +andin formula year t and shall be derived in accordance
with paragraph 8(2) of Part 1 b of this Special Condition; and




(2)

PNK- Means the Distribution Network transportation activity revenue

DNK, adjustment factor to the Distribution Network transportation activity
revenue over or under recovery in respect of the relevant Distribution
Network +ane-in formula year 1 and shall be derived in accordance
with paragraph 8(4) of Part 1 b of this Special Condition.

Mainsreplacement expenditure adjustment (DNMRA)

For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the mains
expenditure adjustment in respect of the relevant Distribution Network —andin
formula year t {DNMRA-)}(DNMRA ) shall be derived from the following

manner:

If E—>AM-E, >AM,, then:

A, 0.
& 1004

DNMRA , :§i+i9' J,” 1,000,000- (05" E,)- (0.5 AM,)
e 100g

Otherwise:

A G

DNMRA , =31+ —~-2 3,7 1,000,000- (0.67" E,)- (0.33" AM,)
e 100g

where:

A, means the mains RPI in respect of formula year t;
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it

AM

means the price control initial projection alowance in respect of the
relevant Distribution Network and-in formula year t ard shall have
the values set out in the following table:

Price control mains Formula year t

allowance =1 =z t=13 t=42 t=35
=0 242 262

=1 23.0 22.9 22.2
=2 35.0 374 374
=3 434 50.0 56.1

5|5
B
S
4

means the outturn mains costs in respect of the relevant Distribution
Network andin formula year t;

means the matrix mains cost in respect of the relevant Distribution
Network——and _in formula year t and shall be derived in accordance
with paragraph 8(3) of Part 1 b of this Special Condition.

where:
Included means all mains which prior to decommissioning formed |
mans mains which operated at low, medium or intermediate
distribution pressures;
mains RPI means the percentage change (whether of a positive or

negative value) in the arithmetic average of the retail
price Index numbers published or determined with
respect to each of the twelve months April to March
(both inclusive) in formula year t and the arithmetic
average of the retail price index numbers published or
determined with respect to the period from January to



3) Matrix mains cost (

@

outturn mains

cost

non standard

mains

materials

For the purposes of paragraph 8(2) of Part 1 b of this Specid
Condition the matrix mains cost in respect of the relevant Distribution
Network-i—andin formula year t (AM;;) shall be derived in the following

manner:

AM, =8+ L
e

where:

A

t

+—L

n,i,t

nt

AM--AM,))

A O eo
100@ Enl m

shall have the meaning given to that term in paragraph 8(2) of
Part 1 b of this Special Condition;

means the length of mains in kilometres decommissioned in

respect of diameter band n, the relevant Distribution Network—+

December (both inclusive) 2000;

means the costs reasonably attributable to the
replacement and decommissioning of included mains
composed of non standard mains materials in respect of
the relevant Distribution Network andin formula year t |
excluding costs reasonably attributable to rechargeable

diversions;, and

mains which are not composed of polyethylene or a
similar polymer based material (other than polyvinyl
chloride (PVC)) or of steel provided with cathodic
protection.

" U,)g 1,000
u

and formula year t where the diameter bands shall be defined as
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set out in the following table, save that in respect of any
diameter of mains not covered by the table or mains measured
in metric measurement shall be reported in the diameter band

corresponding to the nearest imperial equivalent

Diameter band n | Nominal internal diameter of
mains decommissioned (inches)

2-3

4-5

6-7

8-9

10-12

O O W N K

Greater than 12

means the specific matrix costs in respect of diameter band n,
the relevant Distribution Network-i and formula year t as set out

in the following tables

Diameter t=1 t=2 =3 t=4 t=5
band-n

1 At 46.1

2 A4 A2

3 1153 | 1179

4 1798 | 1909

5 2117 | 2254

6 3068 | 3168

— ” : E 5
Diameter =1 =2 =3 =4 =5
band-n

1 438 | 412 | 399
2 553 | 519 | 502
3 850 | 499 | *5
4 1168 | 1098 | 1064
5 1845 | 1545 | 14986
6 2623 | 2466 | 2390




Diameter =1 =2 =3 =4 =5
band-n
1 441 42.9 421
2 581 567 556
3 92.8 90.0 884
4 1254 | 1217 | 1195
5 1751 | 1896 | 1865
6 2867 | 2782 | 2731
= - : ; 5
Diameter =1 t=2 =3 t=4 t=5
band-n
1 524 49.6 47.9
2 66.8 65.2 633
3 1018 95.5 918
4 1377 | 1292 | 1242
5 2043 | 1917 | 18374
6 3516 | 3291 | 3161
=4 Specific matrix costs (£ per metre)
Diameter =1 t=2 t=13 t=24 t=35
band n

50.6 52.3 50.9
2 57.1 57.8 56.4
3 89.8 915 88.9
4 136.9 141.6 140.0
5 181.0 | 186.2 | 180.7
6 2453 | 2793 | 2741
=5 " : E 5
Diemoter =1 =2 =3 t=4 =5
band-n
1 547 529 524
2 65.9 62.9 616

61




3 904 | 950 | 940
4 1555 | 1486 | 1469
5 2154 | 2058 | 2037
6 3004 | 2040 | 2880
=8 Specificmatrixcosts{£ per metre)
Diameter | t=1 =2 t=3 t=4 t=5
band-n

1 541 | 504 | 465
2 623 | 583 | 537
3 914 | 83 | 786
4 1371 | 1280 | 1479
5 1707 | 1594 | 1465
6 2854 | 2663 | 2453
— — :

Diameter | t=1 =2 t=3 t=4 t=5
band-n

1 642 | 632 | 616
2 729 | 787 | 748
3 1085 | 1059 | 1032
4 2116 | 20868 | 2012
5 3042 | 2043 | 2865
6 4458 | 4352 | 4240
i=8 Specific-matrix-costs{£ permetre)
Diameter | =1 =2 =3 t=4 t=5
band-n

1 610 | 619 | 610
2 649 | 657 | 649
3 809 | 912 | 900
4 1413 | 1434 | 1416
5 1000 | 1928 | 1903
6 3301 | 3948 | 339.8




S Means the sum over the diameter bands n of
a LU L U,

n=1 nit njit

(b) On or before 31 July in each formula year t in respect of eachhe relevant
Distribution Network i-the licensee shall prepare and provide to the Authority
areport providing details of:

() the mains replacement work completed in respect of the previous
formula year in kilometres of length of mains decommissioned

(excluding rechargeable diversions) by diameter band; and
(i) detailing the outturn mains costs in respect of formula year t-1.

(o) For the purposes of paragraph 8(3)(b) of Part 1 b of this Special Condition,
rechargeable diversons means mains decommissioned or replaced at the
request of a party other than the licensee and where the cost of the work is
recovered or is expected to be recovered from that party (or another) by the

licensee.

(d) The licensee shdl alow the Authority or a duly authorised nominated
representative of the Authority on the provision of reasonable prior written
notice access to its taff, records and facilities as the Authority may
reasonably require or as may be necessary for the purpose of enabling the
Authority to establish to its reasonable satisfaction that the information to be
provided by the licensee under sub-paragraph 3(4)8(3)(b) of Part 1 b of this
Speciad Condition above fairly presents the outturn mains costs and lengths

and diameters decommissioned in formula year t.
4 Digtribution Network transportation activity revenue adjustment (DNK(;)

(@ For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the
Distribution Network transportation activity revenue adjustment in respect of

the relevant Distribution Network i-ardiin formula year t {DNK-—)(DNK,)

shall be derived from the following manner:




()  Inrespect of the formula year commencing on 1 April 20042:

DNK-—=—£31.625.049DNK, = £3,694,125

it

it1 it- & 100 Q

o
it it-1 it-1 ie 100ﬂ
) (ii) and thereafter
0
it it-1 it-1 & 100g
s
DNK, = (DNR,, -DNMR ;)" &1+—+2
e 100g

where;

|'[
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specified-ratephus-3-means the percentage interest rate

in respect of formula year t which is equa to:
(a) in the event that the licensee and its affiliates

taken together own one Distribution Network,
where DNK; (taking no account of | for this




9. Calculationof quantities

@

(b)

purpose) has a positive vaue, the average

specified rate plus 3 or, where DNK; (taking no

account of | for this purpose) has a negative

value, the average specified rate;

in the event that the licensee and its affiliates

taken together own more than one Distribution

Network, the value given under (a), except that,

where the sum of DNK; (taking no account of I

for this purpose) for all such networks has a

negative value the percentage interest rate for

each Distribution Network shall be the average
specified rate, and where the total of DNK;
(taking no account of I for this purpose) for all

such networks has a positive vaue, the

percentage interest rate for each Distribution

Network shall be the average specified rate plus

In Part 1 b of this Specia Condition in respect of the definitions of commercial
user quantity, very large user quantity and small interruptible user quantity, the
licensee shall determine loads attributable to the small interruptible user quantity,
commercial user quantity and very large user quantity on the basis of volumes
reasonably expected to have been off-taken from the relevant Distribution
Network during the formula year having regard to daily meter reads or if these are
not available the licensee shall use reasonable estimates of the volumes likely to

be off-taken from the relevant Distribution Network in accordance with the
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process for determination of such volumes pursuant to the Heensee s-Transco

plc’s Network Code.

Reporting obligations

Where the licensee publishes any statement or revised or amended statement as to
its Distribution Network transportation charges under amended standard condition
4 (Charging Gas Shippers — Genera), the Licensee shall not later than twenty
eight days prior to the time of such publication provide the Authority with:

(@ awritten forecast of maximum Distribution Network transportation activity
revenue together with its components, in respect of esch-the relevant
Distribution Network to which the statements referred to in paragraph 10(1)
relate and in respect of the formula year in which the change in such charges

isto take effect and also in respect of the next following formula years, and

(b) a written estimate of the maximum Distribution Network transportation
activity revenue together with its components, in respect of eseh-the relevant
Didtribution Network to which the statements referred to in paragraph 10 (1)
relate and in respect of the formula year immediately preceding the formula
year in which the change in such charges is to take effect unless a statement
complying with paragraph 10(4) of Part 1 b of this Special Condition in
respect of the firs mentioned formula year has been furnished to the
Authority before publication of the proposed change to such charges.

If, within three months of the commencement of any formula year, the licensee
has not published or effected any such change in its Distribution Network
trangportation charges under amended standard condition 4 (Charging Gas
Shippers — General) the licensee shall provide the Authority with a written
forecast of the maximum Distribution Network transportation activity revenue in
respect of eachthe relevant Distribution Network and together with its

components, in respect of that formula year.



(3)  Any forecasts as aforesaid shall be accompanied by such information as may be
necessary to enable the Authority to be reasonably satisfied that the forecasts have

been properly prepared on a consistent basis.

4 Not later than six weeks after the commencement of the formula year, the licensee
shall send to the Authority a statement as to whether or not, in its opinion,
paragraphs 6(1) and 6(2) of Part | b of this Special Condition above apply in
respect of that formula year and its best estimate of what BNK—-DNK, (as
defined in paragraph 8(4) of Part 1 b this Special Condition) is likely to be in that
formulayear in respect of each-the relevant Distribution Network.

(5)  The licensee shall send to the Authority, not later than three months after the end
of each formula year, a statement in respect of each-the relevant Distribution
Network showing the Distribution Network transportation activity revenue, the
Distribution Network transportation quantity and the commercial user quantity,
the very large user quantity and the small interruptible user quantity in respect of
that formula year which shall be certified by a Director of the licensee on behalf
of the licensee stating that the information is correct to the best of his knowledge

and belief having made all reasonable enquiries.

(6)  The statement referred to in sub-paragraph (5) above shall be accompanied by a
report from an appropriate auditor that, in its opinion, that statement fairly
presents the Distribution Network transportation activity revenue, the Distribution
Network transportation quantity and the commercial user quantity, the very large
user quantity and the small interruptible user quantity, H-each-case-in relation to
each-the relevant Distribution Network in accordance with the requirements of
this Specia Condition.

11. Disapplication of the Distribution Network transportation activity revenue

restriction

(1)  The Distribution Network transportation activity revenue restriction conditions

shall apply so long as this licence continues in force but shall cease to have effect
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(4)

©)

in such circumstances and at such times as are described in paragraphs 11(2) to
11(7) of Part 1 b of this Special Condition.

The Distribution Network transportation activity revenue restriction conditions
shall cease to have effect (in whole or in part as the case may be) if the licensee
delivers to the Authority a disapplication request made in accordance with
paragraph 11(3) of Part 1 b of this Special Condition or notice is given to the
Authority by the licensee in accordance with either paragraph 11(6) or paragraph
11(7) of Part 1 b of this Special Condition.

A disapplication request shall:

(i) beinwriting addressed to the Authority;

(i) specify the Distribution Network transportation activity revenue restriction
conditions (or any part or parts thereof) to which the request relates;

(iii) specify the Distribution Network (or any part or parts thereof) to which the
request relates; and

(iv) datethedate (being not earlier than the date referred to in paragraph 11(5) of
Part 1 b of this Specia Condition) from which the licensee wishes the
Authority to agree that the conditions shall cease to have effect, (the
disapplication date).

The licensee may withdraw a disapplication request at any time.

