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Appendices

Context

We began the Electricity Distribution Price Control Review (DPCR5) in March 2008.

Since then we have issued a number of consultation documents, including our Initial

Proposals in August this year. In that document we set out our initial p roposals for
the revenues the DNOSs should be allowed to earn between 2010 and 2015. We also

set out the outputs and behaviours we would like from the DNOs over this period and

the incentives, funds and obligations we propose to use to encourage them. We will
publish our Final Proposals later this year. If the DNOs accept them, the new

arrangements will come into effect on 1 April 2010. If they do not, we may refer the

matter to the Competition Commission.

Ahead of 1 April 2010 we need to ensure thatth e D N O sliéence conditio ns reflect our
Final Proposals. We have formed a DPCR5 legal drafting working group (LDWG) with

the DNOs to help develop the new licence conditions. While the LDWG is working

well, we think it is important to get the views of othe r stakeholders on how the

licence drafting is developing at an early stage of the licence drafting process.

Sharing the work in progress also enables us to highlight potential modifications to
the lic ence conditions wh ich may not be apparent from earlier DPCRS5 consultation
documents, including our Initial Proposals

The licence drafting consultation also provides us with the opportunity to review the
DNOs' licences and seek  improvements, not associated with DPCRS5, where
appropriate.  In this regard we pro  pose a change to the structure of the price control
licence conditions (also referred to as the special licence conditions) to align them

more closely with the standard licence conditions in both style and format. This and
other house -keeping changes (inc luding a review of the defined terms in the special
licence conditions) are to reflect the conclusions of the Distribution Licence Review

last year.

We will hold another consultation on the licence drafting later this year following
publication of Final P roposals.

Associated Documents

A Electricity Distribution Price Control Review - Initial L icence Drafting Consultation,
20 October 2009 (Ref.  128/09 )

A September Update to Initial Proposals, 21 September 2009
http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/Se
ptember_Update_letter.pdf

A Electricity Distribution Price Control Review - Initial Proposals, 3 August 2009
(Ref. 92/09)
http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/Init
ial%20Proposals_1_Core%20document.pdf
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A Electricity Distribution P rice Control Review - Initial Proposals - Incentives and
Obligations, 3 August 2009 (Ref. 93/09)

http://www.ofge m.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/Init
ial%20Proposals_2_Incentives%20and%200bligations.pdf

A Electricity Distribution Licence Review: Conclusions and Statutory Consultation,
April 2008 (Ref. 50/08)
http://www.ofgem.gov.uk/Networks/ElecDist/Policy/Documents1/DLR%20Conclu
sions_letter.pdf

A Electricity Distribution Licence Review Proposals, October 2007 (Ref. 259/07)
http://www.ofgem.gov.uk/Networks/ElecDist/Policy/Documents1/DLR%20Propos
als%20consultation.pdf

A Distribution Price Control Review - Final Proposals, November 2004 ( Ref. 265/04)

http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR4/Documents1/89
44 - 26504.pdf
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Appendix 7 i Proposed standard licence conditions to
implement key DPCRS5 policy issues

Appendices

This appendix contains our current drafting in relation to proposed standard licence

conditions to implement key DPCRS5 policy issues. Currently we propose to introduce

six new standard licence conditions for this purpose. Other standard licence

conditions w ill be affected as set out in Appendix 6 in the main consultation

document. Proposed changes to those other licence conditions will be contained in
the second licence drafting consultation which we intend to undertake later this year
following publicatio n of our F inal Proposals.

The standard licence conditions included in this appendix are as follows:

A SLC 15A i Connection po licy and connection performance,

A SLC 25A i Distributed Generation Connections Guide and Information Strategy,
A SLC44A i Network Outp uts Regime ,

A SLC 44B i Distribution Losses Regime ,

A SLC45A i Incentive scheme for Transm ission Connection Point Charges, and

A SLC46A i Business Carbon Footprint Report.
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Condition 15A Connection policy and connection performance

Introduction

15A.1 This condition applies on and after 1 April 2010 and provides for the Authority
to issue Regulatory Instructions and Gui
connection policy and connection performance (see paragraph 15A.3 below).

15A.2 It also imposes a picular duty on the licensee with respect to the Electricity
(Connection Standards of Performance) Re
Connection Regul ationso) .

Meaning of certain terms
15A.3 In this condition

@ references to ficenreenicens pmlct bgo Aat é c
of promoting competitive connectioitevity, as reflected in the
provisions of Charge Restriction ConditioB 1 ( L i cGomnnscdoa 6 s
Activities: Margins andhe development of competitiorgnd

(b) referencesohopéchbaomfenentestothe ar e
| i c e perfermaimce under or in relation to the provisions of

() standard condition 15 of this licenceténdards for the provisiaf
Non-Contestable Connection Serviceshd

(i) the ConnectioiRegulations.
Contents of the Connection RIGs

15A.4 Any Connection RIGs issued under this comdlitmay, in particular, include
provision about or impose requirements in respect of

@ the nature and formulation of the crit
compliancewith, and the results of, connection policy will be assessed
by the Authority;

(b) details of the information to be collecteddarecorded by the licensee in
relation to the application and development of connection policy;

(c) the form and manmen which, and the frequency with which, such
information is to be provided to the Authority;

(d) the meaning of particular words or expressi used, whether under this
licence or elsewhere, in relation to connection policy;
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(e) details of the infamation to be collected and recodday the licensee in
relation to connection performance;

(H the form and manner in which, anetfiequency with which, such
information is to be provided to the Authority;

(g) the meaning of particular words or exgs®ns used, whether understhi
licence or elsewhere, in relation to connection performance;

(h) the scope and conduct of any audit requingedhe Authority in relatiorio
any of the requirements or purpose®ither or both of connectigmolicy
and comection performance;

(i) the contents of any commentary to bevyided by the licensee when
providing information to the Authority in respect of either othoof
connection policy and connection performance.

15A.5 The provisions of the Connection RIGs maost exceed what is reasonabguired
to achieve the purposes of this condition.

Procedure for issuing the Connection RIGs

15A.6 Before issuing Connection RIGs, the Authority, by Notice given to all Edegt
Distributors, must

(a) state that it proposes to issue the RIGsspatify the date on which it
proposes that they should take effect;

() set out the text of the RpoSsgtoand t he
issue them; and

(c) specily the time (which must not be less thapesiod of 28 days from the
date of the Notice) within which representations or objastiwith respect
to the proposal may be made.

15A.7 The Authority must consider any representations or objectiahgité dulynade
and not withdrawn.

Compliance with and modification of the Connection RIGs

15A.8 In fulfilling its obligations under or in relation to matters of connection policy
and connection performance, the licensee must ttnas act in accordance
with any relevant provisions of the Connection RIGs.

15A.9 The Connection RIGs may be modified at any time on or after 1 April 2010 in
accordance with the procedsarand subject to the other provisions specified in
standard condition 49 (Modification of RIGs in force under this licence).
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Connection Regul ations: |l icenseedbds duty
[15A.101't i s the |icenseebs duty wunder this con

(@) to take all reasonable stejpsdomply wit the standards of performance
prescribed for the licensee by the CortiecRegulations in every case
which each such standard applies; and

(b)  without limiting the general effect of that obligation, to comply with those
standards of performaadn at least 90 per cent of alltbie cases tavhich
each such standard applies.]

Price accuracy scheme

[15A.11 The price accuracy scheme is still being considered by the Electricity Connections
Steering Group (subroup). This condition may contairpaovision that requires
the licensee to submit to the Authority for its agreement an accuracy review scheme
through which customers can require the licensaeview the accuracy of
guotations for obtaining a new electricity connectiomltering an exsting
electricity connection and, in the event that the licensee proamesccurate
guotation, the licensee may have to adjust any charge made to the customer to the
amount due under an accurate quotafion.

Interpretation

[15A.12]The requirements @aragraphs 15A.6 and 15A.7 may be satisfied by action
taken before, as well as by action taken after, the commencement of this
condition.
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Condition 25A. Distributed Generation: Connections Guide and
Information Strategy

Introduction

25A.1 This condition applies on and after 1 April 2010 for the purpose of ensuring that
the licensee

(@) makes information available in the public domain that will assist any
person who might wish to enter into arrangements tgHicensee that
relate to the connection of Distribut
Di stribution System (ADG connectionso
process for doing so; and

(b) implements a DG Information Strategy in respect of that information and
also of other information more generally related to DG connections.

Scope and contents of the DG Connections Guide

25A.2 Where the Authority gives the licensee a direction to do so, the licensee must
work collectively with such other licensees as ase aubject to a direction
under this condition (Arelevant | icensee
set of documents, approved by the Authority and to be known as the DG
Connections Guide, that

(@) is in such form as may be specified in the directayrthe purposes of
this condition; and

(b)  contains such information as the licensee can reasonably provide that
identifies or relates to the matters specified in paragraph 25A.3.

25A.3 Those matters may (without limitation) include

(@) detailsof the statutory and regulatory framework (including health and
safety considerations) that applies to DG connections;

(b)  the likely costs, charges, and timescales involved in the application
process typically operated by Electricity Distribtan respect of such
connections;

(c) details of the arrangements and opportunities available for competitive
activity in the provision or procurement of such connections; and

(d)  engineering and other technical matters relevant to the coromirsg;
energisation, and maintenance of such connections.
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Preparation and revision of the DG Connections Guide
25A.4 The licensee must, together with the relevant licensees

(@) prepare and issue the DG Connections Guide, as approved by the
Authority, within a period of three months after the date of the
Aut horityés direction; and

(b)) except with the Authorityds consent,
revise the Guide in each following Regulatory Year to ensure that, so far
as is reasonably practidabthe information contained in it is up to date
and accurate in all material respects.

Licensee & DG Information Strategy

25A.5 Where the Authority gives the licensee a direction to do so, the licensee must
prepare and implemeatDG Information Strategy, approved by the Authority,
which sets out how the licensee intends to ensure that all existing and potential users
of its Distribution System are able to receive an adedeatd of information and
a satisfaairy standard of service in relation to the DG connections process and
matters relevant to it.

25A.6 In particular, the scope and contents of the DG Information Strategy must cover
how the licensee will provide information to all such users in a formraarther
tailored to their particular needs and designed to help them to

(@) understand the DG connections process and the likely range of the costs
and timescales involved in obtaining such connections;

(b)  form an indicative view, by referea to the likely costs and timescales
involved, of the most (and the least) advantageous locations within the
|l icenseebds Distribution Services Area

(c) understand in appropriate detail the connection opportunitiéalaiesto
DG schemes in a specified locality within that area, and the factors
driving any constraints;

(d) make an indicative assessment of the connection costs applicable to any
specific DG scheme within that area; and

(e) request a formal qudian for the connection of a specific DG scheme to
the |Iicenseeds Distribution System.

25A.7 The licensee must implement its DG Information Strategy, as approved by the
Authority, with effect from such date as may be specified in tardened under
the direction given by the Authority under paragraph 25A.5.
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Review and revision of the DG Information Strategy

25A.8 The licensee must review its DG Information Strategy at least once a year with a
view to ensuring that it remains fioifthe purposes envisaged by paragraph
25A.5 and, with the consent or at the direction of the Authority, must make any
changes to the strategy that may be necessary to enable it to better achieve those
purposes.

Procedure for directions under this condi tion

25A.9 Before the Authority gives a direction under this condition, whether in accordance
with paragraph 25A.2 or 25A.5, it must inform the licensee ofhiention to do
so in a Notice that

(@) states the date on which it is proposed thatdirection should take
effect;

(b)  sets out the proposed contents of the direction with respect to the form in
which the DG Connections Guide or the DG Information Strategy (as
the case may be) is to be prepared and maeddor the purposes of
this condition; and

(c) specifies the time (which must not be less than a period of 28 days from
the date of the Notice) within which representations with respect to the
proposed direction may be d&

25A.10 The Authority must consider any representations that are duly made and are not
withdrawn.

25A.11 A direction under this condition, whether in accordance with paragraph 25A.2
or 25A.5, may be given at any time in a Regulatory Year.

Availability o fthe Guide and the Strategy

25A.12 The licensee must give the Authority a copy of the DG Connections Guide and
the DG Information Strategy and of each revision of either document.

25A.13 The licensee must also

€)) publish each documemt such manner as the licensee believes will ensure
adequate publicity for it (including by making it readily accessible from
the |Ilicenseebs Website),; and

(b)  give or send a copy of either document to any person who requests one
and whomakes such payment to the licensee as it may require (which
must not exceed such amount as the Authority may from time to time
approve for that purpose in respect of the document in question).
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Interpretation

25A.14 The requirements of paragraphs 25A.9 264.10 may be satisfied by action

taken before, as well as by action taken after, the commencement of this
condition.

25A.15 In this conditionDistributed Generation has the meaning given in Charge
Restriction Condition 2 (Definitions for the ChargesRition Conditions)
andDG is to be read as a reference to that term.
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Condition 44A. Network Outputs Regime

Introduction

44A.1

44A.2

44A.3

This condition applies on and after 1 April 2010 and requires the licensee to collect
and provide théuthority with Specified Information on a common basis with

all other Distribution Services Providers, and to an appropriate degree of accuracy,
so as to

(@) facilitate the establishment and operation of a reporting and monitoring
regi me for Agreed Network Outputs (int
will enable the Authority to assess t
those outputs; and

(b) provide a basis for further development of that regime while it is in force.

References in this condition to the Agreed Network Outputs are references to the

outputs (measured in terms of Distribution Asset health and Distribution Asset
utilisation) that form the baseline agai
will be asgssed in accordance with the Regulatory Instructions and Guidance

i ssued by the Authority for the purposes
Rl Gso) .

Those outputs were specified for the I|ic
published orBO November 2009 and are deemed to have been accepted by the

|l icensee by virtue of the Authorityés mo
the Charge Restriction Conditions of this licence effective from 1 April 2010.

