Standard Condition B7. Availability of Resources

1. The licensee shall at all times act in a manner calculated to secure that it has
available to itself such resources, including (without limitation) management
and financial resources, personnel, fixed and moveable assets, rights, licences,
consents and facilities, on such terms and with all such rights, as shall ensure that
it is at all times able:

@ to properly and efficiently carry on the transmission business; and

(b) to comply in all respects with its obligations under this licence and such
obligations under the Act as apply to the transmission business including,
without limitation, its duty to develop and maintain an efficient, co-

ordinated and economical system of electricity transmission.

2. The licensee shall by 31 July of each year submit to the Authority a certificate,
approved by a resolution of the board of directors of the licensee and signed by a

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

@ “After making enquiries, and having taken into account in particular (but
without limitation) any dividend or other distribution which might
reasonably be expected to be declared or paid by the licensee, the
directors of the licensee have a reasonable expectation that the licensee
will have sufficient financial resources and financial facilities available to
itself to enable the licensee to carry on the transmission business and
activities authorised by the licence held in accordance with its obligations
under the Electricity Act 1989 for a period of 12 months from the date of
this certificate.”

(b) “After making enquiries, and having taken into account in particular (but
without limitation) any dividend or other distribution which might
reasonably be expected to be declared or paid by the licensee, the
directors of the licensee have a reasonable expectation, subject to what is
explained below, that the licensee will have sufficient financial resources

and financial facilities available to itself to enable the licensee to carry on



the transmission business and activities authorised by the licence held in
accordance with its obligations under the Electricity Act 1989 for a
period of 12 months from the date of this certificate. However, they
would like to draw attention to the following factors which may cast

doubt on the ability of the licensee to carry on the transmission business.”

(© “In the opinion of the directors of the licensee, the licensee will not have
sufficient financial resources and financial facilities available to itself to
enable the licensee to carry on the transmission business and activities
authorised by the licence held in accordance with its obligations under
the Electricity Act 1989 for a period of 12 months from the date of this

certificate.”
3. The licensee shall submit to the Authority with that certificate:

0] a statement of the main factors which the directors of the licensee
have taken into account in giving the certificate, together with a

confirmation of the availability of financial facilities; and

(i) a cashflow forecast, movement in net debt and analysis of net
debt.

4. The documents submitted to the Authority in accordance with paragraph 3 shall
be approved by a resolution of the board of directors of the licensee and must be

signed by a director of the licensee pursuant to that resolution.

5. The licensee shall inform the Authority in writing immediately if the directors of
the licensee become aware of any circumstance which causes them no longer to
have the reasonable expectation expressed in the most recent certificate given
under paragraph 2.

6. The licensee shall require that each certificate provided in accordance with
paragraph 2 is accompanied by a report prepared by its auditors and addressed to
the Authority stating whether or not the auditors are aware of any inconsistencies
between, on the one hand, that certificate and the statement and cashflow

forecast, movement in net debt, analysis of net debt submitted with it and, on the



other hand, any information which they obtained during their audit work on the
regulatory accounts of the licensee prepared pursuant to standard condition B1

(Regulatory Accounts).

The directors of the licensee shall not declare or recommend a dividend, and
the licensee shall not make any other form of distribution within the meaning
of section 263 of the Companies Act 1985, or redeem or repurchase any share
capital of the licensee unless prior to the declaration, recommendation or
making of the distribution (as the case may be) the licensee has issued to the
Authority a certificate complying with the following requirements of this
paragraph:

@ The certificate shall be in the following form:

“After making enquiries, the directors of the licensee are satisfied:

Q) that the licensee is in compliance in all material respects with
all obligations imposed on it by standard condition B4
(Provision of Information to the Authority), standard condition
B6 (Restriction on Activity and Financial Ring Fencing),
standard condition B7 (Availability of Resources), standard
condition B8 (Undertaking from Ultimate Controller), standard
condition B10 (Credit Rating) and standard condition B9

(Indebtedness) of its licence; and

(i) that the making of a distribution of [ ] on [ ] will not, either
alone or when taken together with other circumstances
reasonably foreseeable at the date of this certificate, cause the
licensee to be in breach to a material extent of any of those

obligations in the future.”

(b) The certificate shall be signed by a director of the licensee and must
have been approved by a resolution of the board of directors of the
licensee passed not more than 14 days before the date on which the

declaration, recommendation or payment will be made.



(©

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

issuing of that certificate.