Save where the Authority otherwise agrees, no disapplication following delivery
of a disapplication request pursuant to paragraph 6 of Part 1 b of this Special
Condition shall have effect until a date being the earlier of:

(@ not lessthan 18 months after delivery of the disapplication request; and

(b) 31st March 2007.



(6)

(")

If the Authority has not made a reference to the Competition Commission under
section 24 of the Act relating to the modification of Part 1 b of this Special

Condition or the part or parts thereof specified in the disapplication request before
the beginning of the period of 12 months which will end with the disapplication
date and the licensee has not withdrawn this disapplication request, the licensee
may deliver written notice to the Authority terminating the application of Part 1 b
of this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or a later date.

If the Competition Commission makes a report on a reference made by the
Authority relating to the modification of Part 1 b of this Special Condition or the
part or parts thereof specified in the disapplication request and such report does
not include a conclusion that the cessation of such revenue restrictions in Special
Condition 28B Part 1 b, in whole or in part, operates or may be expected to
operate againsgt the public interest, the licensee may within 30 days after the
publication of the report by the Authority in accordance with section 25 of the Act
deliver to the Authority written notice terminating the application of Part 1 b of
this Specia Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or such alater date.



Part 1 b The LBZDistribution Network transportation activity revenuerestriction

(West Midlands Distribution Network)

6. Theprincipal restriction

(1)  The licensee shal use its best endeavours in setting its charges to ensure that in
respect of any rmula year t the Distribution Network transportation activity
revenue for anythe Distribution Network— covered by this condition (DNR)

(20 (@ |If in respect of any formula year the Distribution Network transportation
activity revenue in respect of a relevant Distribution Network exceeds the
maximum Distribution Network transportation activity revenue in respect of
that Distribution Network by more than 4 per cent of the latter, the licensee
shall provide the Authority with a written explanation and, in the next
following formula year, the licensee shall not effect any increase in prices for
use of the relevant Distribution Network unless either:

() it has demonstrated to the reasonable satisfaction of the Authority
that the Distribution Network transportation activity revenue in
respect of the relevant Distribution Network would not be likely to
exceed the maximum Distribution Network transportation activity
revenue in respect of the relevant Distribution Network in that next

following formula year; or

(i) the Authority has, on the written application of the licensee,
consented to such an increase in prices.

(b) If, in respect of any two successive formula years, the sums of the amounts
by which the Distribution Network transportation activity revenue in respect
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of thea relevant Distribution Network has exceeded the maximum
Distribution Network transportation activity revenue is more than 6 per cent
of the maximum Distribution Network transportation activity revenue in
respect of the relevant Distribution Network for the second of those formula
years, then in the next following formula year the licensee shall if required by
the Authority adjust its prices in respect of the relevant Distribution Network
such that the Distribution Network transportation activity revenue in respect
of the relevant Distribution Network would not be likely in the judgement of
the Authority to exceed maximum Distribution Network transportation
activity revenue in respect of the relevant Distribution Network in that next

following formula year.

N[O |D [N |[O
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7. Distribution Network transportation activity revenue {DNR}(DNR,)

For the purposes of paragraph 6 of Part 1 b of this Special Condition, the Distribution
Network transportation activity revenue in respect of the relevant Distribution Network +
and-in formula year t {DNR}(DNR, ) shall have the meaning given to that term in

Special Condition 28A (Revenue restriction definitions) (and for the avoidance of doubt
shall exclude any revenues derived from excluded services).

8. Maximum Distribution Network transportation activity revenue- BNMR;DNMR

(1) Principal formula

For the purposes of paragraph 6 of Part 1 b of this Special Condition the
maximum Distribution Network transportation activity revenue in respect of the
relevant Distribution Network +and-in formula year t BNMR DNMR  shall be

derived from the following formula:

DNMR, =DNZ, + DNF, - DNMRA | - DNK,
where;

PNZ- in respect of the relevant Distribution Network +shall be derived in

it
DNZ, the following manner:

DNZ, =DNz,,” §+Z X o
& & 100 g
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where in respect of the formula year commencing on 1 April 2004:

DNZ, , =£178,499,957

where:

RPI,

Qit

means the percentage change (whether of a
positive or a negative value) in the arithmetic
average of the retail price index published or
determined with respect to each of the six
months from July to December (both inclusive)
in formula year t-1 and the arithmetic average of
the retall price index numbers published or
determined with respect to the same months in
relevant year t-2;

has the value of two (2); and

shall be derived from the following formula:

_ O
@

gO .65+0.35"

t1
O
ﬂ

where;

Wit means the composite user quantity in
respect of the relevant Distribution
Network in formula year t and shall
be derived from the following

formula:

it — “it . it ' it

W, =B, +(0.15" D,)+(0.05" V,)
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where:

Bit is the small user quantity
in respect of the relevant
Distribution Network +in

formula year t;

Dit is the large user quantity
in respect of the relevant
Distribution Network +in

formula year t; and

Vit iIs the very large user
guantity in respect of the
relevant Distribution

Network +in formula year

BNZ =DNZ - Ni- g+ X8 o
it it-1 & ‘é 100 ZH it
where
N o |
o -~
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i Mebaors Ni

1 Seeiond 0082471
2 Mertr—aimrglame 0421200
3 Pedailest 0422788
4 Eost ot Enalope 01802y
5 West-Midlands 0002772/,
5 Wales-&the West 04072808
+ London 04028
8 | SeuthofEngland 0182701

Lepiprnssoctaropbooayont fopennla voore
DNZ, =DNZ g+ X8 o

DNF- mMeans the Distribution Network prescribed rates plus the
DNF Disgtribution Network licence fees in respect of the relevart
Distribution Network +in formula year t,

where;
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Distribution means the amount of the charge deemed to be incurred

Network
prescribed

rates

in respect of the prescribed rates or equivalent tax or
duty replacing them levied on the licensee in respect of
eachthe licensee's Distribution Network transportation

activity: in the event that the licensee is not Transco plc,

and is not an affiliate of Transco plc, it will be the

amount of the separate rating assessment for the

licensee's Distribution Network transportation activity

including (where relevant) metering: in the event that

the licensee is Transco plc or an affiliate of Transco plc
it shall be calculated as follows;

a) in the event that a-separate rating assessments is-are
provided in respect of each Distribution Network
transportation activity carried out by Transco plc or an

affiliate of Transco plc, and in respect of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, the charge
shall be the amount so assessed

b) in the event that a separate rating assessment is not
provided in respect of any of the Heensee's-Distribution

Network transportation activities carried out by Transco

plc or an affiliate of Transco plc, and of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, and if each

of the 8 Distribution Networks owned by Transco plc on

1 April 2004 continue to be owned by Transco plc or an

affiliate of Transco plc, the total charge in respect of the

licensee's Distribution Network transportation owner
activity shall be 9.6348% of 83% of the prescribed rates
or equivalent tax replacing them levied on-the-licensee
in respect of the licensee and its affiliates Hs-NTS

transportation owner activity and the Distribution

Network transportation activity.-thepercentage-of such

tranonnrtatinn Aantiviihs e ot Ak i tha tahlA Al g




In any other circumstance, the licensee shall perform

attributions and allocations of cost between the NTS

Transportation owner activity, the Distribution Network

Transportation activity, and (where relevant) Metering

activities:

- 0n an objective basis;

- in a manner cdculated not to benefit unduly the

licensee or any other company or organisation:;

- wherever practicable, on a consistent basis from one

formula period to the next.

In the event that the licensee receives a separate rating
assessment or assessments in respect of gas meters
connected to the licensee’s pipeline system in respect of
periods from 1 April 2005 onwards,-on-er-after1*-Aprit

2005 the resultant charges shall be-allocatedby—the
r I I ciributi I

shall-aceerdinghy-be deemed to constitute an element of
the Distribution Network prescribed rates—and—NFS

prescribed-rates-as-so-altocated and shall be treated by

the licensee in accordance with Special Condition 29.




(2)

Distribution
Network
licence fee

means payments made by the licensee in respect of the
Distribution Network transportation activity under
standard condition 3 (Payments by the Licensee to the
Authority) in respect of the relevant Distribution
Network +—and—in formula year t determined in
accordance with the methodology determined by the

Authority for the purposes of that condition.

DNMRA- means the mains replacement expenditure adjustment (whether

DNMRA | positive or negative value) in respect of the relevant Distribution
Network +andin formula year t and shall be derived in accordance
with paragraph 8(2) of Part 1 b of this Special Condition; and

PNK- Means the Distribution Network transportation activity revenue

DNK adjustment factor to the Distribution Network transportation activity
revenue over or under recovery in respect of the relevant Distribution
Network +-and-in formula year +1 and shall be derived in accordance
with paragraph 8(4) of Part 1 b of this Special Condition.

Mainsreplacement expenditure adjustment (DNM RA;)

For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the mains
expenditure adjustment in respect of the relevant Distribution Network andin
formula year t {DNMRA-}(DNMRA ) shall be derived from the following

manner:

If E—>AM-E, >AM,, then:
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DNMRA , :§i+%9' J,” 1,000,000- (05" E,)- (0.5 AM,)
e

%]

Otherwise:

DNMRA , :§i+i9' J,” 1,000,000- (0.67" E,)- (0.33° AM,)
e 100g

where;

+-E

it t

AM

means the mains RPI in respect of formula year t;

means the price control initial projection alowance in respect of the
relevant Distribution Network +and-in formula year t and dhall have
the values set out in the following table:

Price control mains Formula year t

allowance =1 t=2 t=13 t=42 t=35
=0 242 262

=1 23.0 22.9 22.2
=2 35.0 374 374
=3 434 50.0 56.1

5|5
B
S
4

means the outturn mains costs in respect of the relevant Distribution
Network andin formula year t;

means the matrix mains cost in respect of the relevant Distribution

Network——and _in formula year t and shall be derived in accordance
with paragraph 8(3) of Part 1 b of this Special Condition.
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3)

where:
Included

mains

mains RPI

outturn mains
cost

non standard
mains
materials

means all mains which prior to decommissioning formed |
mains which operated at low, medium or intermediate

distribution pressures;

means the percentage change (whether of a positive or
negative value) in the arithmetic average of the retail
price Index numbers published or determined with
respect to each of the twelve months April to March
(both inclusive) in formula year t and the arithmetic
average of the retail price index numbers published or
determined with respect to the period from January to
December (both inclusive) 2000;

means the costs reasonably attributable to the
replacement and decommissioning of included mains
composed of non standard mains materials in respect of
the relevant Distribution Network andin formula year t
excluding costs reasonably attributable to rechargeable

diversons;, and

mains which are not composed of polyethylene or a
similar polymer based material (other than polyvinyl
chloride (PVC)) or of steel provided with cathodic
protection.

Matrix mains cost (AM--AM,) ‘



(@ For the purposes of paragraph 8(2) of Pat 1 b of this Specid
Condition the matrix mains cost in respect of the relevant Distribution
Network——andin formula year t (AM;) shall be derived n the following

manner:

5 L SR I
i nit nit /U ’
u

" & 100g &2

Iy 7 6 AN
AM, =F+ 20 82 -y ) 1000
t 100 nt nt u
e g En=1 u

where:

A, shall have the meaning given to that term in paragraph 8(2) of
Part 1 b of this Special Condition;

Lerl, Means the length of mains in kilometres decommissioned in
respect of diameter band n, the relevant Distribution Network—+
and formula year t where the diameter bands shall be defined as
set out in the following table, save that in respect of any
diameter of mains not covered by the table or mains measured
in metric measurement shall be reported in the diameter band

corresponding to the nearest imperia equivalent

Diameter band n | Nominal internal diameter of
mains decommissioned (inches)

2-3
4-5
6-7
8-9
10-12
Greater than 12

O O | W| N

U means the specific matrix costs in respect of diameter band n,
the relevant Distribution Network-i and formula year t as set out

in the following tables

s 5 , E E

Diameter | =1 =2 | =3 | =4 | =5
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Londn

1 454 461

2 AL Mz

3 MR ME Y

4 1ios 4909

5 27 251

6 2058 2eE
-1 ~necifi . n :
Dromperer =2 =3 =4 =5
band-n
1 422 Az 200
2 se2 519 502
3 eeg o8 Lrs
4 1168 | 1098 | 1064
5 1645 | 1545 | 1496
6 2623 | 2466 | 2390
i— Soecifi . . :
Diomoter =z =3 =4 =5
bancn
1 AN A28 AL
2 £84 EEH 556
3 928 e 284
4 1254 | 2:7 | H95
5 51 | 1896 | 1665
6 2864 | 282 | 234
i—3 ” . f E
e =z =3 =4 =5
bandn
1 =21 496 479
2 Eeg Ee 2 E23
3 1018 955 918
4 3F | 1292 | 1242
5 2043 | 1917 | 1834




6 3516 | 3291 | 3161
Diameter =1 t=2 =3 t=4 t=5
band-n
1 506 523 (el
2 571 57.8 564
3 89.8 915 88.9
4 1369 | 1416 | 1400
5 1810 | 1862 | 1807
6 2453 | 2793 | 244
=5 Specific matrix costs (£ per metre)
Diameter =1 = t=13 t=24 t=35
band n
54.7 52.9 52.4

2 65.9 62.9 61.6
3 99.4 95.0 94.0
4 155.5 148.6 146.9
5 2154 | 2058 | 203.7
6 3094 | 294.0 | 288.0
Diameter =1 =2 =3 =4 =5
band-n
1 541 504 46.5
2 623 583 537
3 914 85.3 186
4 1371 | 1280 | 1179
5 1707 | 1591 | 1465
6 2854 | 2663 | 2453
=7 : ; 5
Diameter t=1 t=2 =3 t=4 t=5
band-n
1 64.2 632 &6

& Ostober-2004-(v-3-7)
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i
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i

S Means the sum over the diameter bands n of
a LU L U

n=1 ni,t

(b) On or before 31 July in each formula year t in respect of eachhe relevant
Distribution Network i-the licensee shall prepare and provide to the Authority
areport providing details of:

() the mains replacement work completed in respect of the previous
formula year in kilometres of length of mains decommissioned
(excluding rechargeable diversions) by diameter band; and

(i) detailing the outturn mains costs in respect of formula year t-1.