Licenseeds obligations

44A.4

44A.5

44A.6

Unless and so far as the Authority otherwise consents, the licensee must have
and maintain appropriate systems, processes, and procedures to enable it

(@) to estimate, measure, and record the information detailed in the Schedule
of Specified hformation set out at Appendix 1, which is part of this
condition; and

(b) to provide such information to the Authority in respect of such periods
and within such timeframes may be specified in or determined under
that Schedule.

In fulfilling its obligations under paragraph 44A.4, the licensee must at all times
act in accordance with the Network Outputs RIGs.

The Network Outputs RIGs may include, or make provision for, any of the
matters specified at pggraph 44A.7.
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Contents of the Network Outputs RIGs

44A.7 Subject to paragraph 44A.8, the matters that may be included, or for which
provision may be made, in the Network Outputs RIGs are:these

(@) a statement of the objectives of the Network OutRégime, and a
description of how its requirements contribute to the achievement of those
objectives;

(b) provision with respect to the meaning of words and phrases used in defining
Specified Information, including a statement of whether and to extant
each category of Specified Information is required for the purposes of the
Network Outputs Regime;

(c) requirements as to the form and manner in which, or the frequency with
which, Specified Information must be provided to the Authority;

(d) requirements in respect of any commentary to be provided by the licensee
when providing Specified Information;

(e) requirements as to the form and manner in which, and the standards of
accuracy and reliability with which, Specified Information must be
edimated, measured, and recorded; and

) requirements for the recording of information associated with Specified
Information that is reasonably necessary to enable an Examiner
nominated by the Authority under paragraph 44A.12 to determine the
accuracy andeliability of Specified Information.

44A.8 The provisions of the Network Outputs RIGs must not exceed what is reasonably
required to achieve the purposes of this condition.

Procedure for issuing Network Output RIGs

44A.9 Before issuing any Network OwpRIGs, the Authority, by Notice given to all
Distribution Services Providers, must

(@) state that it proposes to issue the RIGs and specify the date on which it
proposes that they should take effect;

(b) set out the text of the RIGsandtheA hor i t yds reasons for
issue them; and

(c) specify the time (which must not be less than a period of 28 days from the date
of the Notice) within which representations or objections with respect to the
proposal may be made.

44A.10 The Authority must consider any representations or objections that are duly made and
not withdrawn.
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Modification of Network Output RIGs

44A.11 The Network Output RIGs may be modified at any time on or after 1 April 2010
in accordance with the procedures and subject to the other provisions specified in
standard condition 49 (Modification of RIGs in force under this licence).

Nomination of an Examiner

44A.12 The licensee mustegpmit a person or persons nominated by the Authority (in
either case, an iExaminero) to examine

(&) the systems, processes, and procedures referred to in paragraph 44A.4
and their operation;

(b)  the Specified Information collectday the licensee; and

(c) the extent to which each of the matters mentioned irpanégraphs (a)
and (b) complies, and is in accordance, with the Network Outputs RIGs.

Co-operation with an Examiner

44A.13 Subject to paragraph 44A.16, the licenseetroa®perate fully with an Examiner
S0 as to enable him to carry out, complete, and report to the Authority on any
examination carried out in accordance with paragraph 44A.12.

44A14 The | i cens e e éoperabelullyiwghean Exammnertureder pgoaph
44A.13 includes an obligation to ensure, so far as it can, that the following
persons also coperate fully with that Examiner

(@) any Affiliate or Related Undertaking of the licensee;

(b)  any person from whom the licensee procures the perfoenatbe
obligations imposed at paragraph 44A.4; and

(c) any auditor of such person, or of the licensee, or of any Affiliate or
Related Undertaking of the licensee.

Provision of access to people and premises

44A.15 Thelicene e 6s obl i gation under paopageoaphs 44A
ensure cepperation with an Examiner includes, so far as may be necessary or

expedient for such purpose, and in each case subject to reasonable Notice to the
licensee

(@) providing acces to management, employees, agents, or independent
contractors of the licensee sufficient to enable the Examiner to make any
enquiries and to discuss any matters that he reasonably considers to be
relevant to the carrying out of the examination;
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(b) giving the Examiner access at reasonable hours to any premises occupied
by the licensee or by any other person in performing the obligations set
out in this condition; and

(c) allowing the Examiner at reasonable rsour

(1) to inspect and make copies of, and take extracts from, any documents
and records of the licensee maintained in relation to Specified
Information (other than information that is subject to legal privilege),

(i) to carry out inspections, measurements,tasts on or in relation
to any systems maintained and operated for or in relation to the
requirements of this condition, and

(i) to take onto such premises or onto or into any assets used for the
purposes of the licensee such other peraadssuch equipment as
may be necessary or expedient for the purpose of carrying out the
examination.

44A.16 The licensee is not required to perform its obligations in relation to an Examiner
and his functions unless the Examiner has edtarto an agreement with the
licensee to maintain confidentiality on reasonable terms.

Interpretation

44A.17 The requirements of paragraphs 44A.9 and 44A.10 may be satisfied by action
taken before, as well as hgtion taken after, the commencement of this
condition.

44A.18 For the purposes of this condition, any words and expressions appearing in it
(with the exception of fAAgreed Network O
or further elaborated under any provision of the Network Outputs RIGs have
the meaning given by, or are to be read in accordance with, that provision.

44A.19 Appendix 1 follows immediately below and includes definitions relating to
this condition as a whole.

Appendix 1. Schedule of Specified Information

Al. As provided for at paragraph 44A.4, this Schedule details the Specified Information
that the licensee must estimate, measure, anddreader this condition, the
periods in respect of which the licensee must collect it, and the timeframes within
which the licensee must give it to the Authority.
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A2.  The Specified Information detailed below includes information in respect of one
primary and one secondary Agreed Network Output measure relating to the condition
of Distribution Assets, and one primary Agreed Network Output measure relating to
the utilisation of Distribution Assets.

Specified Information Category 1

A3. This information comprises th¢ealth Index, which is the primary Agreed Network
Output measure relating to the condition of Distribution Assets within each Health
Index Asset Category.

A4. Under the Health Index framework, the licensee will, byptil2010, have given
each Distribution Asset within each Health Index Asset Category a ranking of
between 1 and 5 in accordance with the common definitions contained in the
Network Outputs RIGs and by reference to each of the following:dates

(@ asathe current date (initially as at 1 A
assessment of the condition of the relevant Distribution Asset;
(b) as at 31 March 2015, based on the |icer

impact of any network investment) of théute condition of the relevant
Distribution Asset; and

(co as at 31 March 2015, based on the |icer
network investment on the condition of the relevant Distribution Asset.

A5. The Agreed Network Output under the Health Inftamework corresponds to
the information provided under paragraph A4(c).

A6. The licensee must provide an annual update to the Authority of the information
first provided under paragraph A4(a) in accordance with such requirements in
respect of scope as aet out in the Network Outputs RIGs.

A7. The licensee must provide an update to the Authority of the information first
provided under paragraphs A4(b) and A4(c) by no later than 30 September 2012
and in accordance with such requirements in respect pésat®are set out in
the Network Outputs RIGs.

Specified Information Category 2

A8.  This information comprises the Fault Rate Recwaigich is the secondary Agreed
Network Output measure relating to the condition of Distribution Assets.

A9. The licensee W, by 1 April 2010, have provided forecast Fault Rates for each of
the next five Regulatory Years for each Fault Rate Asset Category.
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A10. Each such forecast constitutes the Agreed Network Output for the relevant Fault

All.

Al2.

Appendices

Rate Asset Category.

The licersee must provide Fault Rate information to the Authority on an annual

basi s, based on the | icenseeds actual

respect of each Fault Rate Asset Category for the preceding Regulatory Year.

The | i cens efé&aulsRae mormatisniureder paragraph A11 must
comply with such requirements in respect of scope and timing as are set out in
the Network Outputs RIGs.

Specified Information Category 3

Al3.

Al4.

Al5.

Al6.

Al7.

This information comprises thead Index, vhich is the primary Agreed Network
Output measure relating to the utilisation of Distribution Assets.

Under the Load Index framework, the licensee will, by 1 April 2010, have given
each Demand Group a ranking of between 1 and 5 in accordance wathniheon
definitions contained in the Network Outputs RIGs and by reference to each of
the following dates

@ as at the current date (initially
assessment of the loading and firm capaditytlie Distribution Assets
supplying that Demand Group;

() as at 31 March 2015, based on the
impact of any network investment) of demand growth for the Distribution
Assets supplying that Demand Group; and

as

obs

at

cer

(c) asa831 March 2015, based on the |l icensee:t

network investment on the loading of the Distribution Assets supplying
that Demand Group.

The Agreed Network Output under the Load Index framework corresponds to
the information providednder paragraph Al4(c).

The licensee must provide an annual update to the Authority of the information
first provided under paragraph Al4(a) in accordance with such requirements in
respect of scope as are set out in the Network Outputs RIGs.

The licensee must provide to the Authority an update of the information first

provided under paragraphs Al4(b) and Al4(c) by no later than 30 September 2012
and in accordance with such requirements in respect of scope as are set out in the

Network Outputs RBs.
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Specified Information Category 4

Al18. This information comprises such commentary and analysis as the Network
Outputs RIGs may require the licensee to undertake to accompany the Specified
Information provided to the Authority under Categories 1 todab

Specified Information Category 5

A19. This category comprises such other information as may from time to time be
specified by the Authority in a direction given under this condition to the licensee
and all other Distribution Services Providers aswfere a direction issued under
and subject to the provisions of standard condition 49 (Modification of RIGs in
force under this licence) to modify the Network Outputs RIGs.

Collection periods and reporting timeframes

A20. All of the Specified Informatio detailed under this Schedule must

(@) be collected (with effect from and including 1 April 2010) in respect of the
period comprising each Regulatory Year; and

(b) be provided, in the next following Regulatory Year, to the Authority

(i) inthe @ase of Categories 1 and 2, on or before 31 July (or such later
date as the Authority may specify), and

(i) in the case of Category 3, on or before 30 September (or such later
date as the Authority may by Notice specify).

Definition s

A21. For the purposes of this condition

Agreed
Network
Outputs

Demand
Group

Distribution
Asset

IS to be interpreted in accordance with paragraphs 44A..
and 44A.3 of this condition.

means an individual substation or group of interconnect
substations, as specifiedandetermined pursuant to the
Network Output RIGs, in respect of which the licensee i
required to provide Load Index information.

means any of the electric lines and electrical plant incluc
within the |Iicenseedbds Di ¢
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Examiner means a person whose degree of knowledge and exper
of asset management processes within a Distribution
System environment is appropriate for the purposes of
properly enabling that person to exercise the functions c
Examiner underhis condition.

Fault Rate means the incidence (per unit) of unplanned incidents fc
specific category of Distribution Assets.

Fault Rate means any category of Distribution Assets, as specified
Asset Category determined pursuant to the Netw@kitput RIGs, in respec
of which the licensee is required to provide Fault Rate

information.
Fault Rate means the record maintained by the licensee, in a form
Record out in or determined pursuant to the Network Output RI(

that tracks actual obsed Fault Rates against forecast
Fault Rates in respect of each Fault Rate Asset Categol

Health Index means the framework established by the licensee, in
accordance with or as determined pursuant to the Netw:
Output RIGs, for collating inforation on the condition of
Distribution Assets and for tracking changes in their
condition over time.

Health Index means any category of Distribution Assets, as specified

Asset Category determined pursuant to the Network Output RIGs, in res
of which the licensee is required to provide Health Index
information.

Load Index means the framework established by the licensee, in
accordance with or as determined pursuant to the Netw:
Output RIGs, for collating information on the utilisation o
the Digribution Assets supplying each Demand Group a
for tracking changes in their utilisation over time.
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Condition 44B. Distribution Losses Regime

Introduction

44B.1 This condition applies on and after 1 April 2010 and requires the licensee to
collectand provide the Authority with Specified Information on a common basis
with all other Distribution Services Providers, and to an appropriate degree of
accuracy, so asto

(@) facilitate the establishment and operation of the Distribution Losses
Regimethavvi | | enabl e the Authority to mon
performance in relation to the Distribution Losses Incentive Scheme
established under CRC 8 (Adjustment o
distribution losses performance); and

(b) identify any unintendg consequences that arise from the operation of
that scheme and the Charge Restriction Conditions of this licence.

Licenseeds obligations

44B.2 Unless and so far as the Authority otherwise consents, the licensee must have
and maintain appropriate systempsycesses, and procedures to enable it

(@) to measure, and record the information detailed in the Schedule of
Specified Information set out at Appendix 1, which is part of this
condition; and

(b)  to provide such information to the Authority in respafcsuch periods
and within such timeframes as may be specified in or determined under
that Schedule.

44B.3 In fulfilling its obligations under paragraph 42Bthe licensee must at #lhes
act in accordance with afRegulatory Instructions and Guidanssued by the
Aut hority for the purposes of this condi
Rl Gso) .

44B.4 The Distribution Losses Reporting RIGs may include, or make provision for,
any of the matters specified at paragraph 44B.5.

Contents of the Distribu tion Losses Reporting RIGs

44B.5 Subjectto paragraph 448, the matters that may be included, or for which
provision may be made, in the Distribution Losses Reporting RIGs are these

(@) a statement of the objectives of the Distribution Losses Reporting
Regime, and a description of how its requirements contribute to the
achievement of those objectives;
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(b) instructions on the establishment of systems, processes, procedures, and
ways for recording and reporting Specified Information;

(c) provision with respect to the meaning of words and phrases used in
defining Specified Information;

(d)  requirements as to the form and manner in which and the frequency with
which Specified Information must be provided to the Authority;

(e) requirements in respect of angnamentary to be provided by the
licensee when providing Specified Information;

M requirements as to the form and manner in which, and the standards of
accuracy and reliability with which, Specified Information must be
estimated, measured, and recordedt a

[(@) requirements as to the scope and conduct of any audit required by the
Aut hority 1in relation to the | icense
reporting of Specified Informatio.

