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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 proposals for
the revenues the DNOs 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 that the D N O slibence conditions 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 other 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 licence conditions which may not be apparent from earlier DPCR5 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 DPCR5, where
appropriate. In this regard we propose 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 (including 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 Proposals.

Associated Documents

A Electricity Distribution Price Control Review - Initial Licence 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/Documentsl/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/Documentsl/Init
ial%20Proposals_1_Core%20document.pdf

Office of Gas and Electricity Markets 1


http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/September_Update_letter.pdf
http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/September_Update_letter.pdf
http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/Initial%20Proposals_1_Core%20document.pdf
http://www.ofgem.gov.uk/Networks/ElecDist/PriceCntrls/DPCR5/Documents1/Initial%20Proposals_1_Core%20document.pdf

Appendices

A Electricity Distribution Price Control Review - Initial Proposals - Incentives and
Obligations, 3 August 2009 (Ref. 93/09)

http://www.ofgem.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 DPCR5 policy issues

Appendices

This appendix contains our current drafting in relation to proposed standard licence
conditions to implement key DPCR5 policy issues. Currently we propose to introduce
six new standard licence conditions for this purpose. Other standard licence
conditions will 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 publication of our Final Proposals.

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

A SLC 15A i Connection policy and connection performance,

A SLC 25A i Distributed Generation Connections Guide and Information Strategy,

A SLC 44A i Network Outputs Regime,
A SLC 44B i Distribution Losses Regime,
A SLC 45A i Incentive scheme for Transmission Connection Point Charges, and

A SLC 46A 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
and

to issue Regulatory Instructions

connection policy and connection performance (see paragraph 15A.3 below).

15A.2 The condition also

(@) imposes a particular duty on the licensee with respect to the Electricity

(Connection Standards of Performance) Regulations 2010 (Sl 2010/1234)

(Atben€ction Redgul ati onso)

(b) [requires the licensee to establish and operate a Quotation Accuracy

Scheaneby reference to which the licensee may in certain circumstances

be required to pay compensation to customers under the Connection
Regulations.]

Meaning of certain terms

15A.3 In this condition

@ references t o 0 ceterenmesctdthi eo nA uptpblioyrciytoy dasr e

of promoting competitive connectiortavity, as reflected in the
provisions of Charge Restriction ConditioB 1 ( L i cGomnscéoa 0 s
Activities: Margins andhe development of competitiorgnd

(b) references to fieonraferantestothe per f or manc

| i c e perfermahce under or in relation to the provisions of

(i) standard condition 15 of this licencgt@ndards for the provisiaf
Non-Contestable Connection Serviceshd

(i) the Connectioiregulations.

Contents of the Connection RIGs

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

@ the nature and formulation of t
facilitation of connecton policy will be assessdxy the Authority;

(b) details of the information to be collecteddarecorded by the licensee in
relation to the application and development of connection policy;
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(c) the form and manner in which, and the frequency witrclyhsuch
information is to be provided to the Authorityrespect of connection

policy;

(d) the meaning of particular words or expressi used, whether under this
licence or elsewhere, in relation to connection policy;

(e) details of the informatio to be collected and reconlby the licensee in
relation to connection performance;

() the form and manner in which, anetiiequency with which, such
information is to be provided to the Authorityrespect of connection
performance

(g) the meaing of particular words or expressions used, whether under thi
licence or elsewhere, in relation to connection performance;

(h) the scope and conduct of any audit requinedhe Authority in relatiorio
any of the requirements or purpose®ither orboth of connectiompolicy
and connection 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 connectigerformance.

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 Autitygrby Notice given to all Electricity
Distributors, must

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

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

(c) specify the time (which must not be less thgeaod 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 represantat or objections tit are duly made
and not withdrawn.

15A.8 The requirements of paragraphs 15A.6 and 15A.7 may be satisfied by action
taken before, as well as by action taken after, the commenceftharg
condition.
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Compliance with and modification of the Connection RIGs

15A9 In fulfilling its obligations under or in relation to matters of connection policy
and connectiongrformance, the licensee must at all times act in accordance
with any relevant provisions of the Connection RIGs.

15A.10 The Connection 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 liceand)
subject also to the requirements of Part J of CRC 13

Connection Regul at utgns: |l icenseebs d
[15A.111't i s the |licenseebs duty wunder this con

(@) to take all reasonable stepsathievethe 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 achievethose
standards of performancealculated on a quarterly badisat least 90 per
centon average of all of the cases falling within any group of standards
specified for the purposes of this paragrhglthe Connection RIGE.

Quotation Accuracy Scheme

[15A.12 The licensee must from time to time submit to the Authority for its approval
a Quotation Accuracy Scheme that

(&) enables &ustomer to require the licensee to reviewabeuracy oh
guotationprovided h respect otheterms for making@ newconnection
or modifying an existingconnectiortotheli censeeds Di stri buti
Systen; and

(b) inthe event that the licensee provides an inatewyaotation, requires
the licensee to adjust any charge made to the Customer to the amount
properly due under an accurate quotation.]

Derogations

15A.13 The Authority may, after consulting with the licensee, give a direction
(Aha derogationo) to the |icensee that re
condition to such extent, for such period of time, and subject to such
conditions as may be specified in the dii@t.
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action
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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 with the licensee that
relate to the connection of Distribut
Distribution System (ADG connectionso
process for doing so; and

(b) implements a DG Infanation 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 are also subject 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 direction for the 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 mattrs may (without limitation) include

(@) details of 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 Distributors in 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)  engineeringand other technical matters relevant to the commissioning,
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 issitbe 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 Authorityodsregsensent,
the Guide in each following Regulatory &feto ensure that, so far as is
reasonably practicable, the 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 directmdo so, the licensee must
prepareor the approval of the Authority, andthen t h t he Aut hor i ty?®o:
implementa DG Information Strategwhich sets oubhow the licensee intends
to ensure that all existing and potential usdrnss Distribution System are able to
receive an adequatevel of information anca satisfactory 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 Infoondtrategy must cover
how the licensee will provide information to all such users in a form and manner
tailored to their particular needs and designed to help them to

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

(b)  form an indicative view, by reference to the likely costs and timescales
involved, of the most (and the least) advantageous locations within the
|l i censeebds Di st r i bchtobobtamsuSheconmectiors;s Ar e a

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

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

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

25A.7 The licensee must implement its DG Informatidratgy, as approved by the
Authority, with effect from such date as maydpecifiedby theAuthority when
it approves the sttagy.