(c) For the purposes of paragraph 8(3)(b) of Part 1 b of this Special Condition,
rechargeable diversons means mains decommissioned or replaced at the
request of a party other than the licensee and where the cost of the work is
recovered or is expected to be recovered from that party (or another) by the

licensee.




(d) The licensee shal dlow the Authority or a duly authorised nominated
representative of the Authority on the provision of reasonable prior written
notice access to its daff, records and facilities as the Authority may
reasonably require or as may be necessary for the purpose of enabling the
Authority to establish to its reasonable satisfaction that the information to be
provided by the licensee under sub-paragraph 3(4)8(3)(b) of Part 1 b of this
Special Condition above fairly presents the outturn mains costs and lengths

and diameters decommissioned in formula year t.
4 Distribution Network transportation activity revenue adjustment (DNKj;)

(@ For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the
Distribution Network transportation activity revenue adjustment in respect of
the refevant Distribution Network i-andin formula year t {DNK-} (DNK, )

shal be derived from the following manner:

(i)  Inrespect of the formulayear commencing on 1 April 20042:

DPNK—=—£31625,649-DNK; = £1,917,836

it it-1 it-

DNK —(EIIP ONMR ),Hg I, 6
it it-1 it-1 i

& 100g

) (ii) and thereafter




DNK, = (DNR,, -DNMR ;)" &1+
e

where:

|’[

1.9
100 g

specified-ratephus-3-means the percentage interest rate

in respect of formula year t which is equa to:

(C)

in the event that the licensee and its affiliates

(b)

taken together own one Distribution Network,

where DNK; (taking no account of | for this

purpose) has a positive value, the average

specified rate plus 3 or, where DNK; (taking no

account of | for this purpose) has a negative

value, the average specified rate;

in the event that the licensee and its affiliates

taken together own more than one Distribution

Network, the value given under (a), except that,

where the sum of DNK; (taking no account of |

for this purpose) for all such networks has a

negative value the percentage interest rate for
each Distribution Network shall be the average
specified rate, and where the total of DNK;

(taking no account of | for this purpose) for all

such networks has a positive vaue, the

percentage interest rate for each Distribution

Network shall be the average specified rate plus
3.




9. Calculation of quantities

@

10.

@

In Part 1 b of this Special Condition in respect of the definitions of commercial
user quantity, very large user quantity and small interruptible user quantity, the
licensee shall determine loads attributable to the small interruptible user quantity,
commercia user quantity and very large user quantity on the basis of volumes
reasonably expected to have been off-taken from the relevant Distribution
Network during the formula year having regard to daily meter reads or if these are
not available the licensee shall use reasonable estimates of the volumes likely to
be off-taken from the relevant Distribution Network in accordance with the
process for determination of such volumes pursuant to the Heensee s-Transco

plc’s Network Code.

Reporting obligations

Where the licensee publishes any statement or revised or amended statement as to
its Distribution Network transportation charges under amended standard condition
4 (Charging Gas Shippers — General), the Licensee shall not later than twenty
eight days prior to the time of such publication provide the Authority with:

(@ awritten forecast of maximum Distribution Network transportation activity
revenue together with its components, in respect of esch-the relevant
Didtribution Network to which the statements referred to in paragraph 10(1)
relate and in respect of the formula year in which the change in such charges

isto take effect and also in respect of the next following formula years, and



2

3

(4)

©)

(b) a written estimate of the maximum Distribution Network transportation
activity revenue together with its components, in respect of eseh-the relevant
Distribution Network to which the statements referred to in paragraph 10 (1)
relate and in respect of the formula year immediately preceding the formula
year in which the change in such charges is to take effect unless a statement
complying with paragraph 10(4) of Part 1 b of this Special Condition in
respect of the firss mentioned formula year has been furnished to the
Authority before publication of the proposed change to such charges.

If, within three months of the commencement of any formula year, the licensee
has not published or effected any such change in its Distribution Network
transportation charges under amended standard condition 4 (Charging Gas
Shippers — General) the licensee shall provide the Authority with a written
forecast of the maximum Distribution Network transportation activity revenue in
respect of eachthe relevant Distribution Network and together with its

components, in respect of that formula year.

Any forecasts as aforesaid shall be accompanied by such information as may be
necessary to enable the Authority to be reasonably satisfied that the forecasts have
been properly prepared on a consistent basis.

Not later than six weeks after the commencement of the formula year, the licensee
shall send to the Authority a statement as to whether or not, in its opinion,
paragraphs 6(1) and 6(2) of Part | b of this Special Condition above apply in
respect of that formula year and its best estimate of what BNK--DNK, (as
defined in paragraph 8(4) of Part 1 b this Special Condition) is likely to be in that
formula year in respect of each-the relevant Distribution Network.

The licensee shall send to the Authority, not later than three months after the end
of each formula year, a statement in respect of each-the relevant Distribution
Network showing the Distribution Network transportation activity revenue, the
Distribution Network transportation quantity and the commercial user quantity,
the very large user quantity and the small interruptible user quantity in respect of

that formula year which shall be certified by a Director of the licensee on behalf




(6)

11.

@

)

3

of the licensee stating that the information is correct to the best of his knowledge

and belief having made all reasonable enquiries.

The statement referred to in sub-paragraph (5) above shall be accompanied by a
report from an appropriate auditor that, in its opinion, that statement fairly
presents the Distribution Network transportation activity revenue, the Distribution
Network transportation quantity and the commercia user quantity, the very large
user quantity and the small interruptible user quantity, H-each-case-in relation to
eseh-the relevant Distribution Network in accordance with the requirements of
this Specia Condition.

Disapplication of the Distribution Network transportation activity revenue
restriction

The Distribution Network transportation activity revenue restriction conditiors
shall apply so long as this licence continues in force but shall cease to have effect
in such circumstances and at such times as are described in paragraphs 11(2) to
11(7) of Part 1 b of this Special Condition.

The Distribution Network transportation activity revenue restriction conditions
shall cease to have effect (in whole or in part as the case may be) if the licensee
delivers to the Authority a disapplication request made in accordance with
paragraph 11(3) of Part 1 b of this Special Condition or notice is given to the
Authority by the licensee in accordance with either paragraph 11(6) or paragraph
11(7) of Part 1 b of this Special Condition.

A disapplication request shall:

(i) beinwriting addressed to the Authority;

(i) specify the Distribution Network transportation activity revenue restriction
conditions (or any part or parts thereof) to which the request relates;

(iii) specify the Distribution Network (or any part or parts thereof) to which the
request relates; and



(4)

)

(6)

(1)

(iv) satethe date (being not earlier than the date referred to in paragraph 11(5) of
Part 1 b of this Special Condition) from which the licensee wishes the
Authority to agree that the conditions shall cease to have effect, (the
disapplication date).

The licensee may withdraw a disapplication request at any time.

Save where the Authority otherwise agrees, no disapplication following delivery
of a disapplication request pursuant to paragraph 6 of Part 1 b of this Special
Condition shall have effect until a date being the earlier of:

(@ not lessthan 18 months after delivery of the disapplication request; and

(b) 31st March 2007.

If the Authority has not made a reference to the Competition Commission under
section 24 of the Act relating to the modification of Part 1 b of this Special

Condition or the part or parts thereof specified in the disapplication request before
the beginning of the period of 12 months which will end with the disapplication
date and the licensee has not withdrawn this disapplication request, the licensee
may deliver written notice to the Authority terminating the application of Part 1 b
of this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or a later date.

If the Competition Commission makes a report on a reference made by the
Authority relating to the modification of Part 1 b of this Special Condition or the
part or parts thereof specified in the disapplication request and such report does
not include a conclusion that the cessation of such revenue restrictions in Special
Condition 28B Part 1 b, in whole or in part, operates or may be expected to
operate against the public interest, the licensee may within 30 days after the
publication of the report by the Authority in accordance with section 25 of the Act
deliver to the Authority written notice terminating the application of Part 1 b of
this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplicationdate or such alater date.



Part 1 b The LBZDistribution Network transportation activity revenuerestriction

(London Distribution Network)

6. Theprincipal restriction

(1)  The licensee shal use its best endeavours in setting its charges to ensure that in
respect of any formula year t the Distribution Network transportation activity
revenue for anythe Distribution Network— covered by this condition (DNR)

(20 (@ |If in respect of any formula year the Distribution Network transportation
activity revenue in respect of a relevant Distribution Network exceeds the
maximum Distribution Network transportation activity revenue in respect of
that Distribution Network by more than 4 per cent of the latter, the licensee
shall provide the Authority with a written explanation and, in the next
following formula year, the licensee shall ot effect any increase in prices for
use of the relevant Distribution Network unless either:

() it has demonstrated to the reasonable satisfaction of the Authority
that the Distribution Network transportation activity revenue in
respect of the relevant Distribution Network would not be likely to
exceed the maximum Distribution Network transportation activity
revenue in respect of the relevant Distribution Network in that next

following formula year; or

(i) the Authority has, on the written application of the licersee,
consented to such an increase in prices.

(b) If, in respect of any two successive formula years, the sums of the amounts
by which the Distribution Network transportation activity revenue in respect
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of thea relevant Distribution Network has exceeded the maximum
Distribution Network transportation activity revenue is more than 6 per cent
of the maximum Distribution Network transportation activity revenue in
respect of the relevant Distribution Network for the second of those formula
years, then in the next following formula year the licensee shall if required by
the Authority adjust its prices in respect of the relevant Distribution Network
such that the Distribution Network transportation activity revenue in respect
of the relevant Distribution Network would not be likely in the judgement of
the Authority to exceed maximum Distribution Network transportation
activity revenue in respect of the relevant Distribution Network in that next

following formula year.

N[O |D [N |[O




7. Distribution Network transportation activity revenue {DNR}(DNR,)

For the purposes of paragraph 6 of Part 1 b of this Special Condition, the Distribution
Network transportation activity revenue in respect of the relevant Distribution Network +
and-in formula year t {DNR}(DNR, ) shall have the meaning given to that term in

Special Condition 28A (Revenue restriction definitions) (and for the avoidance of doubt

shall exclude any revenues derived from excluded services).

8. Maximum Distribution Network transportation activity revenue- BNMR;DNMR

(1) Principal formula

For the purposes of paragraph 6 of Part 1 b of this Special Condition the
maximum Distribution Network transportation activity revenue in respect of the
relevant Distribution Network +and-in formula year t BNMR DNMR  shall be

derived from the following formula:

DNMR, =DNZ, + DNF, - DNMRA | - DNK,
where;

PNZ- in respect of the relevant Distribution Network +shall be derived in

it

DNZ, the following manner:

DNZ, =DNz,,” §+Z X o
& & 100 g




where in respect of the formula year commencing on 1 April 2004:

DNZ, , =£202,967,704

where:

RPI,

Qit

means the percentage change (whether of a
positive or a negative value) in the arithmetic
average of the retail price index published or
determined with respect to each of the six
months from July to December (both inclusive)
in formula year t-1 and the arithmetic average of
the retall price index numbers published or
determined with respect to the same months in
relevant year t-2;

has the value of two (2); and

shall be derived from the following formula:

_ O
@

gO .65+0.35"

t1
O
ﬂ

where;

Wit means the composite user quantity in
respect of the relevant Distribution
Network in formula year t and shall
be derived from the following

formula:

it — “it . it ' it

W, =B, +(0.15" D,)+(0.05" V,)




where:

Bit is the small user quantity
in respect of the relevant
Distribution Network +in

formula year t;

Dit is the large user quantity
in respect of the relevant
Distribution Network +in

formula year t; and

Vit iIs the very large user
guantity in respect of the
relevant Distribution

Network +in formula year

BNZ =DNZ - Ni- g+ X8 o
it it-1 & ‘é 100 ZH it
where
N . |
o -~
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1 Seeiond 0082471
2 Mertr—aimrglame 0421200
3 Pedailest 0422788
4 Eost ot Enalope 01802y
5 West-Midlands 0002772/,
5 Wales-&the West 04072808
+ London 04028
8 | seuthofEngland 0182701