44B.6 The provisions of the Distribution Losses Reporting RIGs mustxuaesl what
is reasonably required to achieve the purposes of this condition.

Procedure for issuing Distribution Losses Reporting RIGs

44B.7 Before issuing any Distribution Losses Reporting RIGs, the Authority, by
Notice given to all Distribution Servicégoviders, must:

(@) state that it proposes to issue the RIGs and specify the date on which it
proposes that they should take effect;

(b) set out the text of the RIGs and the
issue them; and

(c) specify the timewhich must not be less than a period of 28 days from
the date of the Notice) within which representations or objections with
respect to the proposal may be made.

44B.8 The Authority must consider any representations or objections that are duly
made and nowithdrawn.

Modification of Distribution Losses Reporting RIGs

44B.9 The Distribution Losses Reporting RIGs may be modified at any time on or
after 1 April 2010 in accordance with the procedures and subject to the other
provisions specified in standardnezbtion 49 (Modification of RIGs in force
under this licence).
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Statement of Compliance

44B.10 The licensee is required by not later than 1 April 2010 to submit to the
Authority, and maintain, a Statement of Compliance that explains in detail how
it will comply with the requirements of this condition and the Distribution
Losses Reporting RIGs.

Interpretation

44B.11 The requirements of paragraphs 44B.7 and.84Bay be satisfied by action
taken before, as well as by action taken after, the commencemébi# of t
condition.

44B.12 For the purposes of this condition, any words and expressions appearing in it
that are defined, explained, or further elaborated under any provision of the
Distribution Losses Reporting RIGs have the meaning given by, or are to be
read in accordance with, that provision.

44B.13 Appendix 1 follows immediately below and includes definitions relating to this
condition as a whole.
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Appendix 1. Schedule of Specified Information

Al. As provided for at paragraph 44B.2, this Scheduteildethe Specified
Information that the licensee must measure, record and report under this
condition, the periods in respect of which the licensee must collect it, and the
timeframes within which the licensee must give it to the Authority.

Specified Inf ormation Category 1

A2. This information comprises the System Entry Volumes and Units Distributed,
which are the primary inputs into the calculation of Adjusted Distribution Losses
for the purpose of CRC 8 (Adjustment of
distribution losses performance).

A3. System Entry Volumes atkeVo |l umes of Energy entering t
Distribution System througany and all othe following Entry Points

(@  Grid Supply Points,

(b)  Distribution System Connection Points,

(c) Balancirg Mechanism Unit Connection Points,
(d)  Half-hourly Connection Points,

(e)  Nonrhalf-hourly Connection Points, and

) InsetDNO Connection Points.

A4, Units Distribued are Volumes of Energy leavingh e | i censeeds Distr
System via the following ExRoints:

(@  Grid Supply Points,

(b)  Distribution System Connection Points,

(c) Balancing Mechanism Unit Connection Points,
(d)  Half-hourly Connection Points,

(e)  Non-half-hourly Connection Points, and

M InsetDNO Connection Points.

Ab. The methodologyor measuring the Volumes of Energy entering and exiting the
licenseeds Distr i bthdBEntoyPoingyared tExt Foints Is ised auty h
in the Distribution Losses Reporting RIGs.
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A6. The licensee must provide an annual update to the Authority affibrmation
provided under paragraph A2 in accordance with such rules and requirements as
are set out in the Distribution Losses Reporting RIGs.

Specified Information Category 2

AT. This information comprises such commentary and analysis as the Distribut
Losses Reporting RIGs may require the licensee to undertake to accompany the
Specified Information provided to the Authority under Category 1 above.

Specified Information Category 3

A8. This category comprises such other information as may fromtéimee be
specified by the Authority in a direction given under this condition to the
licensee and all other Distribution Services Providers as if it were a direction
issued under and subject to the provisions of standard condition 49
(Modification of RIGs in force under this licele¢ to modify the Distribution
Losses ReportinRIGs.

Collection periods and reporting timeframes
A9.  All of the Specified Information detailed under this Schedule must

(@  be collected (with effect from and including 1 AprillZY) in respect of
the period comprising each Regulatory Year; and

(b)  be provided to the Authority on or before 31 July in the second
Regulatory Year following the Regulatory Year to which the information
relates..
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Condition 45A. Incentive scheme for Transmission Connection
Point Charges

Introduction

45A.1 This condition applies on and after 1 April 2010 and requires the licensee to collect
and provide the Authority with Specified Information on a common basis with
all otherDistribution Services Providers, and to an appropriate degree of accuracy,
so as to

(@) facilitate the establishment and operatiom dfransmission Connection
Point Charges Incentive Scheme under the Charge Restriction
Conditions of this licencthat is designed to incentivise an efficient
level of Transmission Connection Point Charges at the boundary
bet ween the | icenseeds Distribution S
System; and

(b) enable the Authority to mmespectobr t he |
that scheme.

Licenseeds obligations

45A.2 Unless and so far as the Authority otherwise consents, the licensee must have
and maintain appropriate systems, processes, and procedures to enable it

(@) to estimate, mease, and record the information detailed in the Schedule
of Specified Information set out at Appendix 1, which is part of this
condition; and

(b)  to provide such information to the Authority in respect of such periods
and within such timeframes as are specified in that Schedule.

45A.3 In fulfilling its obligations under paragraph 45A.2, the licensee must at all times
act in accordance with any Regulatory Instructions and Guidance issued by the
Authority f or t he purposes of this condition
Charges RI Gso) .

Contents of the Transmission Connection Point Charges RIGs

45A.4 Subject to paragraph 45A.5, the Transmission Connection Point Charges RIGs
may include or make prasion for such matters (including in respect of cost
allocation and audit) as the Authority considers appropriate for the purposes of
ensuring the consistency, accuracy, and reliability of the Specified Information
provided in accordance with Appendix 1.

45A.5 The provisions of the Transmission Connection Point Charges RIGs must not
exceed what is reasonably required to achieve the purposes of this condition.
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Procedure for issuing Transmission Connection Point Charges RIGs

45A.6 Before issuing any Trangasion Connection Point Charges RIGs, the Authority, by
Notice given to all Distribution Services Providers, must

(@) state that it proposes to issue the RIGs and specify the date on which it
proposes that they should take effect;

(b) setoutthe ext of the RIGs and the Authorit
them; and

(c) specify the time (which must not be less than a period of 28 days from the date
of the Notice) within which representations or objectiortk v@spect to the
proposal may be made.

45A.7 The Authority must consider any representations or objections that are duly made and
not withdrawn.

Modification of Transmission Connection Point Charges RIGs

45A.8 The Transmissioonnection Poin€hages RIGs may be modified at any time
on or after 1 April 2010 in accordance with the procedures and subject to the
other provisions specified in standard condition 49 (Modiiftn of RIGs in
force under this licence).

[An audit provision will probably & included as part of the standardisation
/consolidation of the RIGS]

Interpretation

45A.9 The requirements of paragraphs 45A.6 and 45A.7 may be satisfied by action taken
before, as well as by action taken after, the commencement of this condition.

45A.10 For the purposes of this condition (including Appendix 1)

(@) words and expressions appearing in the condition that are defined under
any provision of the Charge Restriction Conditions of this licence have
the meaning gien by that provision; and

(b)  any words and expressions appearing in the condition that are defined,
explained, or further elaborated under any provision of the Transmission
Connection Point Charges RIGs have the meaning given by, or are to be
readin accordance with, that provision.
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Definitions

45A.11 [In this conditionIncentivised Transmission Exit Charges[note: this name
may be changedpeans

in relation to the Transmission Connection Point Charges that are payable by the
licensee, such emments of those charges as refer directly to assets insttited

April 2010for the purposes of providing new or reinforced connection points
betweenth&B Tr ansmi ssion System and the | ice
incurred as a result of DNO requiremdiéand that accordingly fall into the

categoy of the Specified Information set out at paragraph A2 (c) of Appendix

1)]

45A.12 [In this conditionNon incentivisedTransmission Exit Charges[note: this
name may be changed, and the definition maynoved into CRC1Gheans

in relation to the Transmission Connection Poihafges that are payable by

thelicensee, such elements of those charges as refer directly to assets installed

either béore 1 April 2010 or fothe purposes akplacingconnedon points

bet ween the GB Transmission Systoem and t
for the purposes of providing new or reinforaadhnection points between the

GB Transmission System andthathasnot i censeed
been incurredsaa result of DNO requiremefand that accordingly fall into one

of the categories of the Specified Informatset outat paragraphs Ag) and

(d) of Appendix 1)}

[please note that this definition of Non Incentivised Transmission Exit Charges
may be mee appropriate in CRC 10, since it is not referenced in this Condition]
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Condition 46A. Business Carbon Footprint Report

Introduction

46A.1 This condition applies on and after 1 April 2010 for the purpose of requiring the
licensee to prade annual reports to the Authority about its Business Carbon
Footprint (see paragraph 46A.11 below).

Licensee & obligation

46A.2 Where the Authority gives the licensee a direction to do so, the licensee must in each
Regulatory Year prepare and subtaithe Authority a report, to be known as
the Business Carbon Footprint (BCF) Report, on the total Greenhouse Gas (GHG)
emissions arising directly or indirectly from the operations and activities of the
| i censeeds sibessantthe préceding RegulatBry Year.

46A.3 In fulfilling its obligation under paragraph 46A.2, the licensee must at all times act
in accordance with any Regulatory Instructions and Guidance issued by the
Aut hority for the purposes of this condit
RlI Gs o) .

Contents of the Business Carbon Footprint RIGs

46A.4 Any Business Carbon Footprint RIGs issued under this condition may, in particular,
include praision about or impose requirements in respect of

(@  theform in which the licensee is to prepare and present its BCF Report;

(b)  the date in each Regulatory Year by which the report must be submitted
to the Authority;

(c)  the inclusion within tk report of a standard template for the presentation of
information in a common format that will enable the Authority to rank the
GHG emissions performance of all licensees subject to a direction under
this condition;

(d)  the quantification (inclding estimation) of GHG emissions by reference
to different categories or segments o
activities and operations;

(e) the appropriate attribution of GHG emissions as between those activities
and operations of the |icenseebs Distr
directly by the licensee itself, and those that are performed on behalf of
the licensee by a different legal entity; and

() the matters that are to be explained by the lieems a commentary to
accompany the report, including, in particular
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) the data sources and processes relied upon by the licensee for the
purposes of recording or estimating GHG emissions, and

(i) the methods used by the licensee for th@gases of converting
GHG emissions into carbon dioxide equivalent emissions.

46A.5 The provisions of the Business Carbon Footprint RIGs must not exceed what is
reasonably required to achieve the purposes of this condition.

Procedure for issuing Busi  ness Carbon Footprint RIGs

46A.6 Before issuing any Business Carbon Footprint RIGs, the Authority, by Notice
given to all Electricity Distributors, must

(&) state that it proposes to issue the RIGs and specify the date on which it
proposes that they shoulake effect;

(b) set out the text of the RIGs and the
issue them; and

(c) specify the date (which must not be less than a period of 28 days from
the date of the Notice) within which representations or objections with
respecto the proposal may be made.

46A.7 The Authority must consider any representations or objections that are duly made
and not withdrawn.

46A.8 The requirements of paragraphs 46A.6 and 46A.7 may be satisfied by action taken
before, as well as by action takafter, the commencement of this condition.

Modification of the Business Carbon Footprint RIGs

46A.9 The Business Carbon Footprint RIGs may be modified at any time on or after
1 April 2010 in accordance with the procedures and stipehe other
provisions specified in staadd condition 49 (Modification of RIGs in force
under this licence)
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Availability of the BCF Report

46A.10 At the same time in each Regulatory Year as it submits its BCF Report to the
Authority, the license must also

@) publish that report in such manner as the licensee believes will ensure
adequate publicity for it (including by making it readily accessible from
the |Ilicenseebs Website); and

(b)  give or send a copy of that report twygperson who requests one and
makes such payment to the licensee as it may require (which must not
exceed such amount as the Authority may from time to time approve
for that purpose in respect of the document in question).

Interpretation
46A.11 For the purposes of this condition

Greenhouse Gasas the meaning given in section 92 of the Climate Change
Act 2008 (andSHG is to be read as a reference to that term).

Business Carbon Footprint(including when shaened taBCF) refers to the
measurement framework established under what is commonly known as
the GHG Protocol, but subject to any particular variations or requirements
specified by the Authority in the Business Carbon Footpri@sRlI
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Appendix 8 1 Proposed special licence conditions /charge
restriction conditions to implement key DPCRS5 policy issues

This appendix contains our current drafting in relation to proposed special licence
conditions / new charge restriction conditio ns (CRCs) toimp lement key DPCR5 policy
issues. While we propose that there will be 21 CRCs in total, our current drafting in

this appendix concerns only 8 of these CRCs. Proposed changesto the other CRCs
will be contained in the second licence drafting consultation which we intend to
undertake later this year following publication of our F inal Proposals.

The CRCs included in this appendix are as follows:

A CRC8i Adjustment of | icenseeoddstributoviesses es to refl ect
performance,

A CRC97i Adjust ment of | icenseeds quaityefseviees to refl ect
performance,

A CRC10i Adjustment of |icenseeds revenues to refl ect

Transm ission Connection Point Charges,

A CRC11i Adjustment of |icenseeds remfindngs to refl ect
performance,
A CRC12i Adjustment of |icenseeds revenueaionttoo refl ect

Distributed Generation,

A CRC13i Licenseeds Connecti on A chedevdlopmestsf: mar gi ns and

competition,
A CRC 14 i Low Carbon Networks Fund, and

A CRC 16 i Services treated as Excluded Services.
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CRC 8. Adjustment of | icenseebs revenue:
distribution losses performance

Introduction

8.1 The purpose of this condition is to establishrtfezhanism for calculating the
amount of theerm IL (the distribution losses incentive term) that applies in
CRC 5 (Restriction of Distribution Charge®tal incentive revenue adjustment).