Office of Gas and Electricity Markets 10



Appendices

Review and revision of the DG Information Strategy

25A.8 The licensee must review its DG Information Stratedgadt once a year with a
view to ensuring that it remains fit for the 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 ¢tlatee ahose
purposes.

Procedure for directions under this condition

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 ina Notice that

(@) states the date on which it is proposed that the direction 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 Informatitrategy (as
the case may be) is to be prepared and maintained for 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 representatisith respect to the
proposed direction may be made.

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 25A5, may be given at any time in a Regulatory Year.

Availability of the 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 eitbeuthent.

25A.13 The licensee must also

(@) give or send a copy of either document to any person who requests one
and who makes such payment to the licensee as it may require (which
must not exceed such amount as the Authority may from time to time
approvefor that purpose in respect of the document in question); and

(b) publish the DG Connections Guide in such manner as the licensee
believes will ensure adequate publicity for it (including by making it
readily accessible from the | icenseeb
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Interpretation

25A.14 The requirements of paragraphs 25A.9 and 25A.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 Giga
Restriction Condition 2 (Definitions for the Charge Restriction Conditions)
andDG is to be read as a reference to that term.

Office of Gas and Electricity Markets 12
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Condition 44A. Network Outputs Reporting Regime

Introduction

44A.1 This condition applies on and aftl April 2010 and requires the licensee to collect
and provide the Authority 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 Networ RepOtingput s (
Regi meo) that wil!/ enabl e the Autho
in relation to those outputs; and

it
roi

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

44A.2 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)tha f or m t he baseline against which
will be assessed in accordance with the Regulatory Instructions and Guidance
i ssued by the Authority for the purposes

Rl Gso) .

44A.3 Those outputswee speci fied for the |licensee in
publishedn December 2008nderdocumenteference 157/08nd are deemed to
have been accepted by the | icensee by vi
withthelienseeds consent, of the Charge Rest:H

effective from 1 April 2010.

Licenseeds obligations

44A.4 Unless and so far as the Authority otherwise consents, the licensee must have
and maintain appropriate systems, processasprocedures to enable it

(@) to estimate, 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 irspect of such periods
and within such timeframessmay be specified in or determined under
that Schedule.

44A.5 In fulfilling its obligations under paragraph 44A.4, the licensee must at all times
act in accordance witthe Network Outputs RIGs.

44A.6 The Network Outputs RIGs may include, or make provision for, any of the
matters specified at paragraph 44A.7.
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Contents of the Network Outputs RIGs

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

(@) a statement of the objectives of the Network OutReégortingRegime, and
adescription of how its requirements contribute to the achievement of those
objectves;

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

(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 Secified Information;

(e) 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 recorded; and

) requirements for the recording of informatios@sated with Specified
Information that is reasonably necessary to enable an Examiner
nominated by the Authority under paragraph 44A.12 to determine the
accuracy and reliability of Specified Information.

44A.8 The provisions of the Network Outputs RIGsshnot exceed what is reasonably
required to achieve the purposes of this condition.

Procedure for issuing Network  Output s RIGs

44A.9 Before issuing any Networ®utpus 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) set out the text of the RIGs and the
issue them; and

(c) specify he 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 objectiaat are duly made
and not withdrawn.
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Modification of Network  Output s RIGs

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

Nomination of an Examiner

44A.12 The licensee must permit a person or persons nominated by the Authority (in
ether case, an fAExaminero) to examine

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

(b)  the Specified Information collected by the licensee; and

(c) the extent to which each of the matters mentioned irpstdgraphs (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 licensee musipeate fully with an Examiner
S0 as to enable him to carry out, complete, apdrtd¢o the Authority on any
examination carried out in accordance with paragraph 44A.12.

44A.14 The | i c e ns e e éaoperabelullyiwgheah Exanmnerturnder pavagraph
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 performance of the
obligations imposed at paragraph 44A.4; and

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

Provision of access to people and premises

44A.15 The | i censeeds obligation un-dperategoar agr ap
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 access to management, employees, agents, or independent
contractors of the licensee sgfént 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 hours

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

(i) to carry out inspections, measurements, and tests on or in relation
to any systems maintained and operated fan celation 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 persons and such equipment as
may be necessary or expedient for the purpose of carryirtgeut
examination.

44A.16 The licensee is not required to perform its obligations in relation to an Examiner
and his functions unless the Examiner has entered into an agreement with the
licensee to maintain confidentiality o@asonable terms.

Interpretation

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

44A.18 For the purposesf 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.
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Appendices

Appendix 1. Schedule of Specified Information

As provided for at paragraph 44A.4, this Schedule details the Specified Information
that the licensee must estimate, measure, and record under this condition, the
periods in respect of which the licensee must calieahd the timeframes within

which the licensee must give it to the Authority.

The Specified Information detailed below includes information in respect of one
primary and one secondary Agreed NetwOtkpus measure relating tive condition
of Distribution Assets, and one primary Agreed Netw@tkpus measure relating to
the utilisation of Distribution Assets.

Specified Information Category 1

A3.

A4,

A5.

AG.

AT.

This information comprises théealth Index, which is the primary Agreed Wetk
Outpus measure relating to the condition of Distribution Assets within each Health
Index Asset Category.

Under the Health Index framework, the licensee will, by 1 April 2010, have given
each Distribution Asset within each Health Index Asset@atea rankingin the

range ofl to 5 in accordance with the common definitions contained in the Network
Outputs RIGs and by reference to each of the following dates

(a) asattheecurrentdate{initiadhsat 1 April201) based on the 1ice

assesment of the condition of the relevant Distribution Asset;

(b) as at 31 March 2015, based on the |icer
impact of any network investment) of the future condition of the relevant
Distribution Asset; and

(c) asat31March205, based on the |licenseebs for.
network investment on the condition of the relevant Distribution Asset.

The Agreed NetworlOutpus under the Health Index framewaotkrrespondo
the information provided under paragraph A4(c).

The licenseenustannually review and, where appropriate, revise the information
previously providd to the Authorityunder paragraph A4(a) in accordance with
such requirements in respect of scope as are set out in the Network Outputs RIGs.