Lepiprnssoctaropbooayont fopennla voore
DNZ, =DNZ g+ X8 o

DNF- mMeans the Distribution Network prescribed rates plus the
DNF Disgtribution Network licence fees in respect of the relevant
Distribution Network +in formula year t,

where;




Distribution means the amount of the charge deemed to be incurred

Network
prescribed

rates

in respect of the prescribed rates or equivalent tax or
duty replacing them levied on the licensee in respect of
eachthe licensee's Distribution Network transportation

activity: in the event that the licensee is not Transco plc,

and is not an affiliate of Transco plc, it will be the

amount of the separate rating assessment for the

licensee's Distribution Network transportation activity

including (where relevant) metering: in the event that

the licensee is Transco plc or an affiliate of Transco plc
it shall be calculated as follows;

a) in the event that a-separate rating assessments is-are
provided in respect of each Distribution Network
transportation activity carried out by Transco plc or an

affiliate of Transco plc, and in respect of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, the charge
shall be the amount so assessed

b) in the event that a separate rating assessment is not
provided in respect of any of the Heensee's-Distribution

Network transportation activities carried out by Transco

plc or an affiliate of Transco plc, and of the NTS

transportation owner activity carried out either by

Transco plc or by an affiliate of Transco plc, and if each

of the 8 Distribution Networks owned by Transco plc on

1 April 2004 continue to be owned by Transco plc or an

affiliate of Transco plc, the total charge in respect of the

licensee's Distribution Network transportation owner
activity shall be 10.9214% of 83% of the prescribed
rates or equivalent tax replacing them levied en-the
Heensee-in respect of the licensee and its affiliates Hs

NTS transportation owner activity and the Distribution
Network transportation activity.-thepercentage-of such

tranonnrtatinn Aantiviihs e ot Ak i tha tahlA Al g




In any other circumstance, the licensee shall perform

attributions and allocations of cost between the NTS

Transportation owner activity, the Distribution Network

Transportation activity, and (where relevant) Metering

activities:

- 0n an objective basis;

- in a manner cdculated not to benefit unduly the

licensee or any other company or organisation:;

- wherever practicable, on a consistent basis from one

formula period to the next.

In the event that the licensee receives a separate rating
assessment or assessments in respect of gas meters
connected to the licensee’s pipeline system in respect of
periods from 1 April 2005 onwards,-on-er-after1*-Aprit

2005 the resultant charges shall be-allocatedby—the
r I I ciributi I

shall-aceerdinghy-be deemed to constitute an element of
the Distribution Network prescribed rates—and—NFS

prescribed-rates-as-so-altocated and shall be treated by

the licensee in accordance with Special Condition 29.




(2)

Distribution
Network
licence fee

means payments made by the licensee in respect of the
Distribution Network transportation activity under
standard condition 3 (Payments by the Licensee to the
Authority) in respect of the relevant Distribution
Network +—and—in formula year t determined in
accordarce with the methodology determined by the

Authority for the purposes of that condition.

DNMRA- means the mains replacement expenditure adjustment (whether

DNMRA | positive or negative value) in respect of the relevant Distribution
Network +andin formula year t and shall be derived in accordance
with paragraph 8(2) of Part 1 b of this Special Condition; and

PNK- Means the Distribution Network transportation activity revenue

DNK adjustment factor to the Distribution Network transportation activity
revenue over or under recovery in respect of the relevant Distribution
Network +-and-in formula year +1 and shall be derived in accordance
with paragraph 8(4) of Part 1 b of this Special Condition.

Mainsreplacement expenditure adjustment (DNM RA;)

For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the mains
expenditure adjustment in respect of the relevant Distribution Network andin
formula year t {DNMRA-}(DNMRA ) shall be derived from the following

manner:

If E—>AM-E, >AM,, then:




A
DNMRA , =¢l+-——L
‘ gi 100

%]

O 3, 1,000,000- (05 E,)- (05" AM,)

Otherwise:

A
DNMRA , =¢Cl+-——L
‘ gi 100

where;

+-E

it t

AM

%]

O 3,” 1,000,000- (0.67" E,)- (0.33° AM,)

means the mains RPI in respect of formula year t;

means the price control initial projection alowance in respect of the
relevant Distribution Network +and-in formula year t and shall fave

the values set out in the following table:

Price control mains

Formula year t

allowance =1 t=2 t=13 t=42 t=35
= 242 263
=7 31.0 34.8 35.4

means the outturn mains costs in respect of the relevant Distribution

Network andin formula year t;

means the matrix mains cost in respect of the relevant Distribution

Network——and _in formula year t and shall be derived in accordance
with paragraph 8(3) of Part 1 b of this Special Condition.

10C




3)

where:
Included

mains

mains RPI

outturn mains
cost

non standard
mains
materials

means all mains which prior to decommissioning formed |
mains which operated at low, medium or intermediate

distribution pressures;

means the percentage change (whether of a positive or
negative value) in the arithmetic average of the retail
price Index numbers published or determined with
respect to each of the twelve months April to March
(both inclusive) in formula year t and the arithmetic
average of the retail price index numbers published or
determined with respect to the period from January to
December (both inclusive) 2000;

means the costs reasonably attributable to the
replacement and decommissioning of included mains
composed of non standard mains materials in respect of
the relevant Distribution Network andin formula year t
excluding costs reasonably attributable to rechargeable

diversons;, and

mains which are not composed of polyethylene or a
similar polymer based material (other than polyvinyl
chloride (PVC)) or of steel provided with cathodic
protection.

Matrix mains cost (AM--AM,) ‘
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(@ For the purposes of paragraph 8(2) of Pat 1 b of this Specid
Condition the matrix mains cost in respect of the relevant Distribution
Network——andin formula year t (AM;) shall be derived in the following

manner:

5 L SR I
i nit nit /U ’
u

" & 100g &2

Iy 7 6 AN
AM, =F+ 20 82 -y ) 1000
t 100 nt nt u
e g En=1 u

where:

A, shall have the meaning given to that term in paragraph 8(2) of
Part 1 b of this Special Condition;

Lorl, Means the length of mains in kilometres decommissioned in
respect of diameter band n, the relevant Distribution Network—+
and formula year t where the diameter bands shall be defined as
set out in the following table, save that in respect of any
diameter of mains rot covered by the table or mains measured
in metric measurement shall be reported in the diameter band

corresponding to the nearest imperia equivalent

Diameter band n | Nominal internal diameter of
mains decommissioned (inches)

2-3
4-5
6-7
8-9
10-12
Greater than 12

O O | W| N

U means the specific matrix costs in respect of diameter band n,
the relevant Distribution Network-i and formula year t as set out

in the following tables

s 5 , ; E

Diameter | =1 =2 | =3 | =4 | =5

10z October2004-0+-3.7)



Londn

1 454 461

2 AL Mz

3 MR ME Y

4 1ios 4909

5 27 251

6 2058 2eE
-1 ~necifi . n :
Dromperer =2 =3 =4 =5
band-n
1 422 Az 200
2 se2 519 502
3 eeg o8 Lrs
4 1168 | 1098 | 1064
5 1645 | 1545 | 1496
6 2623 | 2466 | 2390
i— Soecifi . . :
Diomoter =z =3 =4 =5
bancn
1 AN A28 AL
2 £84 EEH 556
3 928 200 284
4 1254 | 2:7 | H95
5 51 | 1896 | 1665
6 2864 | 282 | 234
i—3 ” . f E
e =z =3 =4 =5
bandn
1 =21 496 479
2 Eeg Ee 2 E23
3 1018 955 918
4 3F | 1292 | 1242
5 2043 | 1917 | 1834




Specific matrix costs (£ per metre)

6 3516 | 3201 | 3161
i=4 Specificmatrix costs (£ per metre)
Diameter | t=1 t=2 t=3 t=4 t=5
band-n

1 506 | 523 | 509
2 521 | 528 | 564
3 808 | 915 | 889
4 1369 | 1416 | 1400
5 1810 | 1882 | 1807
6 2453 | 2793 | 2744
— — :

Diameter | t=1 =2 t=3 t=4 t=5
band-n

1 547 | 529 | 524
2 659 | 629 | 616
3 994 | 950 | 940
4 1555 | 1486 | 1469
5 2154 | 2058 | 2037
5 3004 | 2040 | 2880
- — :

Diameter | t=1 t=2 t=3 t=4 t=5
band-n

1 541 | 504 | 465
2 623 | 583 | 537
3 914 | 853 | 786
4 1371 | 1280 | 1179
5 1707 | 1594 | 1465
5 2854 | 2683 | 2453
i=7

Diameter =1 =2 t=13 | t=24 | t=35
band n
1 64.2 63.2 61.6

104




2 77.9 76.7 74.8
3 108.5 105.9 103.2
4 211.6 206.6 201.2
5 304.2 294.3 286.5
6 4458 | 4352 424.0
i-g " . E E
Tiemacter =1 =2 =3 =4 =5
bancn

1 20 EL8 &40
2 249 £ £49
3 899 912 oeg
4 R =
5 1900 | 1928 | 1903
6 2oL | 2948 | z2ELE

M eans the sum over the diameter bands n of

6
o]
a LU L U

n=1 ni,t

(b) On or before 31 July in each formula year t in respect of eachhe relevant

Distribution Network i-the licensee shall prepare and provide to the Authority

areport providing details of:

() the mains replacement work completed in respect of the previous

formula year in kilometres of length of mains decommissioned

(excluding rechargeable diversions) by diameter band; and

(i) detailing the outturn mains costs in respect of formula year t-1.

(c) For the purposes of paragraph 8(3)(b) of Part 1 b of this Special Condition,

rechargeable diversons means mains decommissioned or replaced at the

request of a party other than the licensee and where the cost of the work is

recovered or is expected to be recovered from that party (or another) by the

licensee.

10t




(d) The licensee shal dlow the Authority or a duly authorised nominated
representative of the Authority on the provision of reasonable prior written
notice access to its daff, records and facilities as the Authority may
reasonably require or as may be necessary for the purpose of enabling the
Authority to establish to its reasonable satisfaction that the information to be
provided by the licensee under sub-paragraph 3(4)8(3)(b) of Part 1 b of this
Special Condition above fairly presents the outturn mains costs and lengths

and diameters decommissioned in formula year t.
4 Distribution Network transportation activity revenue adjustment (DNKj;)

(@ For the purposes of paragraph 8(1) of Part 1 b of this Special Condition the
Distribution Network transportation activity revenue adjustment in respect of
the relevant Distribution Network i-andin formula year t {DNK-} (DNK, )

shal be derived from the following manner:

(i)  Inrespect of the formulayear commencing on 1 April 20042:

DPNK7=—£31625,649-DNK, = £2,180,722

it it-1 it-

DNK —(EIIP ONMR ),Hg I, 6
it it-1 it-1 i

& 100g

) (ii) and thereafter
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DNK, = (DNR,, -DNMR ;)" &1+
e

where:

|’[

1.9
100 g

specified-ratephus-3-means the percentage interest rate

in respect of formula year t which is equa to:

(C)

in the event that the licensee and its affiliates

(b)

taken together own one Distribution Network,

where DNK; (taking no account of | for this

purpose) has a positive value, the average

specified rate plus 3 or, where DNK; (taking no

account of | for this purpose) has a negative

value, the average specified rate;

in the event that the licensee and its affiliates

taken together own more than one Distribution

Network, the value given under (a), except that,

where the sum of DNK; (taking no account of |

for this purposs) for all such networks has a

negative value the percentage interest rate for
each Distribution Network shall be the average
specified rate, and where the total of DNK;

(taking no account of | for this purpose) for all

such networks has a postive vaue, the

percentage interest rate for each Distribution

Network shall be the average specified rate plus
3.
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9. Calculation of quantities

@

10.

@

In Part 1 b of this Special Condition in respect of the definitions of commercial
user quantity, very large user quantity and small interruptible user quantity, the
licensee shall determine loads attributable to the small interruptible user quantity,
commercia user quantity and very large user quantity on the basis of volumes
reasonably expected to have been off-taken from the relevant Distribution
Network during the formula year having regard to daily meter reads or if these are
not available the licensee shall use reasonable estimates of the volumes likely to
be off-taken from the relevant Distribution Network in accordance with the
process for determination of such volumes pursuant to the Heensee s-Transco

plc’s Network Code.

Reporting obligations

Where the licensee publishes any statement or revised or amended statement as to
its Distribution Network transportation charges under amended standard condition
4 (Charging Gas Shippers — General), the Licensee shal not later than twenty
eight days prior to the time of such publication provide the Authority with:

(@ awritten forecast of maximum Distribution Network transportation activity
revenue together with its components, in respect of esch-the relevant
Distribution Network to which the gatements referred to in paragraph 10(1)
relate and in respect of the formula year in which the change in such charges

isto take effect and also in respect of the next following formula years, and

10¢ October2004-0+-3.7)



2

3

(4)

©)

(b) a written estimate of the maximum Distribution Network transportation
activity revenue together with its components, in respect of eseh-the relevant
Distribution Network to which the statements referred to in paragraph 10 (1)
relate and in respect of the formula year immediately preceding the formula
year in which the change in such charges is to take effect unless a statement
complying with paragraph 10(4) of Part 1 b of this Special Condition in
respect of the firss mentioned formula year has been furnished to the
Authority before publication of the proposed change to such charges.