8.2  The effect of the application of the distribution losses incentive term in CRC 5 is
to adjustthecalcalt i on of the | icenseebds All owed D
(whet her upwards or downwards) in order t
under the Distribution Losses Incentive Scheme set out below.

Part A: Calculation of the losses incentive adjustment (IL)

8.3  For the purposes of Part B of CRC 5, which adjustsat®ulation of the
| i ¢ e Miboweel Daamand Revenue under CRC 3, the IL adjustment in
Regulatory Year s derived in accordance with the following formulattrs
condition, the Princigl Formula):

IL; =LR X PIAL ;X AC;.;

8.4  For the purposes of the Principal Formula:

IL¢ is the distribution losses incentive adjustment and will be set at zero for
the Regulatory Years beginning on 1 April 2010 and 1 April 2011.

LR is the distrilution losses incentive rate and has the value of £60 per MWh
for units physically distributed on or after 1 April 2010.

AC; means the maximum or minimum amount of distribution losses in the
Regulatory Year t calculategubject tahe provisions oPart Cbelow,
in accordance with the followinigrmula

[Following Initial Proposals we are considering different options for
applying the cap and flodrtherefore the mechanism is still under
development. However it will referencg UD; and AL as deined
below]

Lt is the Adjusted Distribution Losses in Regulatory Year t calculated in
accordance with the methodological basis set out in Parts B and D below.

UD: is the Units Distributed in Regulatory Year t as defined in Part B below.
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AL, means ammount representing the benchmark level of distribution losses
in the Regulatory Year t calculated, subject to the provisions of Part C
below, in accordance with the following formula (see also paragraph 8.5
below):

iT
a'.lJ_a.D

UD,

Aly = 109 X
PIAL; is the price index adjustmenthich, in the Regulatory Year beginning
on 1 April 2009, has the value of 1, and in each subsequent Regulatory
Year is derived from the following formula (see also paragraph 8.6
below):

piL, =1+ 25 | prar,
100 ;

8.5 Inthe formulas containing the AL term above

ALP s the allowed loss percentage and, unless the Authority has directed
ot herwise under Part C below, has the
name in the table shown at Appendix 1.

[Note: post Initial Proposals we are now minded to calculagetsr

based on five years of final settlement data. This means that targets will
be calculated in DPCR5 using a formula, and any required adjustments,
areto be specified in this licence]

8.6 In the formula for the PIAL term above:

RPL is as defined in &t C of CRC 3, and is determined in accordance with
the formula set out there.

Part B: Basis of calculation of Adjusted Distribution Losses (L)

8.7  Adjusted Distribution Losses (represented by the L term appearing[catiy@ng
formula to be developgdet out in Part A above) are deemed to be the difference
between System Entry Volumes and Units Distribuésdeported under the
Distribution Losses Reporting RIGs and adjustefblnyamount (in Units)
representing the excess adverse effect on I§Es&4,) of Units entering the
system at Entry Points (other than Entry Points which are connected to an onshore
Transmission System) where the loss adjustment factor applied for settlement
purposes is less than 0.997, as calculated by the following fo(sadalso
paragraph & below) [please note that in DPCRS5 Initial Proposals this element
was removed, however we are now minded to retain it]
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DG4, =3 (LAF;, —0.997)x DGV
In the formula for the DGA term above

DGV is the total number of units, in respect of RegulatoryYear t,
entering thd i c e n stebatidrsSystem atEntry Point i, and

LAF, =min(LAG, 0997)
where

LAG; is the value, in thRegulatory Yeat, of the loss adjustment factor
applicable tcEntry Pointi.

Part C: Amendment of the allowed loss percentage (ALP)

8.9

8.10

8.11

8.12

[This section will have a similar text which refers to the mechanism for changing
thevalue of the cap and floor]

Subject tahe provisions of this Part (he¢ value of ALPset agai nst t he
name inthe table shown appendix 1 appliefor aslongas this condition
continues in force.

The Authorityma y , wi t h t he | i anestrotbe uneasanablys e nt
withheld),direct the licensee to change the value of ALP, to which paragt8ph

refers, to a different value specified by the Auityp provided that the following
conditions have been met.

The conditions referred to in paragraph 8.12 are that the Authority must
(@8 have hadlue regard to the purpose of this conditiamd

(b)  besatisfied, following consultation with theeénsee, that there hbsen
a material change (whether an improvement or a deterioration) in
the quality of the information used to derive tBgstemEntry Volumes or
Units Distributed

A change to the valud &LP in accordance with paragragtiiOmay be directed
by the Authority at any time during the year maynot take effect before
the beginning of theext Regulatory ¥arfollowing the date of the direction.
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Part D: Continuity of the basis of calculation

8.13 The licensee must, unless otherwise agreed by the Authority, calculate
distribution losses in accordance with the statement submitted and approved by
the Authority under standard condition 44B (Distribution Losses Reorti
Regime).

8.14 Appendix 1 follows immediately below.

APPENDIX 1
Value for the Allowed Loss Percentage by licensee

(see paragraph 8.5 of this condition)

[According to our minded to position in 8.5, this Appendix and table will be removed
since target will be calculated from a specified formualaring DPCR%once final
settlement data is received]
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CRC9. Adj ust ment of | icenseeds revenues
service performance

Introduction

9.1 The purpose of this condition is to establish ma@ras for calculating the amount
of the term 1Q (the total quality of service incentive term) that applies in CRC 5
(Restriction of Distribution Chargegotal incentive revenue adjustment).

9.2  The effect of the application of the total quality of sesviacentive term in CRC 5 is
to adjust the calculation of the | icensee
(whether upwards or downwards) in order to reflect, in the round, the performance of
the licensee on the relevant quality of service issues.

Structure of this condition
9.3  This condition is organised as follows.

9.4  Part A provides for the calculation of the total quality of service incentive amount
through the use of three separate mechanisms (the Principal Formulas), each
depending on the ped of time in respect of which the term is to be applied for the
purpose of adjusting Allowed Demand Revenue under CRC 3.

9.5 The next seven parts provide for the calculation of the particular contributions made
to the Part A calculations by thelicee e 6s per f or mance in relat
relevant quality of service issues, as follows

(@) Part B provides for the calculation of the particular contribution arising from
the |licenseebs performance inheaelation
number of Customer interruptions;

(b)  Part C provides for the calculation of the particular contribution arising from
the |licenseebs performance in relation
duration of Customer interruptions;

(c) Part D providegor the calculation of the particular contribution arisfrgm
the |licenseeds performance in relation
satisfaction;

(d)  Part E provides for the calculation of the particular contribution arising from
t he | i ¢ emaneeaniraatiom ® thé speed and quality of telephony
response;

(e) Part F provides for the input of the particular contribution that would arise
from any decision in favour of the 1|lic
Service Reward Scheme;
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) PartG provides for the calculation of the particular contribution arising from
the |licenseebs performance in relation
weather conditions; and

(g) Part H provides for the calculation of the particular contribution arising
from the | icenseebs performance in rel
normal weather conditions.

9.6 Part | provides for the Authority, following review by an Examiner, to give directions
in relation to the accuracy of the Speciflatbrmation supplied by the licensee for
use in any of the formulas contained in this condition.

9.7 Part J provides for the licensee, by reference to specified exceptionality requirements,
to request adjustments to its recorded performance in relatiargtds for quality

of supply.

9.8 Part K deals with procedural requirements and matters of interpretation.

9.9 Appendices 1 to 4 set out targets and incentive rates for Customer interruptions, the
exceptionality requirements for severe viresitevents and other events, and criteria
for preventative and mitigating actions.

Part A: Formulas for deriving the total quality of service incentive amount

9.10 The Principal Formulas used for the purpose of deriving the amount of the term 1Qt
(the totalquality of service incentive term for Regulatory Year t) in Part B of
CRC 5 apply differently in relation to different periods of time, and are stated below
as Principal Formula 1, Principal Formula 2, and Principal Formula 3.

9.11 Principal Formula lapplies for the purpose of deriving the amount of the term 1Qt
for each of the Regulatory Years beginning on 1 April 2010 and 1 April 2011.

9.12 Principal Formula 1 is this

1Q, = b2} Ku '—tjx(u "—1ﬂ +qf, +qg,

100 100

9.13 Principal Formula 2applies for the prpose of deriving the amount of the term
IQt for each of the Regulatory Years beginning on 1 April 2012 and 1 April
2013.

9.14 Principal Formula 2 is this

I |
1Q, = ﬁat—z +gb_, +qd_, +qge_, } Kl"' l_(;C)j X (1"' 1t_610j:| +gf, +qg,

9.15 Principal Formula 3applies for the purpose of deriving the amourthe term
IQt for the Regulatory Year beginning on 1 April 2014.
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9.20

9.21

Appendices

Principal Formula 3 is this

| I
1Q, = ba_, +ab,_, +ac_, +ae_, 3} [(H Téoj{“ 1‘—010ﬂ +af, +qg,

For the purposes of Principal Formula 1 only

Qt2 i s the adjustment to All owed Demand
performance in each of the Regulatory Years beginning on 1 April 2009
and 1 April 2010, and is calculated from the application of the appropriate
provisions of special condition C2 of this licence in the form in which
that condition was in forcat 31 March 2010.

For the purposes of Principal Formula 2 only

gdt  has the meaning given to that term in Part E below and is derived in
accordance with the provisions of that part.

For the purposes of Principal Formula 3 only

gct  has the meaningiven to that term in Part D below and is derived in
accordance with the provisions of that part.

For the purposes of each of Principal Formulas 2 and 3

gat has the meaning given to that term in Part B below and is derived in
accordance with therpvisions of that part.

gbt  has the meaning given to that term in Part C below and is derived in
accordance with the provisions of that part.

get has the meaning given to that term in Part F below and is determined by
virtue of the provisions of that gar

For the purposes of each of Principal Formulas 1, 2, and 3

gft  has the meaning given to that term in Part G below and is derived in
accordance with the provisions of that part.

ggt has the meaning given to that term in Part H below andissediein
accordance with the provisions of that part.

It means the Average Specified Rate, as defined in CRC 2 (Definitions for
the Charge Restriction Conditions), in Regulatory Year t.

Part B: Performance on the number of Customer interruptions

9.22

This Part B applies for the purposes of the calculations established under

(@) Part A above in respect of each of Principal Formulas 2 and 3; and
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(b)  Part C below in respect of the formula for the term gbt.
9.23 For the purposes of those riaulas

gat means the adjustment to Allowed Demand Revenue in respect of the
|l icenseeds performance in Regulatory Y
number of Customers interrupted per 100 Customers in that year and is
derived from the following formla:

. RLA RLA
=max | min| (TA, —CIIS PIA, xIRA,,——xBR. | |[———xBR
aa ){( (( t ()% t X 700 X tjj 100 x t:|

9.24 In the formula for the gqa term above

TAt (the target interruptions terjrmeans the target for the number of
Customers interrupted for the Regulatory Year t as specified in the
table in Appendix 1.

ClISt  (the interruptions actual performance téermeans the performance in
respect of the number of Customers interrupted in the Regulatory Year t and
is derived from the formula

ClIS, =CIA, + €xCIB, + ©xCIC, ¥CID, + €xCIE, _
where
a has the value of 0.5, and b andre zero.

CIAt  (the unplanned interruptions tejris the number of Customers
interrupted per year arising from unplanned incidents on the
|l i censeeds Distribution System in
derived from the relevant formula in Appendix 2tloé Quality
of Service RIGs.

CIBt (the prearranged interruptions terjns the number of Customers
interrupted per year arising from paeranged incidents on the
|l i censeeds Distribution System in
derived from the relevant fimula in Appendix 2 of the Quality
of Service RIGs.

CICt  (the transmission interruptions tejns the number of Customers
interrupted per year arising from incidents on the systems of the
Transmission Company in Regulatory Year t and ré/dd from
the relevant formula in Appendix 2 of the Quality of Service RIGs.

CIDt  (the DG interruptions terjnis the number of Customers interrupted
per year arising from incidents on the systems of Distributed
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Generators in Regulatoigear t and is derived from the relevant
formula in Appendix 2 of the Quality of Service RIGs.

CIEt  (the residual interruptions terms the number of Customers
interrupted per year arising from incidents on any other connected
systems in the Regutaty Year t and is derived from the relevant
formula in Appendix 2 of the Quality of Service RIGs.

means th@rice index adjustein Regulatory Year t and is derived from the
following formula

RPI
PIA, =|1+—L [xPIA,
100

where

PIAt has the value df for the Regulatory Year beginning on 1 April
2002, and in each subsequent Regulatory Year has the value derived
from the formula itself.

RPIt is as defined in Part C of CRC 3 (Restriction of Distribution
Charges Demand Use of System Charges) andetermined
in accordance with the formula set out there.

(the incentive rate for interruptions teyrmeans the incentive rate for the
number of Customers interrupted as specified for Regulatory Year t in the
table in Appendix 1, gpressed in £ million in 2008 prices.

(the revenue exposure to interruptions temeans the maximum percentage
of Base Demand Revenue exposed to the number of Customers interrupted
and has the value of 1.2.

(the base revenue teyrmeans BasBemand Revenue in the Regulatory

Year t and is determined in accordance with the formula set out at Part C of
CRC 3 (Restriction of Distribution ChargeBemand Use of System
Charges).

9.25 Adjustments to Allowed Demand Revenue arising from the application of this Part B
are subiject to the provisions (where applicable) of Parts | and J below.

Part C: Performance on the duration of Customer interruptions

9.26 This Part C applies for the purposes of the calculations established under Part A above
in respect of each of Principal Formulas 2 and 3.