The licengemust review and, where appropriate, revise the information previously
provided to the Authorityunder paragraphs A4(b) and A4(c) by no later than 30
September 2012 and in accordance with such requirements in respect of scope as
are set at in the Network Outputs RIGs.
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Specified Information Category 2

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

A9. The licensee will, by 1 Ajr2010, have provided forecast Fault Rates for each of
the next five Regulatory Years for each Fault Rate Asset Category.

A10. Each such forecast constitutes greed Network Outpstfor the relevant
Fault Rate Asset Category.

All. The licensee must pvale Fault Rate information to the Authority on an annual
basis, based on the |licenseebds actual obs
respect of each Fault Rate Asset Category for the preceding Regulatory Year.

Al2. The | i censeeds tpinfomatioa uindenparadgraptFAdlinhust R a
comply with such requirements in respect of scope and timing as are set out in
the Network Outputs RIGs.

Specified Information Category 3

Al13. This information comprises thavad Index, which is thprimary Agreed Network
Outpus measure relating to the utilisation of Distribution Assets.

Al4. Under the Load Index framework, the licensee will, by 1 April 2010, have given
each Demand Grougprankingin the range of 1 to B accordance with the
commondefinitions contained in the Network Outputs RIGs and by reference to
each of the following dates

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

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

(c) asat31 March 2015, basedontthe censeeds forecast of ¢t
network investment on the loading of the Distribution Assets supplying
that Demand Group.

Al15. The Agreed Network Output under the Load Index framework corresponds to
the information provided under paragraph A14(c).

Al16. The licenseenust annually review and, where appropriate, revise the
information previously providito the Authorityunder paragraph Al4(a) in
accordance with such requirements in respect of scope as are set out in the
Network Outputs RIGs.
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Al7. The licenseanust review and, where appropriate, revise the information previously
provided to the Authorityunder 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 RIGs.

Specified Information Category 4

A18. This information comprises such commentary and analysis as the Network
Outputs RIGs may require the license@toduceto accompany the Specified
Information provided to the Authity under Categories 1 to 3 above.

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 Distbution 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 licence) to modify the Network Outputs RIGs.

Collection periods and reporting timeframes
A20. All of the Specified Information 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 Yearthe Authority

(i) inthe case 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 nysby Notice specify).

Definitions

A21. For the purposes of this condition

Agreed is to be interpreted in accordance with paragraphs 44A..
Network and 44A.3 of this condition.

Outputs

Demand means an individual substation or group of intercomukct
Group substations, as specified in or determined pursuant to tF

NetworkOutpus RIGs, in respect of which the licensee it
required to provide Load Index information.
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Distribution means any of the electric lines and electrical plant incluc
Asset withinthe | i censeeds Distribut
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 thetians of an
Examiner under this 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 deternined pursuant to the Netwo@utpus RIGs, in
respect of which the licensee is required to provide Faul
Rate information.

Fault Rate means the record maintained by the licensee, in a form

Record out in or determined pursuant to the NetwOitpus RIGs,
that tracks actual observed 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:
Outputs RIGs, for collating information on the condition ¢
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 Netk®@utpus RIGs, in
respect of which the licensee is required to provide Heal
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 informiatn on the utilisation of
the Distribution Assetsomprisingeach Demand Group ar
for tracking changes in their utilisation over time.
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Condition 44B. Distribution Losses Reporting Regime
Introduction

44B.1 This condition applies on and after 1 A010 and requires the licensee to
collect and 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 ogera of a Distribution Losses
ReportingRe gi me t hat will enable the Autho
performance in relation to the Distribution Losses Incentive Scheme
established under CRC 8 (Adjustment o
distribution bsses performance); and

(b) identify any unintended 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 creske must have
and maintain appropriate systems, processes, and procedures to enable it

(@) to measurgand 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 may be specified in or determined under
that Schedule.

44B.3 In fulfilling its obligations under paragraph 42Bthe licensee must at &lhes
act in accordace with anyRegulatory Instructions and Guidance issued 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 spéied at paragraph 44B.5.

Contents of the Distribution 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 ahe 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 repting 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 providedhe Authority;

(e) requirements in respect of any commentary 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 Infioation must be
estimated, measured, and recorded; and

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

44B.6 The provisions bthe Distribution Losses Reporting RIGs must not exceed 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 a&iith 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 pRRpdGGiegtmand t he
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.

44B.8 The Authority must consider any repestations or objections that are duly
made and not withdrawn.

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 dubjére other
provisions specified in standard condition 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 tla@ctober2010to submit to the
Authority, and maintain, a Statemteof 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, awell as by action taken after, the commencement of this
condition.

44B.12 For the purposes of this cotidn (including, in particular, Appendix 1any
words and expressions appegrin it that are defined, explained, or further
elaborated under any prigion 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 beloend-inecludes-definitionsrelating-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 Schedule details the Specified
Information that the licensee must measure, record and report under this
condition, the periods in respect of which the licensee must collecidithe
timeframes within which the licensee must give it to the Authority.

Specified Information Category 1

A2. This information comprises the System Entry Volumes and Units Distributed,
which are the primary inputs into the calculation of Adjustestribiution 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) Balancing Mechanism Unit Connection Points,
(d)  Half-hourly Connection Points,

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

M InsetDNO Connection Points.

A4, Units Distrituted are Volumes of Energy leavingh e | i censeeds Distr
Systemthroughthe following Exit Points:

(@) 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

() InsetDNO Connection Points.

A5. The methodology for measuring the Volumes of Energy entering and exiting the
licenseeds Di st r i bthdaBEnto RPoingyard Ext Roints isised autg h
in the Distributon Losses Reporting RIGs.
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A6. The licensee must provide an annual update to the Authority of the information
provided under paragraph A2 in accordance with such rules and requirements as
are set out in the Distribution Losses Reporting RIGs.

Specified Inf ormation Category 2

A7. This information comprises such commentary and analysis as the Distribution
Losses Reporting RIGs may require the licensgedduceto accompany the
Specified Information provided to the Authority under Category 1 above.

Specifi ed Information Category 3

A8. 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 as if it weredaidire
issued under and subject to the provisions of standard condition 49
(Modification of RIGs in force under this licemcto modify the Distribution
Losses ReportinRIGs.

Collection periods and reporting timeframes
A9. All of the Specified Informationletailed 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 to the Authority on or before 31 July in theoed
Regulatory Year following the Regulatory Year to which the
information relates.
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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 provide annual reports to the Authority about its Business Carbon
Footprint (segaragraph 46A.11 below).