If, within three months of the commencement of any formula year, the licensee
has not published or effected any such change in its Distribution Network
trangportation charges under amended standard condition 4 (Charging Gas
Shippers — General) the licensee shall provide the Authority with a written
forecast of the maximum Distribution Network transportation activity revenue in
respect of eachthe relevant Distribution Network and together with its

components, in respect of that formula year.

Any forecasts as aforesaid shall be accompanied by such information as may be
necessary to enable the Authority to be reasonably satisfied that the forecasts have
been properly prepared on a consistent basis.

Not later than six weeks after the commencement of the formula year, the licensee
shall send to the Authority a statement as to whether or not, in its opinion,
paragraphs 6(1) and 6(2) of Part | b of this Special Condition above apply in
respect of that formula year and its best etimate of what BNK--DNK, (as
defined in paragraph 8(4) of Part 1 b this Special Condition) is likely to be in that
formula year in respect of each-the relevant Distribution Network.

The licensee shall send to the Authority, not later than three months after the end
of each formula year, a statement in respect of each-the relevant Distribution
Network showing the Distribution Network transportation activity revenue, the
Distribution Network transportation quantity and the commercial user quantity,
the very large user quantity and the small interruptible user quantity in respect of

that formula year which shall be certified by a Director of the licensee on behalf

10¢ October2004-0+-3.7)




(6)

11.

@

)

3

of the licensee dtating that the information is correct to the best of his knowledge

and belief having made all reasonable enquiries.

The statement referred to in sub-paragraph (5) above shall be accompanied by a
report from an appropriate auditor that, in its opinion, that statement fairly
presents the Distribution Network transportation activity revenue, the Distribution
Network transportation quantity and the commercia user quantity, the very large
user quantity and the small interruptible user quantity, H-each-case-in relation to
eseh-the relevant Distribution Network in accordance with the requirements of
this Specia Condition.

Disapplication of the Distribution Network transportation activity revenue
restriction

The Distribution Network transportation activity revenue restriction conditions
shall apply so long as this licence continues in force but shall cease to have effect
in such circumstances and at such times as are described in paragraphs 11(2) to
11(7) of Part 1 b of this Special Condition.

The Distribution Network transportation activity revenue restriction conditions
shall cease to have effect (in whole or in part as the case may be) if the licensee
delivers to the Authority a disapplication request made in accordance with
paragraph 11(3) of Part 1 b of this Special Condition or notice is given to the
Authority by the licensee in accordance with either paragraph 11(6) or paragraph
11(7) of Part 1 b of this Special Condition.

A disapplication request shall:

(i) beinwriting addressed to the Authority;

(i)  specify the Distribution Network transportation activity revenue restriction
conditions (or any part or parts thereof) to which the request relates;

(iii) specify the Distribution Network (or any part or parts thereof) to which the
request relates; and

11¢ October2004-0+-3.7)



(4)

)

(6)

(1)

(iv) statethe date (being not earlier than the date referred to in paragraph 11(5) of
Part 1 b of this Special Condition) from which the licensee wishes the
Authority to agree that the conditions shall cease to have effect, (the
disapplication date).

The licensee may withdraw adisapplication request at any time.

Save where the Authority otherwise agrees, no disapplication following delivery
of a disapplication request pursuant to paragraph 6 of Part 1 b of this Special

Condition shall have effect until a date being the earlier of:

(@ not lessthan 18 months after delivery of the disapplication request; and

(b) 31st March 2007.

If the Authority has not made a reference to the Competition Commission under
section 24 of the Act relating to the modification of Part 1 b of this Special
Condition or the part or parts thereof specified in the disapplication request before
the beginning of the period of 12 months which will end with the disapplication
date and the licensee has not withdrawn this disapplication request, the licensee
may deliver written notice to the Authority terminating the application of Part 1 b
of this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or a later date.

If the Conpetition Commission makes a report on a reference made by the
Authority relating to the modification of Part 1 b of this Special Condition or the
part or parts thereof specified in the disapplication request and such report does
not include a conclusion thet the cessation of such revenue restrictions in Special
Condition 28B Part 1 b, in whole or in part, operates or may be expected to
operate against the public interest, the licensee may within 30 days after the
publication of the report by the Authority in accordance with section 25 of the Act
deliver to the Authority written notice terminating the application of Part 1 b of
this Special Condition or the part or parts thereof specified in the disapplication
request with effect from the disapplication date or such a later date.
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Part 2 FheNTS—system—operation—activity—revenue—restrictions[Paragraphs 12 —
14(6)(h)]: Not used
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ECHR a_SQRE"QIEGt
all j
. ) th . 1zt )
allj Rl alljm=12t11

all |
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(m-1) €og? 6, UCAG! , & 1 ARR €6 gp oUW
p=60 E%w=0 m-p,w; 12 8 [;EH
where:
ot means-the number—of daysbetween—1
| | the first d : I
Lope—terthoavoidanec—otconbiulbon
mehth-paie- A 2002 Q1 aaa-havothe
value zero{0));
POEC],  Shalhave themeaning-gven-tothat-term
. I 5)(6)of b
» ftion:
() rreans—the—sum—ealedlated—in—the
p=s0 following-manner:
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Bacton 0182
Boprayy oo
Easington 0.034
St—Fergus 0639
Teesside 0.059
Theddlethorpe 0.031
Slonmass (8RN 0}
Partington 0.009
Avonmouth 0.084
tdeof Grain 0.186
Dynevor- Arms 0.000
Hopreen e
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(sterage)
Hatfield-Moor 0.042
{enshere)
Cheshire 0.003
Hole House Farm 0.002
Wytch Farm 0:000
Burton-Point 0.002
Zeroh-Stacay £20g
Garton 0:039
Fermina UCAG* UCAG*
(EAONR) (EAONR)
0:343 0:.257
where PRIORCIOEC!,—< | where PRIORCIOECH, > 500
500-G\Whid GWh/d
PRIORCIOEC!;,  shall-mean-the cumulative obligated
||£|e|e||||e|||tal entry eapl B6Hy-H-Fesp eel t
adateto-be determined-by the
Authority.
UEL hasavaueequal-to-45;
b has-avaueeqgual to 0.2;-and
RNDES means-the value of xrounded-downto
o lgtSQRE”lBEGj means—the—sum—across—all—terminals 3| of
" 12t .
- 4 SOREVIBEC / ;and
m=12t -11 m
102189RE”|BE% means-the sum-across-all-months- m-in-formula year t

el i of | _caleulated-int
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12t

12t

m=12t-11

(12t-10)

(12t-11)
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m,d,w

m,d,w
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SOREVOIEC! =

é . ® i ‘ |
MIN ECAPOIEC! ,MAXGCOLOIEC!, a ta % REVOIEC }, 4., =- DQH
g g m=12t11 @Alld w=1 7}
where:
t I ) .

ey
REV T
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m=12t-11 @Alld w=1
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d
4 & REVOIEC (2e1ndw

alld w=1

¢ : 9’ j
& A REVOIEC 50100 +.-... 8 & REVOIEC {54,
alld w=1 alld w=1

where:
Q° . reans-the-sum-across-all-days
A REVOIEC
ald w=1 " 4 in month— M of
Q° -
—a—F%Evel-Ee'—Wﬂ o —Tor—eaeh
el | chall |
) .
manner:
Q! <
& & REVOIEC!,,, =
alld w=1 o
Qd : Q - ¢ '
a REVOIEC] ., + & REVOIEC] ,,, +....+ & REVOIEC] .,
w=1 w=1 w=1
where:
D means-the-number-of days-in
meonth-m—and
Q¢ means the sum-across-all-days
S REVOEC
vt w-hetween-day—d-of-month-m
and—1—Apri—2002 —of
calculated—in—the following
manner:
gd
a REVOIEC, ,,, =
w=1

REVOIEC), ,, + REVOIEC, ,, +

+REVOIEC!
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&5 (Max (cioEC! , - OSELL, ,, 0 )%
-11€all d o
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OSELLL——
m,d,0

UCACAPCONV
Yi

| lr‘Ar‘,A_pti —UCAG!~

12t o ; i (o} means—me—sum—aem%—a“—m@mhs—m—m
HW@HEH—G»MO m.d,09)]
m=12t-11@alld [}
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alld

g g" (Max{cioec! - osaLL, 0)2=
m=12t-11€all d 9
az;’lid (MAX(CIOEC 111, 0- OSELL 111110 0))%
+aé (MAX(GOECj(lzt-m),o - OFELL j(121-10)a,010))§
all d
+...+e8 (MAX(cioeCt,, - OSELLL, | 0)2
alld
where:
all-days-d-in-month-m-
of
s L
and-shall-becalculated
. I ollowi
manner

a (MAx (CIOEC}W - OSELL, 4o ,o)) =

alld
+MAX (CIOEC] | - OSELL_,; 0)+
..... +MAX(CIOEC§n'0 - OSELijYD,O,O)

136 Oclobe200/-0027)




137 October2004-0+-3.7)




OMET ) 4w =

OMET ) 4w =

MIN ([CAPOFFER! ., + CAPSALE/ ,..].

i

m,d,W m,d,W |

[ToEC] ,, - MIN (PRIORSELL',, ,, TOEQ

i

o
QTOEC mw "

e

CAPSALEL
m,d, W
%d
m,d,v
v =W+1
138

gd

vV =W +1

a OMET/ ., -MIN (PRIORSELL"M,TOEC .

m, d,v

v—between- W41 and—O*—of
OMEFL-and—shall—be

5 —
=
~——



% OMET! . =

m,d,v
v =W+1

OMET,, 4wy + OMET) g wsz) + ... ¥ OMET!

m,d,Q¢

Gendm-en—then-at—the-end—ef—dey—d—ef—memh—m—es&l:'m

139 October2004-0+-3.7)



140 October2004-0+-3.7)




141 October2004-0+-3.7)




3”2 (roec ) FReaRs—the—sum—aecross—all—permanent
(m-p), W

p=60W =0

(r%-l)gl ‘ i ;:
(m-p),W
p=60W=0
1

. Qt .
Wgz (POEC! oo )+ v;;i: (IPOEC!, cyw )

0 0

1

4.+ & (POEC!,)
W=

0

8 (o FReans-the-Sum-across
afpord )
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1

[o'e]

('POEC(jm»p),w ) =

0

o

IPOEC! +|POEC! + +|P0Ecg

m-p).Q*

(m-p),0 (m-p),L e

CIOEC! , =

MlN((g\-l),sg) 81 ) MIN((Bn—l),ll) 81 .
a  a(PoEC, )+ 3@ & (ACEC) )
p=0 W=w p=0 W=w

wheres

| hesthemearin.civend

(m-p),W

IAOEC) . mecans—that—annual—obligated
mp)W
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A 2002 opc-chall-becolevlated
i the followi :
MIN ((m -1), f ) gl

a

p

4 )+ & (o)

W =w

(1 Y _
a—\ I(m-p),W 7=
0 W =w

1

Q .
+ ... + a (l %m-MIN ((m-1),f ).V )

W =w

[o}

Q! [ } means-the-sum-—across
(m-p)W
w=w sHda s W setpecn

1

3
a

C
*(m-p),W

w

2 2
Ao T Amppweny T oo by, o
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2t @, g G )g

m=12t-11@all d

m, m,d,0’
a2 . .

paragraph-14(5){e)-of Part 2 of this Special
ition-and

: S il
" | L

N o i oot
tov_of_formul I inaliand
atlbe derived from the following.formula:

i~ UCACOLCONV

UCACOL! = UCAG!