9.27 For the purposes of those formulas
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means the adjustment to Allowed Demand Revenue in respect of the

|l icenseeds performance in Regulatory

duration of Customer interruptions in that year and is derived from
the following formula

. RLB RLB
=max | min| (TB, —CMLIS PIA. xIRB,,——xBR,; ||,-———xBR
qb, {( (( t 1) X t % t lOOX tj) 100" t:|

provided that

TRL
b C d +SWE)>-
(9a +gb, +qc, +qd, + SWE) 100

x BR,

and, where that is not the case, gbt is to be determined by the
following formula

TRL -
qb =- 100 xBR, - €& +q¢ +qd, +SWE _

(and, br the purposes of this proviso, gatt, and qdt are as defined
in Part B above and Parts D and E below respectively).

9.28 In the formula for the QB term abave

TBt

(the target minutes lost tejrmeans the target for the duration of
Customer interruptions for the Regulatory Year t asipdan the
table in Appendix 1.

CMLISt  (the minutes lost actual performance t¢meanghe performance in

respect of the duration of Customer interruptions in Regulatory Year t
and is derived from the formula

CMLIS, =CMLA, + €xCMLB, + €xCMLC, +CMLD, + ¢ xCMLE, _

where
d has the value of 0.5, and e and f each have the value of 0.10.

CMLAt (the unplanned minutes lost téris the duration of interruptions
from unplanned incidents on
in the Regulatory Year t and is derived from the formula in
Appendix 2 of the Quality of Service RIGs.

CMLBt (the prearranged minutes lost tefs the duration of interruptions

from prearranged incidentsdanh e | i censeeds
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in the Regulatory Year t and is derived from the formula in
Appendix 2 of the Quality of Service RIGs.

CMLCt (the transmission minutes lost tgrisithe durationfonterruptions
arising from incidents on the systems of the Transmission
Company in the Regulatory Year t and is derived from the formula
in Appendix 2 of the Quality of Service RIGs.

CMLDt (the DGminutes lost terins the duration of interruptions arising
from incidents on the systems of Distributed Generators in the
Regulatory Year t and is derived from the formula in Appendix 2
of the Quality of ServicRIGs.

CMLEt (the residual minutes lost tejns the duration of interruptions
arising from incidents on any other connected systems in
Regulatory Year t and is derived from the formula in Appendix 2
of the Quality of Sevice RIGs.

(the incentive rate for minutes lost trmeans the incentive rate for the
duration of Customer interruptions as specified for Regulatory Year t in
the table in Appendix A, expressed in £ million in 2Q®7prices.

(the price index adjustgrs defined and determined as set out in Part B
above.

(the revenue exposure to quality penalties Jenmeans the maximum
percentage of Base Demand Revenue that is exposed ttiggenater

the relevant elements of I1Qt for the Regulatory Year t and has the value
of 4.

(the revenue exposure to minutes lost Jarmaans the maximum percentage
of Base Demand Revenue that is esgubto the duration of Customer
interruptions and has the value of 1.8.

(the base revenue teyrmeans Base Demand Revenue in the Regulatory
Year t and is derived from the formula set out at Part C of CRC 3
(Restriction of Distribution Chargeemand Use of System Charges).

(the severe weather total exposure feisrdefined as set out in Part G
below.

9.29 Adjustments to Allowed Demand Revenue arising from the @i of this Part C
are subject to the provisions (where applicable) of Parts | and J below.
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Part D: Performance on the broad community satisfaction measure
9.30 This Part D appliefor the purposes of the calculations established under
(@) Part A above inaspect of Principal Formula 3; and
(b)  Part C above in respect of the formula for the term qbt.
9.31 For the purposes of those formulas

gt means the adjustment to All owed Demand
performance on thieroad measure of community satisfaction incentive in the
Regul atory Year t (where Acommunityo n
including but not limited to Customers, who have a legitimate interest in the
|l i censeeds operati oolevngfarmuwa i s deri ved

BMCSt = CSt + CMt + SEt
9.32 In the formula for the qc term abave

BMCSt (the satisfaction measure teyis the broad measure of community
satisfaction in Regulatory Year t.

CSt (the satisfaction score tedns the score associatavith the broad measure
of community satisfaction in Regulatory Year t.

CMt (the complaints metric score teyms the score associated with the
complaints metric in Regulatory Year t.

SEt (the stakeholder engagement score jasthe scor@associated with the
stakeholder engagement measure in Regulatory Year t.]

Part E: Performance in relation to telephony response
9.33 This Part E appliefr the purposes of the calculations established under

(@) Part A above in respect of Princigadrmula 2; and
(b)  Part C above in respect of the formula for the term qbt.

9.34 For the purposes of those formulas

gdt means the adjustment to Allowed Demand Revenue in respect of the
|l i censeeds overall sur Yeaytendelatpetof or manc
the targets for the speed and quality of telephone response in that year.

9.35 In calculating the value of qdt under this Part E (see paragraph 9.37), the term
RTSt refers to the reviseda@hony score, including a weighting on unsuccessful
calls, and is derived from the following formula

RTS, = (APTR,)x (1- (UNCP:x 0.75)) _
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9.36 In the formula for the RTS term above

APTRt (the telephow performance terirs the actual overall performance score
for the licensee in the Regulatory Year t, based on all assessed attributes in
the survey of the quality and speed of telephone response provided to the
Authority by the company carrying out ttstrvey, as notified by the
Authority to the licensee.

UNPCt  (the unsuccessful calls teyms the actual unsuccessful percentage of calls
in Regulatory Year t, as defined in the Quality of Service RIGs.

9.37 In Regulatory Year t, if RTSt greater than agqual to 4.4, qdt is the amount derived
from the following formula

qd, =0.0005<BR,

In Regulatory Year t, IRTStis greater than or equal to 3.9 and less than 4.4, qdt
has the value of zero.

In Regulatory Year t, if RTSts less than 3.9dt is the amount derived from the
following formula

RLD

d =max (RTS, -3.9)xIRC,,-——xBR
qd; [( t ) X " 100 x t:l

9.38 In the formulas for the qd term above

IRCt (the telephony performance penalty tgmeans the penalty rate in
Regulatory Year t for performance in respect of the spaddjuality
of telephone response and is derived from the following formula

RLD (the revenue exposure to telephony penalties)tereans the
maximum percentage of Base Demand Revenue exposed to
penalties under thincentives for the quality and speed of
telephone response and has the value of 0.25.

BRt (the base revenue teyrmeans Base Demand Revenue in the
Regulatory Year t and is determined by the formula set out at

Office o f Gas and Electricity Markets 44



Appendices

Part C of CRC 3 (Resttion of Distribution Charges
Demand Use of System Charges).

Part F: Performance in relation to best practice award scheme

9.39 This Part F applies for the purposes of the calculations established under Part A above
in respect of each of Paipal Formulas 2 and 3.

9.40 For the purposes of those formulas

get means such positive adjustment (if any) to Allowed Demand Revenue for
the Regulatory Year t as may be determined by the Authority in respect
of its Customer ServicReward Scheme for best practice in relation to
Priority Customers, public communication, and corporate social
responsibility.

Part G: Performance on severe weather supply restoration

9.41 This Part G applie®r the purposes of the calculations esti#d under Part A
above in respect of each of Principal Formulas 1, 2, and 3.

9.42 For the purposes of those formulas

gft means the adjustment to Allowed Demand Revenue in respect of the
standard of performance for suppestoration under severe weather
conditions imposed on the licensee under Regulation 6 and is the
amount derived from the following formula

af, = min JBWPM, —-SWPD, 0 + maxKSWPDt —%x BR, j,o}

9.43 In the formula for the gf term abave

SWPDt (the alkin totd severe weather payments tgiigithe total amount of the
payments in Regulatory Year t which either have been paid to
Customers or, where not paid, which Customers would have been
entitled to claim for the |icenseeds
perfamance for supply restoration under severe weather conditions
imposed on the licensee under Regulation 6.

SWPMt (the total severe weather payments festhe total amount of the
payments that the licensee has made formally to Customers in the
Regulabry Year t in respect of failures to meet the standard of
performance for restoration under severe weather conditions imposed
on the licensee under Regulation 6, or that has been paid to
Customers in the form of ex gratia payments for a severe @veath
event in Regulatory Year t
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provided that, in calculating SWPMt, a maximum of £200 of
payments per Customer for any given event in Regulatory Year t
may be taken into account.

RLE (the severe weather revenue exposure)temgars the maximum
percentage of Base Demand Revenue exposed to the severe weather
arrangements for Regulatory Year t and has the value of 2.

SWEt (the severe weather total exposuretermme ans t he | i censee
exposure to the severe weather arrangemeiiRegulatory Year t
and is derived from the following formula

SWE, = gf, - min (SWPM,,SWPD,)

Part H: Performance on normal weather supply restoration

9.44 This part H applies for the purposes of the calculations established under Part A
above in respect of each of Principal Formulas 1, 2, and 3.

9.45 For the purposes of those formulas

got  means the adjustment to Allowed Demand Revenue in respect of the
standard of performance for supply restoration imposed on the licensee
under Regulation 5 and the amount derived from the following
formula

qg, = min JNCPM, - NCPD, ;0
9.46 In the formula for the qg term above

NCPDt  (the alkin total normal weather payments tgrisi the total amount of the
payments in Regulatory Year t which either have beahtpaCustomers
or, where not paid, which Customers would have been entitled to claim
for the |Iicenseebs failure to meet tl
restoration imposed on the licensee under Regulation 5.

NCPMt (thetotal normal weather payments terim the total amount of payments
that the licensee has made formally to Customers in Regulatory Year t in
respect of failures to meet the standard of performance for supply restoration
imposed on the licensee under Retjoka5, or that has been paid to
Customers in the form of ex gratia payments in respect of such failure.
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Part I. Power of Authority to replace Specified Information

9.47 This paragraph applies where the report of an Examiner nominated by the Authority
unde standard condition 45 of this licence (Incentive scheme for quality of service)
finds that the level of accuracy of any Specified Information used for the purposes of
any formula in this condition is less than the level of accuracy specified for such
information in the Quality of Service RIGs.

9.48 If paragraph 9.47 applies, the Authority may, after consultation with the licensee and
having regard to all relevant information and circumstances, and so as to mitigate any
distortion arising fromhat inaccuracy, by Notice to the licensee direct which data
should be used in substitution for the rwmmpliant information for the purposes
of the formula in question.

Part J: Adjustment of performance on quality of supply targets

9.49 Severe weather eventsThis paragraph applies where the licensee considers that its
performance in respect of any matter used for calculating CIISt or CMLISt (as provided
for respectively under Parts B and C above) has been affectesklvgre weather event
that meets the relevant exceptionality requirement defined in Appendix 2.

9.50 If paragraph 9.49 applies, the performance of the licensee used for calculating CIISt
or CMLISt is to be adjusted so as to exclude the full ieeriinpact of the event in
question, provided that

(@) the Authority has been notified of the event within 14 days of the date on which
the licensee considers that the effect of the event has ceased or within 14 days
of the end of the relent year (whichever is the eatrlier);

(b) an Examiner nominated by the Authority under standard condition 45 of this
|l icence, or the Authority, has verifie
performance; and

(®) the Authority

() is satisfied thathe event meets the relevant exceptionality requirement
defined in Appendix 2, and

(i) has by Notice to the licensee directed the adjustment to be made to the
|l icenseebs performance.

9.51 Other events: This paragraph applies where the licensee considernsstparformance
in respect of any matter used for calculating CIISt or CMLISt (as provided for
respectively under Parts B and C above) has been affected by an event that does not
meet the relevant exceptionality requirement set out in Appendix @pbstmeet
the exceptionality requirements set out in Appendix 3.
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9.52 If paragraph 9.51 applies, the Authority may by Notice to the licensee direct that, for
the purposes of calculating CIlISt or CMLISt (or both), all or pitth@ impact of the
event which is in excess of the relevant threshold in successivartbrel periods
from the start of the event until its effect has ceased is to be excluded from the
rel evant yearhebkcenpee,proviedtmatnce of t

(@) the Authority has been notified of the event within 14 days of the date on which
the licensee considers that the effect of the event has ceased or within 14 days
of the end of the relevant year (whicheveahes earlier);

(b) an Examiner nominated by the Authority under standard condition 45 of this
licence has reported to the Authority in respect of the event and its effect;

(c) the licensee has provided such further information, if any, as the Authority
may require; and

(d) the Authority

() Is satisfied that the event meets the exceptionality requirements
defined in Appendix 3, and

(i) has had regard to whether the licensee has met the criteria for
preventative and mgjating actions set out in Appendix 4.

Part K: Procedural requirements and interpretation

9.53 Before giving a direction under paragraph 9.48, 9.50, or 9.52, the Authority, by Notice
given to the licensee, must

(@)  setoutthe terms of the proposed dimstt
(b) state the reasons why it proposes to issue the direction; and

(®) specify the period (not being less than 14 days from the date of the notice)
within which the licensee may make representations or objections.

9.54 The Authority must consider any repretions or objections duly received under
paragraph 9.53, and give reasons for its decision.

9.55 A direction given by the Authority under paragraph 2 of standard condition 49 of
this licence to modify Appendix 2 of the Quality of Service RIGs (which @t
further details of formulas relating to quality of service issues for the purposes of
the |licenseebs reporting obligations to t
purposes of paragraph 8(a) of that condition which is ditlaera Price Control
Review Date unless all Distribution Services Providers have agreed that date.

9.56 In this condition

Office o f Gas and Electricity Markets 48



Appendices

(@) any reference to a numbered Regulation is a reference to the Regulation
bearing that number in the Electricity (Standardsesfd®mance)
Regulations 2010;

by

axo and Amind are us
d YiYisiegative (afdX, Y) 0 me a
, anYdisnBgawex ( X, Y) O me

(b) where the terms fim
given amounts X an
ot herwi se means Y)
(andotherwise means X);

(c) words and expressions defined for any of the purposes of

(i) CRC 3 (Restriction of Distribution ChargeBemand Use of System
Charges), and

(i) standard condition 45 of this licence (Incentive scheme for quality
of service),

have the same meaning when used in this condition; and

(d)  words and expressions defined in the Quality of Service RIGs which are
used in this condition have the same meaning as in those RIGs.

