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Mark Powles

Managing Director

Scottish Water Business Stream
55 Buckstone Terrace
Fairmilehead

Edinburgh EH10 6XH

Dear Mark
Ordinary Licence Condition 7 — Constraints on unlicensed activities

Thank you for your letter of 4 September 2008 with your request that ordinary licence
condition 7 be removed from both the water services and sewerage services licences
held by Business Stream.

| have read the letter dated 7 January 2008 from Scottish Ministers to Scottish Water
confirming that Business Stream may, without the need for prior approval from the
Scottish Government, undertake activities:

1. closely aligned to core business competencies; or
2. affinity partnerships aligned to the customer base,

where the maximum net financial exposure to Business Stream is no greater than
£0.5m. | enclose a copy of the letter from Ministers for reference.

As you rightly set out in your letter of 4 September 2008, Ministers’ concession allows
Business Stream to diversify its activities, but significant changes to your strategy will
continue to require approval by Ministers. Accordingly, given that restrictions on the
activities in which Business Stream may engage will continue to exist, we believe that
it would be premature to remove ordinary licence condition 7 completely.

This letter will therefore serve as notice that pursuant to paragraph 6 of Ordinary
Licence Condition 7 of the water services licence and the sewerage services licence
granted to Business Stream on 11 January 2008, the Commission hereby grants its
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