Yi

| . :
0 : : el
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m,d,w

SOLDBEC ! ,., =
& _ & . d - 00
MIN S CAPSOLD b aw SMOEC! - 3§ SOLDBEC/ . o
g W=w+1 ﬂﬂ
where:

x-and-y;
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3 SOLDBEC!,, =

W=w+1

m,d,(w+1) + m,d,(w +2)
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d
% SOLDOIEC!, 4 =

W=w+1

+SOLDOIEC], 4 +2)

+....+ SOLDOIEC! |
m,d,Q

SOLDOIEC !

m,d,(w+1)

SOLDIEC =

m,d,w

- SOLDOIEC!

m|d|w)

- SOLDBEC!'

m,d,w

(capsoLD!

m,d,w
where:

. I 5yi) (i1 aa) of
i ” ftion:

. I )i az) of

i o ftion-and
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m,a,w

N - | N |

m,a,w

md,w

mga,
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m,d,w

m,a,w

m,d, w
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mdw

md,w

REVBEC, =

} € Q4 i ou
8!l & & &eveec,,,  1BECn  1000,000 %+ porev § + PrIORR

allj 1m =12t-11 @alld w=0 MOEC :n,o Qg b
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m,d,w

m,0

12t é g’
[o] 0 i
a ea a g m,a,w

m=12t-11 Balld w=0
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g é, 3 . U

a éa a g m,d,w U,_
m=12t- 11 @alld w=0 U
d d
o] % i o 8 i
a ag (12t-11),d,w ta adg (12t-10),dw
ald w=0 alld w=0
d
o % i
T + a a g 12t,d,w
ald w=0
where:
Is—the—sum—across—all

; :
o 3 |

a a Ymow daye—d b monds ;- of
alld w=0

ol % & v i
. Jdw

allj {m=12t-11 @alld w=0 G b
where:
. st " inalsi:
a
allj
IEEUSIES m,d,w g g
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2 €, g' 0 shal-have-the-meaning-given-to-that-term
m=12t-11 Gald w=0 0 Hparagraph14(6)k{H—of Part 2 of this

7 d AN

_ o 102t ?O 8 J L,l

t C m, d,w U

alj m=12t -11 @alld w =0 u

where:
. . . .;
a- j
allj

gé, g shall-have the meaning-given-to-that-term-in
m=12-11 @alld w=0 paragraph—AE)} k) H—ot—Part—2—of —this
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o B & g , . @ IBEC! ~ 1,000,000 6

allj m=12t-11 galld w:og - 2 ﬂd‘f]

m,0
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m,d,w

-1 B wco 0 paragraph—14(5}IHH—of Part 2 of this

., & |BEC! "~ 1,000,0000;
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o B € P IBEC! “ 1,000,000 U
t allj m=12t-11 @lld ’ MOEC:n,o 9]

m,

12t

o B 6o . U is—the —sum—across—all—terminas——of
a—a eagmd,OLJ

allj m=12t-11Ealld U 12t

12 A
& €o

m=12t- 11 Eall d
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2 ] 2 i
ag (12t 11),d,0 +tag (12t-10),d,0

all d all d
2 i
o *aA 9 1240
alld
where:
o _ is—the—sum—across—all
m,d,0 .
all d oy lnmopin o ob
i
g m,d,0~

c/

o ¥t €o

m,d,0

(e

allj m=12t-11 €alld

m.do Ll

allj m=12t-11 Balld a paragraph- 145D -of Part 2 of this Special
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Moplebe =1 =2 =3 =4 =5
ExCH: 59 62 66 66 6-6
- milli
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ExUSE,

Formaeamyread
Variable =1 =2
ExDSF 258 25%
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Variable =1 =2 =3
ExGAP. 10 10 1
i

Formulayear
Variable =1 =2 =3
ExCOL. -25 25 -1
.
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EXNTSSIC |

AEXNTSIIC | = -
&Ly RIS 2
¢aq EXNTSC ,™™" ~ 15+
all z &
whore:
ExNTSSIc— phcorstoedololwole coopad b recoeal of
formulayoa—t-ofchargos—forcgonc—y—the
i lt_of . :
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ExNFee—2nsth  measps—the—volume—of NTS—exit—capacity
4

allz

AEXLDZIIC, = LDZSIC, -

mio an 7 n

¢q ExLDzC, ™" 15+

Il z &

WHAoEe
Lbzsic— mconctha totol value socrned n pecmect of
formulo e £oof clhopoes fopocone ond
o by the li : :
: | ights:
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allz

. . . |
connection-poiats-of Extpze 22

171




172




173 October2004-0+-3.7)




DMEXC, =§ DMExXC,, —

all s

st

alls

174 October2004-0+-3.7)




175 October2004-0+-3.7)




176

alld

_ o &o

1 z,d
alld@allz
means—the——sum

z,d °



177

allz

BxdPk—
zd




178

EXIPK, , =
EXUCC ,, - EXFC,,

where:
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I o by_the i .
accordance ———with—paragraph
Sy eGii)a)of b ”
ition i | :
rights-to-off-take-gas-from-the NTS-on
plus—15curtaihment days—and-—shallbe
erived.§ he following.f ™
_ g & o)
alld €allz “g
where:
é_ means—the—sum
alld ”l I
formula—year —t—of
a_ means—the—sum
allz ” |
points,——connected
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and——storage
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ExLDZIC,= a4 & EXLDZIICz4d
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14(6) (i) Statement of actual interruption

(i) Thelicensee shall publish by 12:00 hours each day a statement setting out in
respect of each of the licensee's the-NTS-and-foreach-LBZ Distribution
Networks by each exit zone (having the meaning given to that term in the
Heensee sTransco plc's Network Code):

(@) the volumes of NTS-exit—eapacity-and—-LDZ capacity which

were curtailed on the previous day; and

181 October2004-0+-3.7)



(bb) in respect of sub-paragraph (aa) above it initiated such use of
exit capacity curtailment rights for which of the following
reasons. (i) fer—the—purpeses—of—managing—capacity—rights
within-the-NTS—(—for the purposes of managing capacity
rights within the Distribution Networkan—tEBZ—(Hi)ferthe

reasens{H-te-{H); or (iiv) for such other reason as the licensee
shall specify.

(i) The licensee shall retain copies of each statement published pursuant to sub-

paragraph 14(6)(i)(i) of Part 2 of this Special Condition for at |east seven (7)
years.

7 v b back incenti

182 October2004-0+-3.7)




Formulayear
t=1 =2 83
Variable
BBITS 35 10 18
"

Formulayear
Variable =1 132
BBUSEK, 50% 50%

Formulayear
Vartable =1 B2
BBCAP 30 30
n

183




: I i the followd bl
Formulayear
Variabl t=1 t=2 23
e
BBITY 35 20 18
i
A

184




185




186




o o

ald ald

187 October2004-0+-3.7)




188 October2004-0+-3.7)




Formulayear
Vartable t=1 32
_GCEUSK- 2594 25%

Formulayear
Mariable t=1 22
GCCAP- 4 4
m
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t I : : : :

formpulasoopresantone tntbhotalloyuine toble
Formulayear
Merasle =1 B2
SRIT- 158 166
m

Formulayear
Variable t=1 22
SRbsSF- 10004 10004
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Ecr. I locti : :

FormulaYear
=1 | =2 | =3 | t=4 | 85
L
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Formulayear
Mareble =1 =2
GERP- 0702 072
penceper-k\Wh

& & [NTST,,. FORR]

__allg alld
'G‘GRP———'F‘Q—QSW .
é é NTS-';-Z,q,d

allq alld
where:
q Means-each—guarter—informula-year - where-a
. . od_of_t lond
months-and-where g=1 covers the days-between-1
il and inclusive:
é_ means-the-sum-across—all —gquarters g-informula
alq f ° ( ”, )—GF
é_ means-the sum-of across-all-days-in-guarter g-of
may-be;

NTST(24.4=

o
UDQli2q4+ @ Max|UDQIF 54 4-UDQO 54 4.0
alls
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Formulayear
Variable =1 132
RBCAR- 2L 35
f
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. (PIR, -MAX (PPM,,,PIMUL ,))

DPIP, —=DPMCAP
* t PR, -PIMUL ,)
bR, =ppmcol R - MN (PPM,,, PIMLL,)
" ‘ (PR, - PIMLL,)
shocre
PPM,
PR+
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Formulayears
Mediekle =t 82
DPMCAP - 5;000 5,000
£

Formulayears
Variable =1 B2
PIMLL 85% 85%
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tformulayear t£2

1, géTMIBPd’t - TMISR,,)

= 100
\vAv)

PPM;; -~
2k SAR, p
nformulayear 2.3
y _adTMIBP,, -TMISPd‘t)Q, 100
dt 8 SAPd’t B
where:
TMIBP ¢
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H-LPMg < LR then:

. (LR, - MAX[LPM,,,LIMUL ,])

BLIP—=DLMCAR
™ t (LIR, -LIMUL ,)
P~ oumcor IR - MIN [LPM,  LIMLL ]
" t LR, -LIMLL )
wihere
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dt dt dt/» d,t d,t
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. owi ble:
Formulayears
Variable =1 [ =2 | =3 | =4 | 85
G 299 | 282 | 281 | 280 | 266
n
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[Par agraphs 14(7) — 16] : Not used
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Special Condition 29: Allocation of revenues and costs for calculations under the price

control in respect of the Distribution Networ k

1. Unless the Authority otherwise directs any allocation or attribution of revenues, costs,
assets and liabilities performed by the licensee in order to calculate any of the values
referred to in Special Condition 28B (Restriction of revenue in respect of theNTS
transpertation-owneractivity—the Distribution Network transportation activity and-the
NT-S-system-operation-activity) shall conform to the following principles:

@ The licensee shall in so far as is reasonably practicable allocate or attribute
revenues, costs, assets and liabilities in accordance with the activities which cause
the revenues to be earned, costs to be incurred, the assets to be acquired or the

liabilities to be incurred.

(b)  Thelicensee shall perform allocations and attributions:

(i) onan objective basis; and

(i) inamanner caculated not to unduly benefit unduby-the licensee (and/or any
other business held by Transco plc or its affiliates or related undertakings

under a separate licence) or any other company or organisation.

(© The licensee shall perform, wherever practicable, all allocations and attributions

on a consistent basis from one formula year to the next.

2. The licensee will alocate or attribute all revenue earned and costs incurred by the

transportation business to the following activities:

@ the-NT-S-transpertation-ewner-the Distribution Network transportation activity;

. | . ity

. he Dictribut | : ity

(bd)  the metering activities; or
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(ce) excluded services in accordance with the principles set out in Special Condition 30
(Supplementary provisions of the revenue restrictions in respect of the
Distribution Network).

. The licensee shal on or before 1 October 2002 or such later date as the Authority may
direct and thereafter before 1 July in each subsequent formula year (or such longer period
as the Authority may approve) prepare and submit to the Authority a statement in a form
approved by the Authority setting out (consistently with the licensee’s duty under
paragraph 1 and 2 of this Special Condition and consistently with its other duties under
the Act, and the standard, amended standard and Special Conditions) the methods it
intends to use in the alocation and attribution of revenues and costs. As aminimum, the
statement shall distinguish from each other the allocation or attribution of, revenues,
costs, assets and liabilities to each of the activities listed in paragraph 2 of this Special
Condition and where such allocations and attributions have changed from one year to the

next, the licensee shall indicate how and why such basis has been changed.

. The licensee shall re-alocate or re-attribute revenues earned by the licensee and costs
incurred by the licensee to the activities undertaken by the licensee listed in paragraph 2
of this Special Condition in accordance with any direction made in writing by the
Authority within three months of receipt of the statement prepared pursuant to paragraph
3 of this Special Condition so as to bring such re-alocation or attribution into compliance

with paragraph 1 of this Special Condition.

. (@ The licensee shal no later than three months after the end of each formula year
prepare and submit to the Authority a report on the manner in which and the extent to
which the licensee has, during that formula year, complied with the statement prepared
pursuant to paragraph 3 of this Special Condition as modified pursuant to paragraph 4 of
this Specia Condition and whether any modification should be made to that statement to
reflect more closealy the practice of the licensee.

(b)  The report shall be accompanied by a statement from appropriate auditors that
they have carried out an investigation, the scope and objectives of which shall
have been established by the licensee and approved by the Authority, and giving
their opinion as to the extent to which the licensee has properly prepared the report
submitted pursuant to paragraph 5(a) in accordance with paragraphs 3 and 4 of

this Specia Condition.
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6. The licensee shal take al reasonable steps to comply with the statement for the time

8.

being in force pursuant to paragraphs 3 and 4 of this Special Condition.

To the extent the licensee earns revenues or incurs costs in the provision of de minimis
activities in accordance with special condition 2 (Restriction on Activity and Financial
Ring-fencing), the licensee shall report on these revenues and costs in accordance with
this Special Condition.

In this Special Condition:

appropriate auditors shall have the meaning given to that term in Specia
Condition 28A (Revenue restriction definitions_in respect
of the Distribution Network);

transportation business means any activity or engagement undertaken by the
licensee or any affiliate or related undertaking of the
licensee related to the operation, planning, expansion and
maintenance of JFransce’s-its transportation system and
shdl include the NFS-transportation-owner—activity—the

NTS-system-operation-activitythe-Distribution Network
transportation activity, the metering and meter reading

activity and excluded services;

=

Distribution Network shal have the meaning given to that term in Specid
transportation activity

Condition 28A (Revenue restriction definitions in respect
of the Distribution Network)

metering activity shall have the meaning given to that term in Specia
Condition 32 (Nondiscrimination in the provision of

metering activities);
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excluded services means any activity or engagement undertaken by the
licensee or any affiliate or related undertaking of the
licensee that has been determined by the Authority to be
an excluded service in line with the principles outlined in
Specia Condition 30 (Supplementary provisions of the
revenue restrictions_in_respect of the Distribution
Network).
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Special Condition 30: Supplementary provisions of the revenuerestrictions in respect of
the Distribution Networ k

1. There may be treated as excluded services services provided by the licensee in the

provision of itsNFS—FO—acthvity—Hs-NTS-SO—activity—erits Distribution Network

transportation activity in respect of which charges are made which:

@ do not fall within Special Condition 28B (Restriction of revenue in respect of
theNTS—transpertation—owner—activity—the Distribution Network transportation
activity-and-the NTS system-operation-activity); and

(b) may be determined by the licensee as faling under one of the principles set out in

paragraphs 2 to 4 of this Special Condition.