9.57 Appendices 1 to 4 follow immediately below.
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CRC10. Adj ust ment of |l icenseebs revenues
in relation to Transmission Connection Point Charges

Introduction

10.1 The purpose of this condition is to establish a mechanism for calculating the amount
of the term IT (the Transmission ConneatiPoint Charges incentive term) that
applies in CRC 5 (Restriction of Distribution Charges: total incentive revenue
adjustment).

10.2 The effect of the application of the Transmission Connection Point Charges incentive
termin CRC5isto adjustthecalcat i on of the | icenseeds Al
under CRC 3 (whether upwards or downwards) in order to reflect the performance of
the licensee in relation to the Transmission Connection Point Charges Incentive
Scheme established pursuanstandard condition 45A of this licence (Incentive
scheme for Transmission Connection Point Charges).

Part A: Calculation of incentive revenue for Transmission Connection
Point Charges (IT)

10.3 For the purposes of Part B of CRC 5, which adjustsahec ul at i on of t he
Allowed Demand Revenue under CRC 3, the amount of the IT adjustment for
the Regulatory Year t is derived in accordance with the following formula (in
this condition, the Principal Formajt

ITe=TI + TP,

10.4 For the purposes of the Principal Formula:

Tl means the Incentivised Transmission Exit Charges in the Regulatory
Year t, as derived in part B

TP means the amount representing the lassugh revenue in respect of the
Transmission Connection Point Charges in the Regulatory Year t,
comprising the Non Incentivised Transmission Exit Charges in the
Regulatory Year t, as reported under the Transmission Connection Point
Charges RIGs issued by the Authority under standard comdibA of
this licence.

[note: the definition of Non Incentivised Transmission Exit Charges is currently
in Condition 45A, however, it may be more appropriate to include it in this
condition]
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Part B: Calculation of the total incentive payment (TI)

10.5 For the purposes of the Principal Formula:
Tl =PT+ (tir x((PIAT { xAll) i PT))
10.6 In the formula for the Tl term above

PIAT; is the price index adjuster relating to Incentivised Transmission Exit
Charges, and is determined as set ofart B below.

All ¢ is the Incentivised Transmission Exit Charges allowance in the
Regulatory Year t in 2008/09 prices, as approved by the Authority under
the Transmission Charges Exit Scheme, and is represented by the amount
shown agai ns tmetinhhe tablei set euhat Appedidix 1 n a
(which is part of this condition).

tir is the incentive rate, which, for the purposes of this condition, has the
value of 20 per cent.

PTt is the actual amount of Incentivised Transmission Exit Charggsble by
the licensee in the Regulatory Year t, as reported under the Transmission
Connection Point Charges RIGs issued by the Authority under standard
condition 45A of this licence.

Part B: Calculation of the price index adjuster (PIAT)
10.8 For the puposes of the formulas set out in Part A above:

PIAT; is the price index adjuster in Regulatory Year t, and is derived from the
following formula

|1 RPEE
PIA'I[{1+ 100} PIAT,

10.9 In the formula for the PIAT term above:

PIAT; has the value of 1 for theelgulatory Year beginning on 1 April 2010,
and then for each subsequent Regulatory Year has the value derived
in accordance with the formula itself.

[Indexation and year in which allowances are based will be made cofisiste

RPI is as defined in Part C of CRC 3, and is determined in accordance with
the formula set out there.

10.10 Appendix 1 follows immediately below.
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APPENDIX 1
Allowance for Incentivised Transmission Exit Charges

(see paragraph 10.6 of this condition)

Licensee Allowance _(£m) in
2008/09 prices
Central Networks West plc XX.X
Central Networks East plc XX.X
Electricity North West Ltd XX.X
Northern Electric Distribution Ltd XX.X
Yorkshire Electricity Digtibution plc XX.X
Western Power Distribution (South West) plc XX.X
Western Power Distribution (South Wales) plc XX.X
EDF Energy Networks (LPN) plc XX.X
EDF Energy Networks (SPN) plc XX.X
EDF Energy Networks (EPN) plc XX. X
SP Distribution Ltd XX.X
SP Manweb plc XX.X
Scottish Hydro Electric Power Distribution plc XX.X
Southern Electric Power Distribution plc XX.X
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CRC11. Adjustment of | icenseeds revenue:
funding performance

Introduction

11.1 The pupose of this condition is testablish a mechanism for calculating the amount
of the term IFI (the innovation funding incentive term) that applies in CRC 5
(Restriction of Distribution Chargegotal incentive revenue adjustment).

11.2 The effect othe application of the innovation funding incentive term in CRC 5
i's to adjust the calculation of the I|icen
(whether upwards or downwards) in ordereéiect theperformance of the licensae
relation to investment in innovation under thaovationFundingincentive(IFI)
Scheme established pursuant to standard condiaf this licence (Incentive
schemes for funding innovation and Distributed Generation).

Part A: Calculation of the innovation funding incentive (IFI)

11.3 For the purposesf Part B of CRC 5, which adjusts the calculatiothefl i censeeds
Allowed Demand Revenue under CRC 3, theddjustmenfor theRegulatory
Y ear tis derived in accordance with the following form(lathis condition, the
Principal Formula)

IFI, = piri, x(min(IFIE, .((0.005 % CBR, )+ KIFI, )))

11.4 For the purposes of the Principal Formula

IFIE; means thé&ligible IFI Expenditure folRegulatory Yeat as reported in
the IFIAnnualReport for hat year(see also Part B below).

CBR: meansCombinedDistribution Network Revenue irthe Regulatory
Year t as defined i@RC 2 Definitionsfor the Charge Restriction

Conditions).
ptri; is the passhrough factoand has the value of 0.8
KIFI, is thelFI carry-forward in relation to thé~1 Scheme as set out in the

IFI AnnualReport forRegulatory Year-i, and is calculated frothe
following formula

(0.5x0.005xCBR_;, if IFIE,_; <(0.5x0.005xCBR_;).
KIFL = (0.005xCBR,_;)~IFIE_;. if IFIE,_; > (0.5x0.005xCBR,_;) and IFIE_; <(0.005xCBR,_)),
0. if IFIE,; > (0.005x<CBR._;):
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Part B: Interpretation
11.5 For the purposes of this condition

Eligible IFI Expenditure means tB amount of expenditure
spent or accrued by the licensee in
respect okligible IFI Projects

Eligible IFI Projects means those projects that meet the
requirements described for such
projects

IFI Annual Report means the report produced each year

by thelicensee, in a format agreed
with the Authority, in respect of
expenditure on innovation

11.6 Expressions defined in paragraph 11.5 above are to be read and given effect
subject to any further explanation or elaboration that might be set out in the
IFI RIGsissued by the Authority under standard condition 46 of this licence
in relation to the IFI Scheme established pursuant to that condition.
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CRC12. Adj ust ment of enueste relBeetpérformanees
in relation to Distributed Generation

Introduction

12.1  The purpose of this condition is to establish the mechanism for calculating the
amount of the term IG (the incentive revenue for Distributed Generation term) that
applies in CRC 6 (Restriction of Distribboih Charges Generation Use of System

Charges).

12.2  The effect of the application of the incentive revenue for Distributed Generation term
in CRC 6 is to adjust the calculation of
Revenue under that conditionanr der t o refl ect the | icens

Distributed Generation Incentive Scheme set out below.

Part A: Calculation of incentive revenue for Distributed Generation (IG)

12.3  For the purposes of Part B of CRC 6, which adjusts the calcutation t he | i cens
Allowed Network Generation Revenue under that condition, the amount of the
IG adjustment in Regulatory Year t is derived from the following formula (in this
condition, the Principal Formula)

IG, = Gl, + GR + GO, + GL, + [EDA

Part B: Calculation of the total incentive payment (Gl)
12.4  For the purposes of the Principal Formula

Glt means the total incentive payment in the Regulatory Year t, as derived
from thefollowing formula

Gl, = PIAG, x gir x gg,
12.5 In the formula for the Gl term above

PIAG; is the price index adjuster relating to DG, and is determined as set
out in Part F below.

gir is the incentive rate for the DG Incentive Scheme, which has the
value of £1,000 per MW of tentivised DG Capacity (see also Part
G below in respect of the application of this value).

gct is the Total Incentivised DG Capacity that is directly or indirectly
connected to the |Iicenseebs Distri bl
of the Regulatory Year t, expressed in MW (see also Part D below,
where this term also applies).
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Part C: Calculation of the pass-through revenue (GP)

12.6 For the purposes of the Principal Formula
GPt means an amount representing the plasugh reenue in respect of
the connection of DG to the | icenseecé
Regulatory Year t, and is calculated in accordance with the following
formula
t—1 1 r 6
GR = PIAG; x X x @Qp; — ot
jomager| PIAG, |, 1
(1+r)°
12.7 In the formula for the GP term above

[j will be defined in a formula in this part, rather than as it currenlyt appears above]

PIAG; s the price index adjuster relating to DG, and is determined as set out
in  Part F below.

r is the allowed préax cost of capital, expressed in real terms, which,
for the purposes of this condition, has the value of 6.9 per cent.

is the value of for the Regulatory Year beginning on 1 April 2010.

P means the number of complete Regulatory Years over which Use of
System Capex for DG is remunerated, which for the mapof this
condition has the value of 15.

ap means the amount of Use of System Capex for DG that is subject to the
passthrough arrangement of this Incentive Scheme in the Regulatory
Year |, and is derived from the following formula

gp = ptrg X gps
where
ptrg is the passhrough rate and has the value of 0.8.

aps is the amount, expressed in pounds sterling, of Use of
System Capex for DG for Regulatory Year |.

of; is the amount of Capex that is excluded from this cal@uldat
reflect the transfer of Capex from the DG Incentive Scheme in
accordance with Part H below.
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Part D: Calculation of the O and M cost adjustment (GO)
12.8 For the purposes of the Principal Formula

GG is the adjustment to Allowed Network GeneratRevenue in respect
of the operational and maintenance costs of Total Capex for DG for
Regulatory Year t, and is derived from the following formula

GO, =PIAG, x gorxgc,

12.9 In the formula for the GO term abave
PIAGt is the price index adpter relating to DG, and is determined as set
out in Part F below.
gct is as defined in Part B above.
gor is the allowed operational and maintenance rate for all Relevant
DG, and has a value of £1,000 per MW of Incentivised DG
Capacity.

Part E: Value of the previous price control amount (GL)
12.10 For the purposes of the Principal Formula

GLt means an amount representing the revenue in the Regulatory Year t
i n respect of the DG that connected
System prior to B March 2010 (as a result of the DG Incentive
Scheme in effect at that date) after the cap and floor has been
applied to the revenue stream, and takes the value against the
| i cenceeds name and Regul atory Year
Appendix 1 (which igart of this condition)

Part E: Calculation of values in respect of an Inset Electricity Distributor
12.11  For the purposes of the Principal Formula

IEDAt means an amount determined in respect of Regulatory Year t by
recalculating the values for GIEPt, and GOt in accordance with
the formulas set out in Parts B, C, and D above, but in each case
substituting for each capacity or Capex value the equivalent value
(see paragraph 12.11) for any Inset Electricity Distributor.
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12.12  The equivalent valumentioned in paragraph 12.11 refers to the portion of the
capacity or the Capex value in question which relates to capacity or Capex
relating to relevant assets owned or operated by the Inset Electricity Distributor
that are situatedithint h e | i Ristributon 8edvies Area.

Part F: Determination of the price index adjuster (PIAG)

12.13  For the purposes of the formulas set out in Parts B, C, and D above and also in
Part | below

PIAGt is the price index adjuster in Regulatorga¥ t, as derived from the
following formula

RP}
PIAG.
100}X G

MAQ:P+

12.14 In the formula for the PIAG term abave

PIAGt has the value of 1 for the Regulatory Year beginning on 1 April
2010, and then in each subsequent Regulatory Year has tlee valu
derived in accordance with the formula itself.

RPIt is as defined in Part C of CRC 3, and is determined in accordance
with the formula set out there.

Part G: Duration of the value of the incentive rate (gir)

12.15  For the purposes of thicondition, the incentive rate (gir) for the DG Incentive
Scheme is to have the value set out against that term in Part B above for each
and every Regulatory Year up to and including the Regulatory Year beginning
on 1 April 2029 so far as it is appliedlt@entivised DG Capacity relevant to
the |licenseebs Distribution System durir
March 2015.

Part H: Criteria for the exclusion of certain Capex amounts (gtj)

12.16  For the purpose of determining the amount of the tejymn dtart C above, the
licensee, with the consent of the Authority, may exclude Capex in respect of assets
for which the Capex has been initially treated as Use of System Capex for DG but
in respect of which

€)) the Incentivised DG Capacity utilisingdse asets has fallen because
the owner or operator of a Relevant DG, or any agent of such owner
or operator, has terminated its agreements for generator Use of System
(or such parts of any other Use of System Agreements as may apply)
and connectiontoan Authos ed per sondés distributioc
otherwise reduced the capacity required; and
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(b) those assets have a value that has not been fully depreciated through
Generation Use of System Charges for 15 complete Regulatory Years
in accordance with the provisisof Part C.

Part I: Calculation of incentive revenue for Registered Power Zones

12.17  For the purposes of calculating the amount of incentive revenue for Registered
Power Zones that is to be applied to the calculation of Allowed Network
Generation Resnue under Part B of CRC 6, the value of RPZt in that Part B is
derived from the following formula

RPZ = PIAG, x min @PZM, gizx gcz _
12.18 In the formula for the RPZ term above

PIAGt is the price index adjuster relating to DG, and is determined as set
out inPart F above.