Licensee & obligation

46A.2 Where the Authority gives the licensee a direction to do so, the licenseatinest
same timen eachRegulatory Year prepasnd submit to the Authority a report,
to be known athe Business Carbon Footprint (BCF) Report, on the total
Greenhouse Gas (GH@hnissions arising directly or indirectly from the operations
and activities of the | icendweleds Distribu
months

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 purpose®onFodtprint hi s condi t
Rl Gs o) .

Contents of the Business Carbon Footprint RIGs

46A.4 Any Business Carbon Footprint RIGs issued under this condition may, in particular,
include provision 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 the report of a standard template for the presentation of
information in a common format that will enable the Authoritgéonpare
the GHG emissions performance of all licensees subject to a direction
underthis condition;

(d) the quantification (including 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 | i cpenfaneed 6s Di st
directly by the licensee itself, and those that are performed on behalf of
the licensee by a different legal entity; and
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) the matters that are to be explained by the licensee in a commentary to
accompany the report, including, iaricular.

0] 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 the purposes of converting
GHG emissions into carbon dioxide ecalent emissions.

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

Procedure for issuing Business Carbon Footprint RIGs

46A.6 Before issuing any Business Gan 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 should take effect;

(b)) set out the text of easbhnsforPiogdasngeoond t he
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
respect to the proposal may be made.

46A.7 The Authority must consideng 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 taken after, 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 subject to the other
provisions specified in staadd condition 49 (Mdification of RIGs in force
under this licence)

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 licensee must atso

(@) publish that report in such manner as the licebsdieves will ensure
adequate publicity for it (including by making it readily accessible from
the |icenseebds Website); and
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(b)  give or send a copy of that report to any person who requests one and
makes such payment to the licenasat 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 (andGHG is to be read as a reference to that term).

Business Carbon Footprint(including when shortened BCF) refers to the
measurement framework established unvdeat is commonly known as

the GHG Protocol, but subject to any particular variations or requirements
specified by the Authority in the Business Carbon Footprint RIGs.
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Appendix 8 i Proposed special licence conditions / charge
restriction conditions to implement key DPCR5 policy issues

This appendix contains our current drafting in relation to proposed special licence
conditions / new charge restriction conditions (CRCs) to implement 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 changes to the other CRCs
will be contained in the second licence drafting consultation which we intend to
undertake later this year following publication of our Final Proposals.

The CRCs included in this appendix are as follows:

A CRC8i Adjustment of | icensee odsstribtiorelossess t o refl ect
performance,

A CRC9i Adjustment of | icenseeogualityolservicces to refl ect
performance,

A CRC10i Adjustment of |icenseeds revenues to reflect p

Transmission Connection Point Charges,

A CRC117V Adjustment of | icenseebds revemdilgs to refl ect i
performance,
A CRC12i Adjustment of | i ce n sefectdperforneanae inurelatiort to

Distributed Generation,

A CRC13i Licenseeds Connecti on A ctheidevelbpnest:of mar gi ns and
competition,

A CRC 141 Low Carbon Networks Fund, and

A CRC 161 Services treated as Excluded Services.
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CRC 8. Adjustmentofthel i censeebds revenues to r
distribution losses performance

Introduction

8.1 The purpose of this condition is to establishrtfezhanism for calculating the
amount of the term IL (the distribution losses incentive term) that applies in
CRCS5 (Restriction of Distribution Chargegotal incentive revenue adjustment).

8.2  The effect of the application of the distribution losses incentive term in CRC 5 is
to adjust the calculation of the |l icensee
(whetheruwar ds or downwards) in order to refl
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 adjusts#ualation 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 PrincipaFormula)

IL; = LR x PIALi2 X ACi2
8.4  For the purposes oféhPrincipal Formula

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

ACt 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 flodértherefore the mechanism is still under
development. However it will referencé, lUDt and ALt as defined
below]

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

UDt is the Units Distributed in Regulatory Year t as defined in Part B below.

Office of Gas and Electricity Markets 33



Appendices

ALt means an amount representing the benchmark level of distribution losses
in theRegulatory Year t calculated, subject to the provisions of Part C
below, in accordance with the following formula (see also paragraph 8.5
belowy)

iT
a'.lJ_a.D

UD,

AL, = 100 »

PIALt is the price index adjustment, which, in the Regulatory Year beginning
on 1 April 2009, has the g 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 Authorityiteased
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 calculate targets
based on five years of final settlement data. This means thatstavj

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

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

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 developedkt out in Part A above) are deemed to be the difference
between Sysim Entry Volumes and Units Distributesk reported under the
Distribution Losses Reporting RIGs and adjustefblnyamount (in Units)
representing the excess adverse effect on losses{@GBnits entering the
system at Entry Points (other than Entojr®s 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 formula (see also
paragraph & below) [please note that in DPCRS5 Initial Pogals this element
was removed, however we are now minded to retain it]
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DG4, =3 (LAF;, —0.997)x DGV
8.8 In the formula for the DGA term above

DGVIt is the total number of units, in respect of Regulatory ear t,
entering thd i c e n stebatidrsSystem atEntry Point 1, and

LAF, =min(LAG, 0997)
where

LAGIt is the value, in thRegulatory Yeat, of the loss adjustment factor
applicable tcEntry Point I.

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

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

8.9  Subject tahe provisions of this Part (he value of ALPset agai nst the | i
name inthe table shown appendix 1 appliefor aslong as this condition
continues in force.

8.10 The Authoritymay, withthd i c ens e e 6 s nwst nos be onreaspnalilyi ¢ h
withheld),direct the licensee to change the value of ALP, to which paragt8ph
refers, to a different value specified by the Authogitygvided that the following
conditions have been met.

8.11 The caditions referred to iparagraph 8Qare that the Authority must
(@ have hadlue regard to the purpose of this conditiamd

(b)  besatisfied, following consultation with the licensee, that therédbban
a material change (whethar amprovement or a deterioration) in
the quality of the information used to derive tBgstemEntry Volumes or
Units Distributed

8.12 A change to the value of ALP in accordance with parag8apbmay be directed
by the Authoriy at any time during the year bmiaynot 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 othernaggeed by the Authority, calculate
distribution losses in accordance with the statement submitted and approved by

the Authority under standard condition 44B (Distribution Losses Reporting
Regime).