2. No service provided by the licensee as part of itSNTSTFO-activity—NTS-SO-activity—or
Distribution Network transportation activity shall be treated as an excluded service in so

far as it relates to the provision of services remunerated through charges levied pursuant
to:

{b)-paragraph 7 of Part 1 b of Special Condition 28B (Restriction of revenue in respect of
theNTS-transportation-owner—activity—the Distribution Network transportation activity
and-the NTS system-operation-activity)..-and

3. The whole or an appropriate proportion of the charges received for the following may be

treated as excluded services:
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@ subject in each case to paragraphs 11 and 12 of standard condition 48 (Last Resort
Supply: Payment Claims), are of an amount equal to the increases in its charges

pursuant to paragraph 5 of said standard condition 48; or

(b) derive from supplemental charges within the meaning of amended standard
condition 4C (Charging Gas Shippers — Supplemental Connection Charges); or

(© derive from charges in respect of the provision of emergency services unde
contracts entered into pursuant to Special Condition 19 (Emergency services to or

on behalf of another gas transporter); or

(d) represent revenue equa to any alowance made or charges (in respect of gas
treated as not having been taken out of its pipeline system) required to be foregone
for the purpose of paragraphs 5 and 6 of standard condition 7 (Provision of
Information Relating to Gas Illegally Taken); or

(e derive from the execution of works in connection with the provision of, or the
carrying out of modifications to, points at which gas may be introduced into or

taken off the transportation system.

. There may with the approval of the Authority be treated as an excluded service any

service of atype not referred to which:

@ consists in the provison of services for the specific benefit of a third party

requesting the same; and

(b)  isnot made available by the licensee as a normal part of its NFSTO-activity, NTS
SO-acthvity-or-Distribution Network transportation activity.

. Where the Authority is satisfied that in light of the principles set out in paragraphs 2 to 4
inclusive of this Specia Condition any service treated by the licensee as an excluded
service should not be so treated, the Authority shall issue directions to that effect and such
service shall cease to be treated as an excluded service with effect from the date of issue
of such directions or such earlier date as specified in the directions being not earlier than
the commencement of the relevant year to which the statement last furnished b the

Authority pursuant to paragraph 3 of Special Condition 29 (Allocation of Revenues and
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Costs of Calculations under the Price Control in respect of the Distribution Network)

prior to issue of such directions related, unless such statement or the accompanying report
or certificate referred to in paragraph 5 of that Specia Condition or any earlier such

statement, report or certificate was incorrect or misleading in any material aspect.
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Special condition 33: Information to be provided to the Authority in connection with the

transportation system revenuerestrictionin respect of the Distribution Network

1. The licensee shall provide statements to the Authority of the information specified in the
following table for each of the licensee's Distribution Networks for the periods identified
in that table and by the dates specified in that table. Where information is derived from a

formula defined in the licence, the component parameters of that formula shall aso be
reported. Where information is requested in respect of periods of less than a full formula
year, the licensee shall provide such information on a reasonable endeavours basis. All
revenue and information provided shall comply with Special Condition 29 (Allocation of
revenue and costs for calculations under the price control in respect of the Distribution
Network).

Description | Licence definition Period Reporting
deadline
TOR: NTStransportation-ownerrevende | Formulayears | By-30-Jdune
Hebermanle

sreppte=d
TOREVBECG, | Revendederived fromthesdeot | Formulayears | By-30-June
NTS SO baseline entry capacity nformula

seoop el
TOEXRE, Revenue derived-inrespect of the | Formulayears | By-30-June
. : v basdli : I

exit-capacity yeart+1
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Distribution Network transportation activity

EBZDNR Distribution Network Formula years | By 30 June
transportation activity revenue in formula
year t+1
E Out-turn mains costs Formulayears | By 31 July in
formula year
t+1
Lot Lengths of included mains Formulayears | By 31 July in
decommissioned by diameter band formula year
t+1
LEBZDNK; Distribution Network Formula years | By 30 June
transportation activity revenue in formula
adjustment factor year t+1
Distribution Network Formula years | By 30 June
transportation quantity in formula
year t+1
Commercial user quantity Formula years | By 30 June
in formula
year t+1
Vi Very large user quantity Formula years | By 30 June
in formula
year t+1
Small interruptible user quantity Formula years | By 30 June

in formula
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in formula

year t+1
Emergency Services
Revenues earned and costs | Formula years | By 30 June
incurred in the provison of in formula
emergency services to other gas year t+1
transporters, by gas transporter,
including a description of the
services provided.
SohBE Mopdbam—hs—setomanoratior | mepmanlasionis | 2y20dune
revenue wn-formula
o=l
EOHORED Leformule
year =t
SOIG, NTS system-operation-costs Formulayears | By-30-June
w-formdla
sregpte=d
SORA, Any—allowance—in—respect—of | Formulayears | By-30-June
volume)
SOk NTS SO revende-adjustment factor | Formulayears | By-30-Jdune
nformula
e
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Exit-capacity-havestment-acentive-HformationExit | nformation Reporting

revenue n—formula
e
ExCPR Exitperformance measdre Formulayears | -By—30-June
—formula
year {+1
. — s I
ined ocilit : : |
" : :
I i Tadd I
: : : . : : I
: | s for_all
I .
Volumes, prices paid and charges | Formulayears | By 30 June
forgone in respect of LDZ capacity in  formula
curtailment rights, aggregated—-by year t+1
EBZDistribution Network
I I o I
” | il : : |
to-off-take-gas-from-the NTS-on- yeart+1
plus—15curtailment—days—foral-
NTS connected sites, aggregated
by-exitzone
Volumes and payments made in | Formulayears | By 30 June
respect of the curtailment of rights in  formula
to off-take gas from the LBZs year t+1

Distribution Network on plus 15
curtailment days,—aggregated—by
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Volume-and-priceof capacity 2 weeks after
bookinas | ined hend
ciliti
HEXR tncremental-exit-capacity revenue By—30—June
m—formula
FEXC, Actua-NTS exit-capacity By—30—June
m—formula
ABEXNTSHG, | Weighted-average charge payable By —30—June
. F | : in ol
rights—to—off-take —gas—from—the
NTSonplus 15 curtaillment-days
AEXLDZHG, | Weighted-average charge payable -By-30-June
. F 1 : in formul
rights—to—off-take —gas—from—the
LDZsonplus b curtaiiment-days

HECCG, Total—entry—capacity—constraint | Formulayear | By—30—June
management costs m—formula

HECCG, Total—entry—capacity—constraint | Yeartodate | Monthly —2
management costs weeks after

month-end
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F ¥ I
"~y nal
RLOC =eoyenueromnloestoral ool | bopmuioyenr | borfopmpuls
actens PORRE S
30—June—in
formula—year
t=1
lecotionalcotions by trade yeope——12
D+1
RCOR: Revenue—from—system—entry 4 yeeks after
overrun-charges mentond
Volume and prices of system-entry 4 weeks after
. I inal b end
Volume of system-entry capacity- 4 weeks after
gl vice_issued | b end
Transco-and-any-associated-costs
Joabalancna ot .
SHR Sum—of —total—daily—residual | Formulayears | By—30—Jdune
balancing. : :
yo=d
SHP, Sum—of —total—dailly—residual | Yeartodate | Monthly —2
balancine.i : I :
ment-ond
REIR o P . I
FOHORED m—formula
sreppte=d
RBIR, Cumulativebalance—and—end-—of | Yeartodate | Monthly —2
vear forecast of residual gas weelks —after
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F ; o I F
balancine.i : hend
SBRIP Sum—of—daiby—price—incentive | Formulayears | By—30—June
—formula
SDRIR, Sum—of —dally—price —incentive | Yeartodate | Monthly—2
weeks —after
month-end
SDLR, Sum—of—daily tinepack—ncentive | Formulayears | By—30—June
—formula
SDLIP, Sum—of —dalylinepack—ihcentive | Yeartodate Monthhy—2
weeks —after
month-end

ST . i
i I hend

. :
By, Daily- lnepack-thcentive payment | For—each—day | 2 weeks-after
—the—month | month-end

H-guestion
=TV A v balane . i i
: i 4 I hend

. :
EPMg. Linepack-performance measure For—each—day | 2-weeks after
n—tho—menth | mrepthond

H-guestion
OLPRy: Opening-linepack-levds For—each-day | 2 weeks after
—the—month | month-end
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CLPy, Closinglinepack-tevels For—each—day | 2-weeks-after
i 4 I hend
-guestion
SAR: System-average price
FVHBRy, Highest—market—offer —price—in
- licibl I
balanci :
FVHSPy. Lowest—market—offer—price—in
- licibl I
balanci .
balancinal AVPNTY: -
m—Fformula
sl Cumulative Bolance apeopcof | Yeortocoie | Meptabye—4
yearforecast-of -system-balancing weeksafter
Hcentiverevenue month-end
GCIR, Gas cost-incentive revende Formulayears | By—30—Jdune
m—formula
GCIR, Cumulative balance—and—end—of | Yeartodate | Monthly—4
year-forecast-of gas-cost-incentive weeks—after
month-end
Daily —system——gas—balancing | For—eachday | 2 weeksafter
—the—month | month-end
H-guestion
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== System reserve ihcentiverevenue | Formulayears | By—30—June
—formula

S Cumulative balance—and—end—of | Yeartodate | Monthhy—4
year—forecast—of —system—reserve weeks —after
Hcentiverevenue month-end

GCCP, Gas—cost—incentive—performance | Formulayears | By—30—June
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SORCR, Deemed return—on-—the NTS-SO | Formulayear | By—30—June
regbelopesenn Dose in—formudla

year=t
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2. If, prior to the fulfilment of its obligations under paragraph 3 of this Special Condition,
the licensee becomes aware of any inaccuracies in respect of information it has provided
to the Authority in pursuance of its obligations under paragraph 1 of this Special
Condition it shall notify such inaccuracies to the Authority together with details of why

such information is inaccurate and of the correct information.

233




3. As soon as reasonably practical after the end of each formula year and in any event no
later than three months after the end of the formula year the licensee shall send to the
Authority a reconciliation of the information provided in accordance with paragraph 1 of
this Special Condition for periods of less than the formula year with that provided for the
full formula year together with a written explanation of any discrepancies.

4. The reconciliations provided by the licensee under paragraph 3 of this Special Condition
shall be accompanied by a report prepared by appropriate auditors addressed to the
Authority which indicates whether, in their opinion:

- that statement fairly presents so far as ist reasonably possible to do so the
licensee' s performance against each of the performance measures provided for in
Special Condition 28B (Restriction of revenue in respect of theNTFS
transpertation-owneractivity-the Distribution Network transportati orectivity-—and
the-theNT-S-system-operation activity) in respect of the formula year to which the

statement relates; and

- that statement used data compiled in accordance with Specia Condition 29
(Allocation of revenues and costs for calculations under the price control in

respect of the Distribution Network) and is consistent with the licensee's

accounting records; and

- any explanations given by the licensee under paragraphs 2 and 3 of this Special
Condition in respect of the formula year in question were reasonable and

consistent with the information supplied.
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Special Condition 34

capaeity-volumes Not used
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Special Condition 35: NTFSperformancereportingNot used
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Special Condition 36: L-BZDistribution Networ k incentive scheme and performance

reporting in respect of the Distribution Network

1. The principal purpose of this Special Condition is to secure the collection of information

to an appropriate degree of accuracy, by the licensee so as:

@ to facilitate the establishment and operation of an incentive scheme (“the

scheme”) to improve the operation of, and delivery of appropriate output from the
licensee' s LB Z-nhetwork;Distribution Network;

(b)  to monitor the operation of, and delivery of appropriate output from, the licensee’'s
LEDBZ-network;Distribution Network; and

(© to facilitate the development of an expenditure monitoring framework.

2. Thelicensee shall establish appropriate systems, processes and procedures to measure and
record specified information from the dates specified in paragraph 4 of this Special
Condition and in accordance with regulatory instructions and guidance (including any
associated information specified therein).

3. For the purposes of this Special Condition:

revenuerestriction means the Distribution Network activity revenue restriction
in Specia Condition 28B (The Distribution Network
transportation activity revenue restriction) Part 1 b—(Fhe
. I . .
iction).:

charging review date means any date from which modifications to Speciad

Condition 28B (The Distribution Network transportation

activity revenue restriction) Part 1 b (Fhe—Distribution
Network-transportation-activity revenue restriction)relating
to the licensee’'s Distribution Network EBZ-network—have
effect:
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formula year

Distribution Network

EDBZ Distribution
Network peak demand

M number database

supply year

@ whether before or after the date upon which the
modifications are made;

(b) where such modifications have been proposed by
the Authority following a review by the Authority
of the revenue restrictions in Specia Condition
28B (The Distribution Network transportation
activity revenue restriction) Part 1 b {Fhe

ctribut I : .
revenue—resiriction) (or that part to which the

modifications relate) in relation to the licensee;

has the meaning given to that term in Special Condition 28A

(Revenue restriction definitions in respect of the Distribution
Network);

has the meaning given in Paragraph-6A-of-Special Condition
28AB-part-1b (Revenue restriction definitions in respect of

the Distribution Network).

has the meaning given in Sstandard Ceondition 16 (pipe-line
system security standards);

means the licensee's database which allocates a unique
number to identify particular supply meter points as defined
in the-HeenseeT ransco plc’s Network Code;

for the purposes of this Special Condition only, means any
continuous period of twelve months commencing 1 October
in each year and ending on 30 September in the immediately

following year;
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regulatory instructions
and guidance

means any instructions and guidance issued by the Authority

for the purposes of this Specia Condition as modified from

time to time by notice under paragraph 9 and may include:

@

(b)

(©

(d)

(€

(f)

instructions and guidance as to the establishment
of different systems, processes, procedures and
manners for providing and recording information
and of standards for different classes of

information;

a timetable for the development of the systems,
processes and procedures required to achieve the
appropriate standards of accuracy and reliability
with which  specified information shal be

recorded;

the meaning of words and phrases used in defining

specified information;

requirements for the recording of information
associated with specified information which is
reasonably necessary to enable an examiner to
determine the accuracy and reliability of specified

information;

requirements as to the form and manner in which
specified information shall be provided to the
Authority;

requirements as to the manner in which specified
information shall be recorded and as to the
standards of accuracy and reliability with which it
shall be recorded; and
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(9 a statement as to whether and to what extent each
category of specified information is required for

the purposes of the scheme;

specified information Means

@ information regarding interruptions comprising:

() the number of interruptions to supply, not
caused pursuant to contract, per year in
aggregate and disaggregate form in respect of
thebDZ—network—and—each  Distribution
Network in the form and manner specified in

the regulatory instructions and guidance; and

(i) the duration of interruptions to supply, not
caused pursuant to contract, per year in
aggregate and disaggregate form in respect of
thebBZ—network—and—each  Distribution
Network in the form and manner specified in

the regulatory instructions and guidance.