RPZM means the annual cap on RPZ revenue and has the value of £500,000.

giz means the incremental incentive rate for connecting a Relevant DG
within that area registered by the Authority as a Registered Power
Zone for tle purposes of this condition, and has a value of £3,000 per
MW of RPZ DG Capacity.

gczt is the amount of RPZ DG Capacity, expressed in MW, connected to
the |licenseeds Distribution System
March of that year, within that area registered by the Authority as a
Registered Power Zone for the purposes of this condition.

Part J: Interpretation

12.19  For the purposes of this condition

Capex means costs that are directly incurred by tbensee
in relation to the installation or reinforcement of
electric lines or electrical plant forming part of the
|l icenseeb6s Distributior

Incentivised DG in relation to any Regulatory Year, medhs highest

Capacity active electrical powehat could be generated (or tF
relevant incremental change in this amount in case
involving the expansion of existing Distributed
Generation) by a Relevant DG for that year, accort
to either

' (@) the connection agreamts and Use of Systenr
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Agreements in force on 31 March of that
Regulatory Year in relation to the relevant pl
or apparatus; or

(b)  in any case of generation covered by the EN
Engineering Remmmendation G83/1 (or any
authorised successor), the notification recei
by the licensee on or before 31 March of the
year,

in each case above, as connected at 31 March of t
Regulatory Year.

Relevant DG means [stributed Generation (except for Distribute
Generation operating ir
Distribution System for the purposes of standby)
which has a connection start date on or after 1 Apr
2010 and is eligible for Use of System Char@es
any) in accordance witt
Charging Methodology in place on or after 1 April
2010.

RPZ DG Capacity means the sum of the Incentivised DG Capacity of
all Relevant DG that has been connected for a per
of five years or less after the date of connection an
has a connection point
Distribution System that forms a Registered Powel
Zone.

Total Capex for DG means the sum of all costs directly incurred by the
licensee in relation to #installation or reinforcemer
of electric lines or electrical plant necessary for the
connection of Relevant DG or of any proposed or
expected Relevant DG for subsequent Regulatory
Years and, for the avoidance of doubt, includes
the inagease in the present value of costs resulting
from the advancement in time, to within the
Regulatory Year, of the reinforcement of assets so
to facilitate the connection of the Relevant DG.

Total Incentivised DG means the sum, for all of theeRvant DG for the
Capacity |l icenseebs Distributior
DG Capacity.
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Use of System Capex meanghat amount of Total Capex for DG that is nc
for DG remunerated through Connection Charges payable

the licensee.

12.20  Expressions defed in paragraph 12.19 above are to be read and given effect
subject to any further explanation or elaboration that might be settbet in
DG RIGs issued by the Authority under standard condition 46 of this licence in
relation to the @ Incentive Scheme established pursuant to that condition.

APPENDIX 1

Allowance for previous price control incentive amounts

(see part E of this condition)
[please note that options are currently being evaluated around over what time period
these revenustreams can be recovered]

2010/11 [ é e é . | 2024/25
Licensee
Central Networks West plc XX.X XX. X
Central Networks East plc XX.X XX.X
Electricity North West Ltd XX.X XX.X
Northern Electric Distribution Ltd XX.X XX. X
Yorkshire Electricity Distributia plc XX.X XX.X
Western Power Distribution (South West) plg XX.X XX.X
Western Power Distribution (South Wales) p| XX.X XX.X
EDF Energy Networks (LPN) plc XX.X XXX
EDF Energy Networks (SPN) plc XXX XXX
EDF Energy Networks (EPN) plc XX.X XX.X
SP Distribution Ltd XX.X XX.X
SP Manweb plc XX.X XX.X
Scottish Hydro Electric Power Distribution pl{ XX.X XX.X
Southern Electric Power Distribution plc XX.X XX.X
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CRC13. Licenseebdbs Connection Activities:
development of competition
Introduction

13.1  This condition applies on and after 1 April 2010 for the following purposes.

13.2  The first purpose is to allow the licensee (notwithstanding any other provision of
this licence) to charge a Margin @a Connection Activities in order to create the
circumstances in which competition and service will develop in Relevant Market
Segments of the Local Connections Market.

13.3  The second purpose is to limit that Margin until the Authostgatisfied that
suchcompetition and service have developed.

13.4  The third purpose is to establish Tests which will enable the Authority to assess
and determine

(a) the extent to which such competition and service have in fact geekland

(b) the I'icenseeds compliance with certain
making of connections to its Distribution System.

13.5  The fourth purpose is to allow the Authority to direct the licensee to repay any
Margin charged on its Coention Activities in circumstances in which those
legal requirements have not been met.

Structure of this condition
13.6  This condition is organised as follows.

13.7 Parts A and B set out the gener al restri
Margin on its Connection Activities, but permit the restriction to be relaxed to
allow such a Margin to be charged in certain circumstances.

13.8  Part C provides for the Authority to define Tests against which

(@ to assess the | i cegahrequiedentsiospgciof ance wi
the making of connections to its Distribution System; and

(b) to measure the development of competition and service in Relevant
Market Segments of the Local Connections Market.
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13.9 Parts D and E permit the licengeenotify the Authority if it believes the Tests
to be satisfied in its Distribution Services Area, and provide for the Authority to
determine whether those Tests are satisfied.

13.10 Parts F to H make provision to allow, restrict, or prohibit the chargiagature
Margin by the licensee following the determination of the Authority.

13.11 Part | makes provision for all or part of any Margin previously charged by the
licensee to be repaid where legal requirements in respect of the making of
connections to itPistribution System have not been met, and in certain other
cases.

13.12 Parts J and K make associated provision relating to the definition of the Tests
andother relevant terms.

13.13 Appendix 1 (which is part of this condition) specifies thesgments of the Local
Connections Market that are within the scope of this condition and those that are
not.

Part A: The principal restrictions

13.14 The licensee may not charge a Margin in a Connection Charge that relates to any
of its Connection Activigs in an Excluded Market Segment of the Local
Connections Market.

13.15 The licensee may not charge a Margin in a Connection Charge that relates to any
of its Connection Activities in a Relevant Market Segment of the Local
Connections Market except in accordamwith the provisions of this condition.

Part B: Ability to charge a Regulated Margin on Connection Activities

13.16 The licensee may give the Authority a Regulated Margin Notice when verified
systems and processes are in place withiDiggibution Business for the purposes
of compliance with the Electricity (Connection Standards of Performance
Regulations) 2010 (S1 2010/1234) and any Connection RIGs issued by the
Authority under standard conditidbA (Connection policy and connection
performance).

1317 A Regul ated Margin Notice iIis a statement
Regulated Margin in Connection Charges relating to its Connection Activities in
the Local Connections Market.

13.18 Where thdicensee gives the Authority a Regulated Margin Notice

(a) it must charge a Regulated Margin in all such Connection Charges, except
for those which relate to its Connection Activities in an Excluded Market
Segment;
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(b) it must do so inglation to all of its Connection Activities in respect of which
it makes an offer of connection terms within each of the Relevant Market
Segments after the date of the Notice; and

(c) the Regulated Marg that must be charged is 4 per cent.
Part C: Tests must comprise two categories of criteria

13.19 The Authority may, in accordance with this Part C, specify criteria against which
to assess

@ the Ilicenseebds compliance themaéking | egal r
of connections to its Distribution System; and

(b) the development of competition and service within each of the Relevant
Market Segments.

1320 Those criteria are collectively referred

13.21 The natureof the Tests must be set out and explained in the Connection RIGs
prepared and issued by the Authority following consultation with the licensee
under standard condition 15A of this licence (Connection policy and connection
performance).

13.22 The Tests must comprise and be ordered into two categories of criteria, being
criteria against which to assess whether

(@) the licensee has complied with certain legal requirements related to the
making of connections to its Distribati System (the Legal Requirements
Tests); and

(b) there is established competition within, and the licensee is meeting
appropriatestandards as to price and service in relation to its Connection
Activities in, theRelevant Market Segments (the Competifl@st).

13.23 The Authority may (to the extent specified in the Connection RIGs) exclude one
or more Relevant Market Segments from the Competition Test.

Part D: The Competition and Service Notice

13.24 At any time on or before 31 December 2013, the licenseegimayhe
Authority Competition and Service Notice.

13.25 A Competition and Service Notice is a statement by the licensee that it considers
the Legal Requirements Test and the Competition Test to be satisfied in respect
of one or more Relevant Market Segrtsen

1326 A . Competition and Service Notice must st
those Tests to be satisfied.
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13.27 A Competition and Service Notice must be accompanied by the evidence
[including, but not restricted to, such evidence as may be speciftad i
Connection RIGs], so far as 1t is in the
establish that those Tests are satisfied.

13.28 A reference in this condition to any category of the Tests being satisfied is a
reference to such of the criteria withhrat category of Tests being satisfied as
the Authority considers appropriate.

13.29 The licensee may give the Authority

(@) asingle Competition and Service Notice which relates to all Relevant
Market Segments; or

(b) more than one Competition and Service Notieeheof which relates to
oneor more different Relevant Market Segments.

Part E: The competition and service determination

13.30 If the Authority receives a Competition and Service Notice from the licensee, it
may, in accordance with this Part E, deterenivhether the Tests to which the
Notice relates are satisfied.

13.31 In determining whether the Tests are satisfied, the Authority must dp way
of a separate determination in respect of each Relevant Market S¢gmen
whichthe Competition and Service hee relates.

13.32 Before making a determination, the Authority must consult with persons who it
believes are likely to have an interest in the outcome of the determination and
consider their views.

13.33 A determination must include a statement that, as the cagden

(@) the Authority determines that the Legal Requirements Test and the
Competition Test have been satisfied; or

(b) the Authority determines that only the Legal Requirements Test has been
satisfied; or

(c) the Authority determines that the Legal Requiremenst flas not been
satisfied.

13.34 Where a determination includes a finding that one or more of the categories of
theTests have not been satisfied, it must
conclusion.
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13.35 If the Authority has not, within four months ofcesving a Competition and
Service Notice from the licensee, made a determination in respect of a Relevant
Market Segment to which that Notice relates, all of the Tests within that Notice
shall be deemed to be satisfied in relation to that Relevant Maegateht
[unless the Authority has begun a formal investigation under either this licence
or the Competition Act 1998 in relation to that Relevant Market Segment].

13.36 Where the Authority determines that one or both of the categories of the Tests is
not satisfed in respect of any Relevant Market Segment, the licensee may, after
four months from the relevant determination and up to 31 December 2013, give
the Authority a further Competition and Service Notice relating to that Relevant
Market Segment.

Part F: Ability to charge an Unregulated Margin on Connection Activities
13.37 The following provisions of this Part F apply where the Authority determines that

(@) the Legal Requirements Test has been satisfied in respect of a Relevant
Market Segment; and

(b) the CompetitionTest has also been satisfied in respect of that Relevant
Market Segment.

13.38 From the date of the determination

(@) the licensee will be entitled (but not obliged) to charge an Unregulated
Margin in Connection Charges in relation to its Connection Activities i
theRelevant Market Segment; and

(b) this condition is to be treated as placing no limit on the amount of the
Unregulated Margin which the licensee may charge in those Connection
Charges in relation to its Connection Activities in the Relevant Market
Sgment.

13.39 Beginning with the Regulatory Year following that in which the determination was
made, the licensee must, by no later than 30 June each year, submit to the
Authority a report which

(@ states that the categori edetermhatonTest s ¢
under Part E above are satisfied at the time of the report in respect of the
Relevant Market Segment; or

(b) specifies the extent (if any) to which those Tests are not satisfied at that
time in respect of the Relevant Market Segment.
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1341 The report must be accompanied by the evi
possession, necessary to establish that the relevant Tests are satisfied or to show
any extent to which they are not satisfied.

13.42 Where the Authority at any time @eimines that the Legal Requirements Test
has ceased to be satisfied, it may issue to the licensee a Clawback Direction in
accordance with the provisions of Part | below.

Part G: Provisions where only the Legal Requirements Test is satisfied

13.43 The following provisions of this Part G apply where the Authority determines
that,in respect of a Relevant Market Segment

(@) the Legal Requirements Test has been satisfied; but
(b) the Competition Test has not been satisfied.

1344 From the date of that determination, the licensee may continue to charge the
Regulated Margin (but no more than that Margin) in its Connection Charges in
relation to the Relevant Market Segment.

13.45 |If, at any time after a period of four monthsrfréhe date of the determination,
thelicensee considers that the Competition Test has come to be satisfied in
respect bthe Relevant Markeébegmentit may give the Authoritya Notice
stating its reasorfer believing that that category of Tests is neatisfied.

13.46 The Notice must be accompanied by the evidence [including, but not restricted to,
such evidence as may be specified in the Connection RIGs], so far as it is in the
|l i censeeds possessi onhatthahcategoryofTestisdasc essar y
satisfied.

13.47 On receiving that Notice, the Authority may, following such consultation with
thelicensee and other persons as it considers appropriate, determine whether
the Competition Test is satisfied in respectiué Relevant Market Segment.

13.48 Where the Authority determines that the Competition Test is satisfied and the
Legal Requirements Test continues to be satisfied, then from the date of that
determination

(@) this Part G will cease to alyan respect of the Relevant Market Segment;
and

(b) the provisions of Part F will apply in respect of the Relevant Market
Segment.
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Part H: Provisions where the Legal Requirements Test is not satisfied

13.49 The following provisions of this Part H apply where the Authority determines
thatthe Legal Requirements Test has not been satisfied in respect of a Relevant
MarketSegment.

13.50 For the purposes of this Part H, it is irrelevant whether or not the Aythas
also determined that the Competition Test has been satisfied.

13.51 Where the determination is made on or before 31 December 2013, the licensee
may continue to charge a Regulated Margin in its Connection Charges in
relation to itsConnectionActivities in the Relevant Market Segment.