8.14 Appendix 1 follows immediately below.

. 3 emoved,
jed-fo ing-D once final
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service performance

Introduction

censeeos

Appendices

revenues

9.1 The purpose of this condition is to establish mechanisms for calculating the amount

of the term 1Q (the total quality oksvice 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 service incentive term in CRC 5 is
to adjust the calculation of the liceng 6 s

Al

owed

the licensee on the relevant quality of service issues.

Structure of this condition

9.3  This condition is organised as follows.

Demand
(whether upwards or downwards) in order to reflect, in the round, the performance of

Revenu

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 period of time in respect of which the term is to be applied for the
purpase of adjusting Allowed Demand Revenue under CRC 3.

9.5 The next seven parts provide for the calculation of the particular contributions made
t he

to the

Part A cal

cul

relevant quality of serveeissues, as follows

ati

ons by

|l i cen

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

perfor mance

n

rel at

(b)  Part C provides for the cal@ilon of the particular contribution arising from
the |icenseeds
duration of Customer interruptions;

(c) Part D provides for the calculation of the particular contribution arfsorg
performance in rel

thelicenseeds
satisfaction;

perfor mance

n

rel at

ation

(d)  Part E provides for the calculation of the particular contribution arising from
the |l icenseeos

response,

perfor mance

n

rel at

(e) Part F provides for the input of the particular contribution that would arise

from any deci
Service Reward Scheme;

S i

on

n

favour

of
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) Part G provides for the calculation of the particular contribution arfsomy
the |licenseebs performance in relation
weather conditions; and

(g) Part H provides for the calculation of the particular contribution arising
from the | icenseeds pe torationmmadarce i n r el
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 Specified Information supplied by the licensee for
use in any of the formulas t@ined 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 relation to targets for quality

of supply.
9.8 Part K deals with prmedural 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 weather events and other events, and criteria
for preventative and mitigatg 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 total quality 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 ofténe 1Qt
for each of the Regulatory Years beginning on 1 April 2010 and 1 April 2011.

9.12 Principal Formula 1 is this

=[Q-Js %H—(;OO %+1t0t)°g+qft+qgt

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

9.14 Principal Formula 2 is this

O
[qa( 2 +ab., +ad,, +ge. 2] % 10tO %"’ 1tolqu+qf +49,

9.15 Principal Formula 3applies for the purpose of deriving the amount of the term
IQt for the Regulatory Year beginning on 1 April 2014.
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9.16 Prindpal Formula 3 is this

=[ga., +db., +qc, , +de,,)° %+—‘° %+ ‘1ffl+qf +qg,
100~

9.17 For the purposes of Principal Formula 1 only

QT-2 i s the adjustment to All owed Demand Re
performance in each of the Regulatory Ydaginning on 1 April 208
and 1 April 2@9, 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 force at 31 March 2010.

9.18 For the purposes of Principal Formula 2 only

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

9.19 For the purposes of Principal Formula 3 only

QCt has the meaning given to that term in Part D below and is derived in
accordance withhie provisions of that part.

9.20 For the purposes of each of Principal Formulas 2 and 3

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

QBt has the meaning given to that term in Rakielow and is derived in
accordance with the provisions of that part.

QEt  has the meaning given to that term in Part F below and is determined by
virtue of the provisions of that part.

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

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

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

It means the Asrage 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 unde

(@) 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 t€)Bt.
9.23 For the purposes of those formulas

QAt  means the adjustment to Allowed Demand Revenue in respect of the
|l icenseebs performance in Regulatory
number of Customers interrupted per 100 Customers in that year and is
derived from the following formula

& & RLA o RLA 2
ga, =ma>i@n|naéTAt - ClIS))3 PIA; 3 IRAI,E3 BR, 08- 1003 BRu
& ¢ — a

9.24 In the formula for th&A 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 térmeans the performance in
respect of the number of Customers interrupted in the Regulatory Year t and
is derived from the formula

ClIS, =CIA, +(a3 CIB, )+ (b3 CIC, )+CID, +(c3 CIE, )
where
A has the value of 0.5, aislandC are zero.

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

CIBt (the prearranged interruptions terins the number of Customers
interrupted per year arising from paeranged incidents on the
|l i censeeds Distribution System in
derived from the relevant formula 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 is derived from
the relevant formula in Appendix 2 of the Quality of Service RIGs
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CIDt (the DG interruptions terijns the number of Customers interrupted
per year arising from incidents on the systems of Distributed
Generators in Regulatory Year t and is derived from the relevant
formula in Appendix 2 of the Quajitof Service RIGs.

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

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

RPI, &
PIA
100@3 t*

PIA, =@+
¢
where

PIAt has the value of 1 for the Regulatory Year beginom@ April
2007, and in each subsequeRegulatory 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) and is determined
in accordance with the formula set out there

IRAt  (the incentive rate for interruptions tejrmeans the incentive rate for the
number of Customers interrupted as specified for Regulatory Year t in the
table in Appendix 1, expressed in £ million in 2@& prices.

RLA  (the revenue exposure toéntuptions termh means the maximum percentage
of Base Demand Revenue exposed to the number of Customers interrupted
and has thgalue 0f0.8.

BRt (the base revenue teyrmeans Base Demand Revenue in the Regulatory
Year t and igletermined 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 Reveraresing 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 PartC applies for the purposes of the calculations established under Part A above
in respect of each of Principal Formulas 2 and 3.
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9.27 For the purposes of those formulas

QBt means the adjustment to Allowed Demand Revenue in respect of the
licenseeds performance in Regul atory Year
duration of Customer interruptions in that year and is derived from
the following formula

8 .4 RLB g0 RLB 2
b, = 4 TB, - CMLIS,)? PIA, ® IRB,,——3 BR, 08- 3 BR,
qo, ma%mngé t )® PIA “ 700 tgg 100 tH
provided that
(qat +qbt +Qc +th +SWEt)2 '-2'(:\))'0_3 BRt

and, where that is not the ca@Btis to be determined by the
following formula

TRL
100

db, =- —=3 BR, - (da, +qc, +qd, +SWE,)

(and, br the purposes of this provig@At, QCt, andQDt, insofar as

they feature in the Principal Formula for the velet Regulatory Year,
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 Yeas tspecified in the
table in Appendix 1.

