To all holders of a Gas Transporter Licence:

Gas Act1986
Section 23(1)(b)

MODIFICATION OF THE STANDARD CONDITIONS OF GAS TRANSPORTER LICENCES
GRANTED OR TREATED AS GRANTED UNDER SECTION 7 OF THE GAS ACT 1986.

Whereas -

1. Each of the companies to whom this document is addressed is the holder of a gas
transporter licence (“a Licence”) granted or treated as granted under section 7 of the Gas
Act 1986 (“the Act”) to transport gas for the term and subject to the conditions
contained in its Licence.

2. In accordance with section 23(2) of the Act the Gas and Electricity Markets Authority
(“the Authority”) gave notice on 5 June 2015 (“the Notice”) that it proposed to modify the
following Standard Conditions of the Licence:

(a) Standard Condition 30: Regulatory Accounts;

(b) Standard Condition 1: Definitions;

(c) Standard Condition 30A: Change of Financial Year; and
(d) Standard Condition 44: Availability of Resources.

3. The Notice required any representations on the modifications to be made on or before
17 July 2015.

4. In accordance with section 23(4)(b) of the Act, the Authority gave notice of its
intention to make the modifications to the Secretary of State and has not received a
direction not to make the modifications.

5. The Authority received one response to the Notice prior to the close of the
consultation period which was supportive of the proposed modification and which has been
placed on the Ofgem website.

6. The Authority gives the following reasons for making the licence modification:

(a) to ensure that the requirements for the preparation, submission and
availability of accounts by independent gas transporters® are consistent
with the requirements of the Gas Directive, Directive 2009/73/EC; and

(b) to remove the requirement for independent gas transporters to prepare
regulatory accounts for periods corresponding to the ‘Formula Years’
referred to in gas distribution price controls. This is because independent
gas transporters are not directly subject to those price controls.

! Independent gas transporters develop, operate and maintain local gas transportation networks embedded in the
larger networks operated by incumbent gas distribution network operators.



7. The effect of the modifications will be:

(a) to remove the requirement for independent gas transporters to prepare,
and have audited separate regulatory accounts, including current cost
accounts; and

(b) to require each independent gas transporter to:

(i) produce annual accounts in accordance with the requirements of the
Companies Act 2006, as amended, that are applicable to limited
companies, even if it is not itself such a company;

(i) keep a copy of the accounts referred to in subparagraph (i) at the
disposal of the public at its principal place of business if it is not
required to file the accounts at Companies House;

(iii) keep separate internal accounts for different segments of its
business (if applicable); and

(iv) arrange, where appropriate, for agreed upon audit procedures to be
carried out by an appropriate auditor in relation to the obligation on
the licensee to avoid discrimination and cross-subsidies.

8. The Authority considers it necessary to make one minor alteration to the modification
set out in the Notice. This alteration is shown in red in the attached Schedule 2. The
reason for the difference between the modification set out in the Notice and the
modification reflected in Schedule 2 is to correct a paragraph cross reference.

9. Where an application for permission to appeal the Authority’s decision is made to the
Competition and Markets Authority (CMA) section 23B of the Act, Rule 5.7 of the CMA’s
Energy Licence Modification Appeals Rules requires that the appellant must send to any
relevant licence holders who are not parties to the appeal a non-confidential notice
setting out the matters required in Rule 5.2. The attached Schedule 1 provides a list of
the relevant licence holders in relation to this modification. The meaning of ‘relevant
licence holder’ is set out in section 23(10) of the Act.

Now therefore

In accordance with the powers contained in section 23(1)(b) of the Act, the Authority
hereby modifies the Standard Conditions of the Licence in the manner specified in
attached Schedules 2 to 5. This decision will take effect on and from 1 October 2015.

This document constitutes notice of the reasons for the decision to modify the Licence as
required by section 38A of the Act.

The Official Seal of the Gas and Electricity Markets Authority
here affixed is authenticated by the signature of

- LS

Ian Rowson

Associate Partner, Regulatory Finance

Duly authorised on behalf of the

Gas and Electricity Markets Authority 22 July 2015



Schedule 1 to the Authority’s Notice under section 23(1)(b) of the Gas Act 1986
dated 22 July 2015

Relevant licence holders

Condition subject to modification Relevant licence holders

Standard Condition 30 Each of the licensees
Regulatory Accounts

Standard Condition 1 Each of the licensees
Definitions
Standard Condition 44 Each of the licensees

Availability of Resources

Standard Condition 30A: Each of the licensees
Change of Financial Year




Schedule 2 to the Authority’s Notice under section 23(1)(b) of the Gas Act 1986
dated 22 July 2015

The modification is to delete the text shown crossed out below and to insert the text shown
double underlined below.

Condition 30: Regulatory Accounts
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Schedule 3 to the Authority’s Notice under section 23(1)(b) of the Gas Act 1986
dated 22 July 2015

Condition 1: Definitions and interpretation

The modification is to delete the text shown crossed out below.
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Schedule 4 to the Authority’s Notice under section 23(1)(b) of the Gas Act 1986
dated 22 July 2015

The modification is to delete the text shown crossed out below and to insert the text shown
double underlined below.

Condition 30A: Change of Financial Year
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Schedule 5 to the Authority’s Notice under section 23(1)(b) of the Gas Act 1986
dated 22 July 2015

The modification is to delete the text shown crossed out below at paragraph 3:
Condition 44: Availability of Resources

Statement of factors and report by auditors in relation to financial resources

certificate

3. The licensee must ensure that the certificate given to the Authority under

paragraph 2 is accompanied by:

(a) a statement of the main factors that the licensee’s directors have taken

into account in giving that certificate including reference to:

(i) the main financial resources and financial facilities available

to the licensee; and

(i) the most recent cash flow statement prepared for the
licensee;

and

(b) a report prepared by its auditors and addressed to the Authority
which states whether or not the auditors are aware of any
inconsistencies between, on the one hand, that certificate and the
statement submitted with it under sub-paragraph (a) and, on the

other hand, any information that they obtained during their audit

work grder-Standard-Condition-A30-(Regulatery-Acceunrtsy on the
licensee’s Regulatery-Aaccounts.