13.52 Where the determination is made on or after 1 January 2014, the Authority may,
at any time after the date of the determination and having first consulted with the
licensee, issue ardiction in respect of the Relevant Market Segment which
does any or all of the following

(a) directs that the provisions of Part A will cease to apply;

(b) states that the licensee may not charge a Margin in its Connection Charges in
relation to its Connection @ivities in the Relevant Market Segment in such
cases and until such time as is specified in or determined under the direction;

(c) states that the licensee may charge a Margin in its Connection Charges in
relation toits Connection Activities in the Relevant Market Segment only of
such an amount and in such cases as is specified in or determined under
the direction.

13.533 The licensee must comply with any such direction issued to it.

13.54 Where the determination is made on or after 1 January 2014, the Authority may
also, following the determination and having first consulted the licensee, issue a
Clawback Direction in respect of the Relevant Market Segment.

Part I: The Clawback Direction

13.55 A Clawback Direction, whether issued under Part F or Part H, is a direction that
has effect in accordance with the provisions of this Part I.

13.56 A Clawback Direction is a direction requiring the licensee to make repayment
of someor all of the Margin vhich it had charged in its Connection Charges in
relationto its Connection Activities in the Relevant Market Segment during a
specifiedperiod of time.
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Any Clawback Direction issued by the Authority must specify both the period of
time to which it relees and the [proportion] of the Margin which the Authority
requires the licensee to repay.

For the purposes of this Part |, a Margin is treated as having been charged during
a period of time if it

(&) became due to the licensee under aeation agreement entered into or
varied during that period; and

(b) was paid to and received by the licensee under that agreement or variation
of it.

Where a Clawback Direction is issued under the provisions of Part F of this
condition

(@) the specified period of time may not commence earlier than the date which
the Authority determines to be the earliest date on which the Legal
RequirementJest ceased to be satisfieohd

(b) the [proportion] of each Margin whichdhbAuthority requires to be repaid
by the licensee may not be greater than any amount by which the Margin
charged by the licensexceededhe Regulated Margin.

Where it is issued with a Clawback Direction, the licensee must take all reasonable
steps to

(@) identify all those persons who were charged the Margin to which the Clawback
Direction relates; and

(b) repay to each such person, as soon as is practicable, a sum equivalent to the
[proportion] of the Margin whah that person paid to the licensee.

Where the licensee has, after having taken all reasonable steps to do so, been
unableto repay any sums representing Margins to which a Clawback Direction
applies, itmust notify the Authority of the aggregatmount of the sums

remaining unpaid.

The aggregate amount notified to the Authority shall constitute the value of the
[AUMLt] term for the purposes of CRC 3 (Restriction of Distribution Charges
Demand Use of System Charges).

Where a Margi became due to the licensee under a connection agreement
enterednto or varied during a period of time specified in a Clawback Direction,
buthas not been paid to and received by the licensee at the date of the Direction,
thelicensee must waive itgghts to recover that Margin.
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Part J: Restriction on the power to modify the Connection RIGs

13.64 Where a proposed modification of the Connection RIGs issued by the Authority
under standard condition 15A of this licence relates to any criteria whith fo

part of one or more categories of the Tasts Authority may not make that
modification except in accordance with the procedure under section 11A of the
Act that would apply to the modification if it were in fact a modification of a
standad condition under this licence.

Part K:
13.65

13.66

Interpretation

In this condition, references to a Relevant Market Segment include references to
any subset of that segment [, aangalgamation of subsets sggmerg or

any amalgamation of segments] thafdare] capable of being specified

meaningfully for the purposes set out in paragraphs 13.2 to 13.5 above.

For the purposes of this condition

Clawback Direction

Competition and
Service Notice

Competition Test

Connection Activities

Excluded Market
Segment

Legal Requirements
Test

Local Connections
Market

Margin

is a direction given by the Authority in accordanct
with Part | of this condition.

is a Notice given by the licensee in accordance w
Part D of this condition.

is a category of the Tests and has the meaning g
in Part C of this condition.

means any and alf such activities comprising or
associated with the provision, modification, or
retention of a connect
Distribution System as may, in accordance with t|
|l i censeebs Connecti on
undertaken by persons other thaa licensee.

means any of the Excluded Market Segments the
are described in Appendix 1.

is a category of the Tests and has the meaning g
in Part C of this condition.

means te market that exists for the procurement
and provision of Connection Activities within the
|l icenseebs Distributio

whether in relation to a Regulated Margin or an
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Unregulated Margin, means a monetary sum, for
part of a Conneain Charge, which

(@) isin addition to the cost incurred by the
licensee in providing any of its Connection
Activities; and

(b) is expressed as a percentage of that cost.

Regulated Margin is a Margin that

(@) becomes chargeable in relation to Cortiogc
Activities by the licensee in the circumstanct
set out in Part B of this condition; and

(b) is limited to the amount that is specified in

that part.
Relevant Market means any of the Relevant Market Segments tha
Segment described in Appedix 1.
Tests has the meaning given in Part C of this condition.
Unregulated Margin is a Margin that

(@) becomes chargeable in relation to Connect
Activities by the licensee in the circumstanc
set out in Part F of thisondition; and

(b) is not limited in its amount by any provision
of this condition.

13.67 Words and expressions defined for any of the the purposes of this condition
(including in Appendix 1) are to be read and given effect subject to any
further explanation or elaboration set out in the Connection RIGs issued by
the Authority under standard condition 15A of this licence.

13.68 Appendix 1 follows immediately below.
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APPENDIX 1
Local Connections Market Segments

Part 1: Relevant Market Segments

A13.1 For the purposes of this condition, the Relevant Market Segments of the Local
Connections Market are each of the following ten segments, defined by
referenced the nature and volume of the Connection Activities and tiv& w
associatedavith them.

Demand Connections

A13.2 In respect of Metered premises owned or occupied by Demand Customers

) LV work: low voltage Connection Activitiemvolving only low
voltage LV work, other than in respect of Excldddarket Segments.

(i) HV work: low voltage or high voltage Connection Activities
involving high voltage work (including where that work is required in
respect ofConnection Activities within an Excluded Market
Segment).

(i) HV and EHV work: highvoltage Connection Activities involving
extra high voltage work.

(iv) EHV work and above: extra high voltage and 132kV Connection
Activities.

Distributed Generation
Al13.3 Inrespect of Metered premises comprising Distributed Generation

(V) LV work: low voltage Connection Activities involving only low
voltage work.

(vi) HV and EHV work: any Connection Activities involving work at
high voltage or above.

Unmetered Connections
Al13.4 Inrespect of Unmetered premises

(vii) LA 1710 work: Connection Atvities in respect of local authority
premises involving 10 or fewer jobs.
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(viii) LA 11+ work: Connection Activities in respect of local authority
premises involving more than 10 jobs.

(ix) PFI work: Connection Activitiesinder privée finance initiatives.

x) Other work: all other Unmetered connections work.

Part 2: Excluded Market Segments

Al13.5 For the purposes of this condition, and subject to paragraph A13.2(ii) above,
theExcluded Market Segments of the Local Connectionkbtaare the
following segments, each of them relating to Metered premises which are
owned or occupiely Demand Customers and defined by reference to the
nature and volume of &@Connection Activities.

0] Domestic LV work: low voltage Connection Activigss relating to
no more than four Domestic Premises.

(i) One-off industrial and commercial work: Connection Activities in
respect of a single or three phase low voltage connection at up to
60kVA for premises other than Domestic farges.

Part 3: Interpretation

A13.6  Definitions of the Market Segments set out in this Appendix are subject to the
provisions of paragraph 13.67 of this condition.
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CRC 14. Low Carbon Networks Fund

Introduction

14.1 The purpose of this cortthn is to establish the mechanism for determining the
amount of the LCN term (the total incentive payment for low carbon networks
development) in relation to the Low Carbon Network Fund that applies in CRC 5
(Restriction of Distribution Charges: total artive revenue adjustment).

Part A: Funding mechanisms for Low Carbon Networks Fund functions

14.2 Parts B to D below provide for the following functions to be discharged by the
Low Carbon Networks Fund:

(@) the funding of projects through rewges contributed through the

|l icenseeds Use of System Charges (Athe

(b)  the funding of projects through revenues contributed through the Use of
System Charges of all of the Distri

(At toende Ti er Funding Mechani smo); and

(c) the funding of such awards as the Authority considers appropriate through
the Use of System Charges of all of
Mechani smo) .

14.3 The revenues received by the licensee from its {System Charges under each
funding mechanism in a Regulatory Year represent the amount of the LCN term
that is to be incorporated into the provisions of CRC 5 in respect of that year.

14.4  Accordingly, for the purposes of Part B of CRC 5, which sidjthe calculation

of the Ilicenseeds Al l owed Demand Revenue

Distribution Charges: Demand Use of System Charges), the amount of the LCN
adjustment in Regulatory Year t is derived from the following formula (in this
condition, he Principal Formula):

LCNt = LCN1t + LCN2t + LCN3t

where:

(@) LCNL1t is an amount determined under the First Tier Funding Mechanism
in accordance with Part B below;

(b) LCN2t is an amount determined under the Second Tier Funding
Mechanisn in accordance with Part C; and
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(©) LCN3t is an amount determined under the Reward Funding Mechanism in
accordance with Part D.

Part B: The First Tier Funding Mechanism

14.5 For the purposes of the Principal Formula, the amount of LCN1t caldulate
below:

[LCN1t will be calculated using a formuthatensureshatthe annual project cost

does not exceed the allowance, and then spreads that cost over five years, plus
return. LCN1t will then be this yeards co
project cost will be defined as the amount of the expenditure incurred by the

licensee in the Regulatory Year t in respect of Eligible LCN Projects, as reported

in the licenseebs LCN Annual Report for t
expenditurelimid et er mi ned f or such projects by ¢tF

14.6 The LCN Allowance is the amount set against that term in the part of Appendix 1
that applies to the licensee.

14.7 Assessment, implementatiomdaother relevant matters relating to Eligible LCN
Projects under the First Tier Funding Mechanism are provided for in or pursuant
to the LCN Fund Governance Document issued by the Authority under Part E
below.

Part C: The Second Tier Funding Mechanism

14.8 For the purposes of the Principal Formula, the amount of LCN2t is zero at 1 April
2010 and is subsequently to be determined in accordance with this Part C.

14.9 Where the Authority approves a Valid Claim iRagulatory Year, it shall, by a
direction given to all DSPs, direct:

(@) the amount of the LCN2 term for the purposes of the Principal Formula in
that [and following] Regulatory Years; and

(b) the manner in which and the timescale over which such revenues are to be
transferred by dter DSPs to the DSP responsible for the approved claim
(Athe i mplementing DSPO0) .

14.10 [Where the Authority and implementing DSP [agree] to halbgept, the
Authority shall, by @ection given to all DSPs, direct:

(@ the amount of the LCN2 terfwhich may be negative] for the purposes of
the Principal Formula in that [and following] Regulatory Years; and
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(b) the manner in which and the timescale over which such revenues are to be
transferred by the implementing DSP to the other DSPs.]

14.11 Assessment, implementation, and other relevant matters relating to Eligible LCN
Projects under the Second Tier Funding Mechanism are provided for in or
pursuant to the Fund Governance Document issued by the Authority under Part E
below.

Part D: The Reward Funding Mechanism

14.12 For the purposes of the Principal Formula, the amount of LCN3t is zero at 1 April
2010 and is subsequently to be determined in accordance with this Part D.

14.13 In recognition of the particular merits afh Eligible LCN Project, the Authority
(at its sole discretion) may, in accordance with any relevant criteria set out in the
LCN Fund Governance Document, decide to provide a revenue award to a
nominated DSP.

14.14 Where the Authorityso decides, it sil, by directiongiven to all the Distribution
Services Providers, direct:

(@  the amount of the LCN3 term; and

(b)  the manner in which and the timescale over which such revenues are to be
transferred by other DSPs to the nominated DSP.

14.15 Assessment, implementation, and other relevant matters relating to the making of
awards under the Reward Funding Mechanism are provided for in or pursuant to
the LCN Fund Governance Document issued by the Authority under Part E
below.

Part E: The LCN Fund Governance Document
14.16 The Authority may issue, and from time to time revise, a document, to be known
as the LCN Fund Goveance Document, for purposes connected with the

goverrance and administration of thiee Low Carbon Networks Fund.

14.17 The LCN Fund Governance Document may, in particular, make appropriate
provision about or impose requirements in respect of:

€)) information to be provided to the Authority in relation to the assessment
and approval of Eligible Low Carbon Neorks Fund Projects;
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(b)  the criteria against which such projects will be assessed and approved
(where necessary);

(c) the process and procedures that will be in place for the assessment and
approval of such projects (where necessary); and

(d) the nature of the reporting obligations in respect of such projects.

Part F: Procedure for issuing the LCN Fund Governance Document

14.18 Before issuing a LCN Fund Governance Document under this condition, the
Authority, by Notice given tolblicence holders, must:

(a)  state that it proposes to issue the document, and specify the date on which
it proposes that this should take effect;

(b) set out the text of the document and t
it; and

(c) specify the date (which must not be less than a period of 28 days from the
date of the Notice) within which representations or objections with respect
to the proposal may be made.

14.19 The Authority must consider any representations or objectiorssdhduly made
and not withdrawn.

14.20 The requirements of paragraphs 14.18 and 14.19 may be satisfied by action taken
before, as well as by action taken after, the commencement of this condition.

14211 n paragraph 14. 18 ,esifsuiimanyrevisipnafiti danceodo i n
Part G: Interpretation
14.22 For the purposes of this condition
Al i cence holdero has the meaning given in se
Eligible LCN Project is a project undertaken by the

licensee that appears to thathAority

to satisfy such requirements of the

LCN Fund Governance Document ¢

are necessary to enable the project
be funded under (as the case may |
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