CMLISt  (the minutes lost actual performance tgnmreanghe performance in
respect of the duration of Customer interruptions in Regulatory Year t
and is derived from the formula

CMLIS, =CMLA, +(d3 CMLB, )+(e® CMLC, )+CMLD, +(f 3 CMLE, )
where

D has the value of 0.5, akdandF each have the value of 0.10.

CMLAt (the unplanned minutes lost térim the duration of interruptions
from unplanned incidents on the
in the Regulatory Year t and is derived from the formula in
Appendix 2 of the Quality of Service RIGs.
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CMLBt (the prearranged minutes lost tejs the duration of interruptions
from prearrangedincient s on the | icenseeds
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 duation of interruptions
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 DG minutes lost tepns 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 ofService RIGs.

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 Qualiy of Service RIGs.

IRBt (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 imMppendix1, expressed in £ million in 20008 prices.

PIAt (the price index adjustgrs defined and determined as set out in Part B
above.
TRL (the revenue exposure to quality penalties Jenmeans the maximum

percentage of Base Demand Revenue that is expogeshalties under
the relevant elements of IQt for the Regulatory Year t and hasthe
of [4].

RLB (the revenue exposure to minutes lost J@maans the maximum percentage
of Base Demand Revenue tlimexposed to the duration of Customer
interruptions and has thalue of2.2

BRt (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).

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

9.29 Adjustments to Allowed Demand Revenue arising froenapplication of this Part C
are subiject 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

9.31

9.32

This Part D applie®r the purposes of the calculations established under

€) Part A alove in respect of Principal Formula 3; andSEE ATTACHMENT 1
(b)  Part C above in respect of the formula for the term qbt.
For the purposes of those formulas

QCt means the adjustment to Allowed Demand Revenue in respect ofehe ice e 6 s
performance on the broad measure of community satisfaction incentive in the
Regul atory Year t (where Acommunityo
including but not limited to Customers, who have a legitimate interest in the
| i cens e e dandisgeavedrom therfalgwing formula

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

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

CSt (the satisfaction scoren) is the score associated with 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 engagenmestore termis the score associated with the
stakeholder engagement measure in Regulatorytfear

Part E: Performance in relation to telephony response

9.33

9.34

9.35

This Part E appliefor the purposes of the calculations established under
(@) Part A abwe in respect of Principal Formula 2; and
(b)  Part C above in respect of the formula for the t€xat.

For the purposes of those formulas

QDt means the adjustment to Allowed Demand Revenue in respect of the
| i censeeds opeafamaade in Regulatovy & gaet th relation to
the targets for the speed and quality of telephone response in that year.

In calculating the value @Dt under this Part E (see paragraph 9.37), the term
RTS refers to the revised telephony score, including a weighting on unsuccessful
calls, and is derived from the following formula

RTS =[(APTR)3 (1- (UNCR? 0.75))
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In the formula for the RTS term above

APTRt (the telephony performance térma 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 compay carrying out that survey, as notified by the
Authority to the licensee.

UNCRH (the unsuccessful calls teyms the actual unsuccesspurbportion of calls
(within a range of values from 0 to i) Regulatory Year t, as defined in
the Quality of Sevice RIGs.

In Regulatory Year t, if RTSt greater than or equal to 4@Dt is the amount
derived from the following formula

qd, =0.0003 BR,

In Regulatory Year t, IRTStis greater than or equal to 3.9 and less thanQDA4,
has the vale of zero.

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

e RLD %)

d =maxRTS - 3.9)3 IRC,,-———3 BR, ~

qd, 8( §-39 “" 100 D
In the formulas for th€D term above

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

22RLD, oo

IRC, = t
100

where

RLD (the revenue exposure to telephony penalties)tereans the
maximum pecentage of Base Demand Revenue exposed to
penalties under the incentives 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 fadanset out at
Part C of CRC 3 (Restriction of Distribution Charges
Demand Use of System Charges).
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Part F: Performance in relation to best practice award scheme

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

9.40 For the purposes of those formulas

QEt  means such positive adjustment (if any) to Allowed Demand Revenue for
the Regulatory Year t as may be determined by the Atyharrespect
of its Customer Service Reward 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 ThisPart G appliefor the purposes of the calculations established under Part A
above in respect of each of Principal Formulas 1, 2, and 3.

9.42 For the purposes of those formulas

QR  means the adjustment to Allowed Derdd®evenue in respect of the
standard of performance for supply restoration under severe weather
conditions imposed on the licensee under Regulation 6 and is the
amount derived from the following formula

RLE, gp 8

: s2 (%]
of , = min[(SWPM, - S\NF>Dt),o]+mau;@v\/PDt 00" BR:80

9.43 In the formula for th€Fterm above

SWPDt (the alkin total severe weather payments tgisrthe 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
entittedtochi m for the | icenseeb6s failure t
performance 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 thahe licensee has made formally to Customers in the
Regulatory 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 weather
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 intocaount.

RLE (the severe weather revenue exposure)temgans 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 exposure temeanstheillc enseeds t ot al
exposure to the severe weather arrangenmeegulatory Year t
and is derived from the following formula

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

Part H: Performance on normal weather supply restoration

9.44 This part H applies for thgurposes 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

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

g, =min[(NCPM, - NCPQ),0|
9.46 In the formula for th&€Gterm above

NCPDt (the alkin total normal weather payments tgris the total amount ahe
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 |Iicenseebs failure to meet t
restoraibn imposed on the licensee under Regulation 5.

NCPMt (the total normal weather payments tg¢isthe 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 perform@meipply restoration
imposed on the licensee under Regulation 5, 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 wieethe report of an Examiner nominated by the Authority
under 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 cadition 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 circumstancess@as to mitigate any
distortion arising from that 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 affected by a severe 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 verified impact 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 hasdceawithin 14 days
of the end of the relevant year (whichever is the earlier);

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

(c) the Authority

() is satisfied that the 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 everts: This 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 affected by an event that does not
meet the rievant exceptionality requirement set out in Appendix 2, but does meet
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 purpses of calculating CIlISt or CMLISt (or both), all or part of the impact of the
eventthatis in excess of the relevant threshold in successive-thoe¢h period$rom
the start of the event until its effect has ceased is to be excludeth&aatevant
year 6s performance of the |icensee, provi

(@) 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 (whichever is the 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 providedch 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 treehisee has met the criteria for
preventative and mitigating 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 license, must

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

(c) specify the period (not being less than 14 days from the date of the notice)
within which the licensee may make representations ortaijsc

9.54 The Authority must consider any representations 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 modifAppendix 2 of the Quality of Service RIGs (which sets out
further details of formulas relating to quality of service issues for the purposes of
the |licenseebs reporting obligations to t
purposs of paragraph 8(a) of that condition which is other than a Price Control
Review Date unless all Distribution Services Providers have agreed that date.