(b) information regarding queries from shippers,

comprising:

() the percentage of Shipper queries resolved
within 10 business days in aggregate and
disaggregate form in respect of the LBZ
networkDistribution Network in the form and

manner specified in the regulatory instructions

and guidance;

(i) the percentage of shipper queries resolved
within 20 business days in aggregate and
disaggregate form in respect of the LBZ
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(©)

(d)

networkDistribution Network in the form and
manner specified in the regulatory instructions

and guidance; and,

(i) the mean time taken to resolve outstanding

()

(i)

(0)

shipper queries in both aggregate form and
disaggregate form in respect of the LDBZ
networkDistribution Network in the form and

manner specified in the regulatory instructions

and guidance.

information regarding the M-number CD-ROM

comprising:

an assessment of the reliability of the M-
number CD-ROM service in respect of the LBZ
networkDistribution Network in the form and

manner specified in the regulatory instructions

and guidance; and

a report of invalid or out of date information on
the M-number CD-ROM service in respect of
the EBZ—networkDistribution Network in the
form and manner specified in the regulatory

instructions and guidance;

information regarding the replacement of mains
and services (as the same are defined in the

regulatory instructions and guidance) comprising:

the amount of mains decommissioned per year
by the licensee, measured in kilometres and in
aggregate and in disaggregate form in respect
of theLBZ network—and—each Distribution
Network in the form and manner specified in
the regulatory instructions and guidance;
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(€

(if)

(iii)

(iv)

v)

the amount of replacement mains per year
installed by the licensee, measured in
kilometres in aggregate and in disaggregate
form in respect of theLBZnetweork—and-each
Distribution Network in the form and manner
specified in the regulatory instructions and
guidance;

the number of services decommissioned per
year by the licensee in aggregate and
disaggregate form in respect of theLBZ
network—and-each Distribution Network in the
form and manner specified in the regulatory

instructions and guidance;

the number of replacement services installed
per year by the licensee in aggregate and
disaggregate form in respect of thekBZ
netwerk—and-each Distribution Network in the
form and manner specified in the regulatory

instructions and guidance; and,

the number of services transferred per year by
the licensee in aggregate and disaggregate form
in respect of theLBZ —network—and—each
Distribution Network in the form and manner
specified in the regulatory instructions and

guidance.

information regarding LBZDistribution Network

peak demand measured in aggregate and
disaggregate form in respect of theLDZ-network
and—each Distribution Network in the form and

manner specified in the regulatory instructions and

guidance including:
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(f)

)

(h)

() theestimated 1-in-20 LBZDistribution Network
peak demand for the current supply year; and

(i) the licensee's forecast 1-in20 LBZ
Distribution Network peak demand for the next

10 supply years.

information regarding environmental performance

measures including;

() methane emissions in each formula year
measured in estimated tonnes in respect of
thebDZ—network—and—each  Distribution
Network in the form and manner specified in

the regulatory instructions and guidance; and

(i) loss of containment of gas reportable to the
Health and Safety Executive in accordance with
the Control of Magor Accident Hazards
Regulations 1999 in the formula year in respect
of theLBZ network—and—each Distribution
Network in the form and manner specified in

the regulatory instructions and guidance.

an analysis of trends observable from the
LDBZDistribution Network environmental

measures.

supporting information including:

() information regarding annual demand in respect
of theLBDZ—network—and—each Distribution
Network in the form and manner specified in

the regulatory instructions and guidance;
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(if)

(iii)

(iv)

v)

(Vi)

information regarding all new connections from
the LBZ—networkDistribution Network  to

premises or to pipeline systems operated by an

authorised gas transporter in respect of thekBZ
network—and-each Distribution Network in the
form and manner specified in the regulatory

instructions and guidance;

information  regarding al  rechargeable
diversions as defined in Special Condition 28B
(Restriction of revenue in respect of theNTS
transportation—owner—aetivity—the Distribution
Network transportati orestivity—and—the—NTS
system-operation activity) in respect of theLbZ
networkand—each Distribution Network in the
form and manner specified in the regulatory

instructions and guidance

information regarding escapes of gas which
have been reported by members of the public in
aggregate and disaggregate form in respect of
thebkDZ—network—and—each  Distribution
Network in the form and manner specified in

the regulatory instructions and guidance;

information regarding the accuracy of one and
three-year ahead annual and peak demand
forecasts in respect of the LBZ-network—and
each—Distribution Network in the form and
manner specified in the regulatory instructions

and guidance;

information regarding gas in buildings as the
same is defined in the licensee's engineering
instructions as the same may be updated from

time to time in respect of thelBDZ-retwork-and
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each Distribution Network in the form and
manner specified in the regulatory instructions

and guidance; and

(vii) information regarding cast iron mains fractures
in respect of theLBZ—network—and—each
Distribution Network in the form and manner
specified in the regulatory instructions and

guidance; and

() such other information as may from time to time
be specified by the Authority, by notice to the

licensee in accordance with paragraph 9.

4. The licensee shal collect specified information in respect of:

@

(b)

(©

the matters specified in sub-paragraph (&) of the definition of specified
information from and including 1 April 2003;

the matters specified in sub-paragraph (b)-(h) of the definition of specified
information from and including 1 April 2002; and

any matter specified under sub-paragraph (i) of that definition from the date

specified in a notice given in accordance with paragraph 9.

5. Thelicensee shdl provideto the Authority:

@

the information referred to in sub-paragraph (a) of the definition of specified
information, with respect to the formula years commencing on 1 April 2003 and 1
April 2004, on or before 31 July (information regarding the previous quarter), 31
October (information regarding the previous quarter), 31 January (information
regarding the previous quarter) and 30 April (information regarding the previous
quarter and the previous formula year) in each respective year (or on such later

dates as the Authority may by notice specify);
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8.

(b)  the information referred to in sub-paragraph (a) of the definition of specified
information, on 30 April 2006 and then annually on that date (information
regarding the previous formula year) (or on such later dates as the Authority may

by notice specify);

(© the information referred to in sub-paragraphs (b) - (h) of the definition of specified
information on 31 July 2003 and then annually on that date (information regarding
the previous formula year) (or on such later dates as the Authority may by notice

specify); and

(d)  the information referred to in sub-paragraph (i) of the definition of specified
information in respect of such period and by such date as shall be specified in the

relevant notice in accordance with that sub-paragraph.

The licensee shall permit a person or persons nominated by the Authority (in each case
“an examiner”) to examine the systems, processes and procedures referred to in paragraph
2 and their operation, the specified information ard the extent to which each complies,
and is in accordance, with this Special Condition and the regulatory instructions and

guidance.

The licensee shall (and shall procure, insofar asit is able to do so, that any affiliate of the
licensee, any person by whom it procures the performance of the obligation in paragraph
2 and any auditor of such person or of the licensee shall) co-operate fully with an
examiner so as to enable him to carry out, complete and report to the Authority on any

examination carried out in accordance with paragraph 6.

The licensee’s obligation under paragraph 7 to cooperate or procure cooperation with an
examiner shall include, without limitation and insofar as necessary or expedient for such

purpose, in each case subject to reasonable prior notice to the licensee:

@ providing access to management, employees, agents or independent contractors of
the licensee sufficient to enable the examiner to make any enquiries and to discuss
any matters which he reasonably considers to be relevant to the carrying out of the

examination;
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(b)

(©

giving to the examiner access at reasonable hours to any premises occupied by the

licensee or any other person in performing the obligations set out in this Special

Condition; and

allowing the examiner at reasonable hours:

()

(i)

(iii)

to inspect and make copies of, and take extracts from, any documents and

records of the licensee maintained in relation to specified information;

to carry out inspections, measurements and tests on or in relation to any
systems maintained and operated for or in relation to the requirements of this
Specia Condition; and

to take onto such premises or onto or into any assets used for the purpose of
the licensee’ s Distribution network such other persons and such equipment as
may be necessary or expedient for the purpose of carrying out the

examination.

9. A notice published by the Authority which adds to the categories of specified information

or which modifies regulatory instructions and guidance (in each case, an “amendment”)
shall have effect where the Authority has:

@

(b)

given prior notice to the licensee:

()

(if)

(iii)

stating that it proposes to make the amendment and setting out its effect, the
date it is proposed it should take effect and (where relevant) whether the
additional category of specified information is required for the purposes of the

scheme;

stating the reasons why it proposes to make the amendment;

specifying the time (not being less than 28 days from the date of publication
of the notice) within which representations or objections with respect to the
proposed amendment may be made; and

considered any representations or objections which are duly made and not

withdrawn.
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10. A notice under paragraph 9 may not, where the amendment relates to a requirement in

11.

12.

regulatory instructions and guidance to provide any specified information to a greater
level of accuracy or the introduction of an additional category of specified information,
specify a date for the purpose of paragraph 9(a)(i) other than a charging review date nor
be given less than 12 months prior to that date unless the licensee has agreed an

aternative date or period of notice.

@ In relation to the information referred to in sub-paragraph (@) of the definition of
specified information, where the amendment relates to the specification of
required levels of accuracy in the regulatory instructions and guidance prior to 1
April 2004, the period of 12 months referred to in paragraph 10 above shall be
substituted with 3 months and the amendment may take place other than at a

charging review date.

The reasons for proposing an amendment which relates to any change in regulatory
instructions and guidance (other than that referred to in paragraph 10) in respect of
specified information which is or is intended to be equired for the purposes of the

scheme may have regard in particular to the desirability of:-

@ improving the presentation or style of the regulatory instructions and guidance or

of the form and manner in which the specified information is to be provided;

(b) summarising the terms of reference and instructions from time to time given to an

examiner; or

(© setting out any of the matters referred to in paragraphs (a) to (f) of the definition
of regulatory instructions and guidance in respect of any additional category of

specified information

so as more effectively to achieve the purposes of this Special Condition.

Nothing in this Specia Condition shall require the licensee to produce any documents
which it could not be compelled to produce or give in evidence in civil proceedings
before a court.

257



OO | O

OO | O

2002/3 | 200314 | 2004/5 | 200518 | 2006/7
1527 1646 1839 1939 | 1939
812 790 790 791 791
Easington 1105 985 1141 1180 | 1180
StFergus 1689 1721 1809 1831 | 4863
; 910 823 834 845 845
Theddlethorpe 758 5628 879 942 942
Glenmavis 110 110 110 110 110
Partingten 239 239 239 239 239
Avenmouth 165 165 165 165 165
Ideof Grain 243 243 243 243 243
Dynevor-Arms 55 55 55 55 55
195 195 195 195 195
Hatfield Moor{storage) 60 60 80 80 80
; 0 0 119 179 233
Hole House Farm 29 29 29 29 29
Wastch Farm 36 36 36 36 36
0 0
0 0
0 0

OO | O
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MONTH

1EmEL2 | 13EmE24 | 25EmE36 | 37EmE4S | me 49

2002/3 | 200314 | 2004/5 | 20056 | 20087

1374 1481 1655 1745 1745

731 711 711 712 712

Easington 995 887 1027 1062 1082
St-Fergus 1520 1549 1628 1648 1677
; 819 741 751 761 761
Theddlethorpe 582 565 791 848 848
Glenmavis 99 99 99 99 99
Partington 215 215 215 215 215
Avonmouth 149 149 149 149 149
Ideof Grain 218 218 218 218 218
Dynevor-Arms 50 50 50 50 50
175 175 175 175 175

Hatfield Moor {storage) 54 54 54 54 54
Hatfield Moor {onshore) 1 1 1 1 1
' 0 0 107 161 214
Hole House Farm 26 26 26 26 26
Burton Point 55 55 55 55 55
0 0 0 0 0

0 0 0 0 0

0 0 0 0 0
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200202 | 200zl | 200405 | 20058 | 2008H

Schedule A [Tables A1 — A4]: Not used
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