9.56 In this condition
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(@) any reference to a numbered Regulation is a reference to the Regulation
bearing that number in the Electricity (Standards of Performance)
Regulations 2010;

(b)) where the terms Amaxo and Aminodo are us
given amounts X and YiYisihagative (aodX, Y) 0 me a
ot her wi se means) 0Y)me armyis MBgaiebx X X, Y
(and otherwise 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 thience (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 Ri&sre 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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Central Networks West plc - XXX
Cenpablesmopes Eocl o o —
Western-Power Bistribution(Seuth-West) plc | —— XXX
Western-Power Bistribution(Seuth-Wales) plc | —— XXX
EDF Energy-Networks{(LPN)-plc XXX
EDF Energy Networks (SPN) plc - XXX
ELEEaogp e blowesle LERRL 20 —
=R Mepeasle —
Scottish Hydro Electric Power Distribution plc | XXX
Sautaorr-Elestrie PoworBistdautienple — 0t
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CRC11. Adjustment of | icenseeds revenue:
funding performance

Introduction

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

11.2 The effect of the application of the innovation funding incentive term in CRC 5
i's to adjust the calculation of the I|icen
(whether upwards or downwards)arder toreflect 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 ilsuted 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, thkeddjustnentfor 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

IFIEt means thé&ligible IFI Expenditure folRegulatoryYeart as reported in
the IFIAnnualReport for that yeafsee also Part B below).

CBRt meansCombinedDistribution Network Revenue irthe Regulatory
Year t as defined i@RC 2 Definitionsfor the Charge Restriction
Conditions).

PTRIt s the passhrough factorand has the value of 0.8

KIFIt is the IFI carryforward in relation to thé~1 Scheme as set out in the
IFI AnnualReport forRegulatory Year-i, and is calculated frothe
following formula SEE ATTACHMENT 2

(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._;):

Office of Gas and Electricity Markets 54



Appendices

Part B: Interpretation
11.5 For the purposes of this condition

Eligible IFI Expenditure means the 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 the licensee, 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 anyurther 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 Chstied Generation term) that
applies in CRC 6 (Restriction of Distribution Chargé&seneration 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 calculationofthe censeebds Al |l owed Net w
Revenue under that condition in order to

Distributed Generation Incentive Scheme set out below.

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

123 For the purposes of Part B of CRC 6, whi
Allowed Network Generation Revenue under that condition, the amount of the
IG adjustment in Regulatory Year t is derived from the followirrgida (in this
condition, the Principal Formula)

IG, =Gl, +GR +GQ+ GL, + IEDA;

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 Ratguy Year t, as derived
from thefollowing formula

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

PIAGt is the price index adjuster relating to DG, and is determined as set
out inPartG below.

GIR is the incentive rateof the DG Incentive Scheme, which has the
value of £1,000 per MW of Incentivised DG Capacity (see also
PartH below in respect of the application of this value).

GCt is the Total Incentivised DG Capacity that is directly or indirectly
connected to the | icenseeds Distribi
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 thepurposes of the Principal Formula
GPt means an amount representing the plassugh revenue in respect of
the connection of DG to the | icenseecé
Regulatory Year t, and is calculated in accordance with the following
formula:
e a o} o
D R 5 u
= 3 - e 3 =3 - at. U
j=max(yt P)é j é__ — 9 U
A (l+ r )P - e
é c : a
12.7 In the formula for the GP term above

[Jwill be defined in a formula in this part, rather than as it ctiyeppears above]

PIAGt s the price index adjuster relating to DG, and is determined as set out
in PartG bdow.

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.

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

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

GPj means the amount of Use of System Capex for DG that is subject to the
passthrough arrangement of this Incentive Scleamthe Regulatory
Year j, and is derived from the following formula

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

GPSj is the amount, expressed in pounds sterling, of Use of
System Capex for DG fdRegulatory Year j.

GTj is the amount of Capex that is excluded from this calculation to
reflect the transfer of Capex from the DG Incentive Scheme in
accordance witfPartl below.
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Part D: Calculation of the O and M cost adjustment (GO)
12.8 For thepurposes of the Principal Formula

GOt is the adjustment to Allowed Network Generation Revenue 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 3 gor® gg

12.9 In the formula for the GO term abave
PIAGt is the price index adjuster relating to DG, and is determined as set
out inPartG below.
GCt is as defined in Part B above.
GOR is the allowed operational and maintenance rate foredéhRnt
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
in respect of the DG thatasc onnect ed to the | icens
Distribution System prior to 31 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, laasthe valueshown
againstt he | i cenceeds name and Regul atc
out at Appendix 1 (which is part of this condition)

Part F: 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 Glt, GPt, 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 equivaléun va
(see paragraph2.12 for any Inset Electricity Distributor.

12.12  The equivalent value mentioned 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 oghor operated by the Inset Electricity Distributor
that are situatedwhint he | i censeeds Distribution Se
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Part G: Determination of the price index adjuster (PIAG)

12.13  For the purposes of the formulas set out in Parts B, C, and D aboatsand
PartJ below.

PIAGt Is the price index adjuster in Regulatory Year t, as derived from the
following formula

& RPlg
PIAG; = gl +—— L33 PIAG,.
Ge=d* o0’ PACHL

12.14 In the formula for the PIAG term abave

PIAGt has the value of 1 for the Regulat&fgar beginning od April
2005, and then in each subsequent Regulatory Year has the value
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 H: Duration of the value of the incentive rate (GIR)

12.15 For the purposes of this condition, the incentive r@éi®) for the DG Incentive
Scheme is to have the value set out against that term in Part B above for each
and every Regulatory Yeap to and including the Regulatory Year beginning
on 1 April 2029 so far as it is applied to Incentivised DG Capacity relevant to
the |licenseebs Distribution System durir
March 2015.

Part I: Criteria for the exclusion of certain Capex amounts (GTj)

12.16  For the purpose of determining the amount of the @&iinin Part 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 Usgystem Capex for DG
but in respect of which

€)) the Incentivised DG Capacity utilisinjdse assets has fallen because
the owner or operator of a Relevant DG, or any agent of such owner
or operator, has terminated its agreements for genétatof System
(or such parts of any other Use of System Agreements as may apply)
and connection to an Authorised pers
otherwise reduced the capacity required; and

(b) those assets have a value that has not been fully depcethiabugh
Generation Use of System Charges for 15 complete Regulatory Years
in accordance with the provisions of Part C.
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Part J: Calculation of incentive revenue for Registered Power Zones

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

RPZ = PIAG, * min(RPZM, giz3 gcz)
12.18 In the formud for the RPZ term above

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

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

Glz means the incremental incentive rate for connectiRglavant DG
within that area registered by the Authority as a Registered Power
Zone for the 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, cdaddo
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 K: Interpretation

12.19  For the purposes of this condition

Capex means costs that are directly incurred by the licens
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 power that could be generated (or
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 agreements and Use of Syst:
Agreements in force on 31 March of that
Regulatory Year in relation to the relevant pl
or apparatus; or
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(b) in any case of generation covered by the EN
Engineering Recommendation G83/1 (or an
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 drsiby)
which has a connection start date on or after 1 Apr
2010 and is eligible for Use of System Charges (if
any) in accordance witt
Charging Methodology in place on or after 1 April
2010.

RPZ DG Capacity means the sum ofi¢ 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 Registereaveo
Zone.

Total Capex for DG means the sum of all costs directly incurred by the
licensee in relation to the installation or reinforcem
of electric lines or electrical plant necessary for the
connection of Relevant DG or of any proposed or
expected Relvant DG for subsequent Regulatory
Years and, for the avoidance of doubt, includes
the increase 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 the Relevant DG for the

Capacity |l icenseebs Distributior
DG Capacity.

Use of System Capex meanghat amount of Total Capex f@G that is not

for DG remunerated through Connection Charges payable
the licensee.
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12.20  Expressions defined 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 DG 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 revenue streams can be recovered]

2010/11 [ é é 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 Distribution plc XX.X XXX
Western Power Distribution (South West) plg XX.X XX.X
Western Power Distribution (South Wales) p| XX.X XX.X
EDF Energy Network (LPN) plc XX.X XX.X
EDF Energy Networks (SPN) plc XXX XXX
EDF Energy Networks (EPN) plc XXX XXX
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 Powdistribution 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 thieensee (notwithstanding any other provision of
this licence) to charge a Margin on its Connection Activities in order to create the
circumstances in which competition and service will develop in Relevant Market
Segmats of the Local Connections Market.

13.3  The second purpose is to limit that Margin until the Authority is satisfied 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 developed; and

(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 Connection Activities in circumstances in which those
legal requirements have not been met.

Structure of this condition
13.6  This condition is organiseas 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 Cprovides for the Authority to define Tests against which

@ to assess the |Ilicenseebs compliance wi
the making of connections to its Distribution System; and

(b) to measure the development of competition and seimi Relevant
Market Segments of the Local Connections Market.

13.9 Parts D and E permit the licensee to notify the Authority if it believes the Tests
to be satisfied in its Distribution Services Area, and provide for the Authority to
determine whetlr those Tests are satisfied.
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13.10 Parts F to H make provision to allow, restrict, or prohibit the charging of a future
Margin by the licensee following the determination of the Authority.

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

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

13.13 Appendix 1 (which is part of this condition) specifies those segments 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 Thelicensee may not charge a Margin in a Connection Charge that relates to any
of its Connection Activities 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 accordance with the provisions of this condition.

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

13.16 The licensee may give the AuthorityRegulated Margin Notice when verified
systems and processes are in place within its Distribution Business for the purposes
of compliance with the Electricity (Connection Standards of Performance
Reaulations) 2010 (SI 2010/1234) and any Connection RIGs issued by the
Authority under standard condition 15A (Connection policy and connection
performance).

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

13.18 Where the licensee 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;

(b) it must do so in relation 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 Margin that must be charged is 4 per cent.
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Part C: Tests must comprise two categories of criteria

13.19 The Authority may, in accordance with this Part C, gpexiteria (see paragraph
13.22 below)gainst which to assess

@ the |Iicenseebs compliance with | egal r
of connections to its Distribution System; and

(b) the development of competition and servicenwiteach of the Relevant
Market Segments.

1320 Those criteria are collectively referred

13.21 The nature of the Tests must be set out and explained in the Connection RIGs
prepared and issued by the Authority following consultatiith 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 whichotassess whether

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

(b) there is established competition within, and the licensee is meeting
appropiate standards as to price and service in relation to its Connection
Activities in, theRelevant Market Segments (the Competition Test).

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

Part D: The Competition and Service Notice

13.24 At any time on or before 31 December 2013, the licensee may giveitherity
a Competition and Service Noti¢see paragraph 13.65 below)

13.25 A Competition and Serge 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 Segments.

1326 A Competition and Service Notileng must st
those Tests to be satisfied.

13.27 A Competition and Service 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 necéssaryso i n t he
establish that those Tests are satisfied.
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13.28 A reference in this condition to any category of the Tests being satisfied is a
reference to such of the criteria within that 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 Notice, each of 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, determine whether the Tests to which the
Notice relates are satisfied.

13.31 In determinng whether the Tests are satisfied, the Authority musbdiy svay
of a separate determination in respect of each Relevant Market S¢gmen
whichthe Competition and Service Notice relates.

13.32 Before making a determination, the Authority must consult péfsons 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 case may be

(&) the Authority determines that the Legal Requirements Test and the
Comypetition 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 Requirements Test has not been
satisfied.

13.34 Where a determination includes a finding that oneore of the categories of
theTests have not been satisfied, it must
conclusion.

13.35 Subject to paragraph 13.36the Authority has not, within four months of
receiving a Competition and Service Notice fromlibensee, 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 Market Segment
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13.36 Paragraph 3.35 does not apply if the Harity has begun a formal investigation
of the | icenseebs compliance with either
provisions of competition law relation to tle Relevant Market Segmeta
which the paragraph refers.

13.37 Where the Authority determes that one or both of the categories of the Tests is
not satisfied 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 argkrvice Notice relating to that Relevant
Market Segment.

Part F: Provisions where both the Legal Requirements Test and the
Competition Test are satisfied

13.38 The following provisions of this Part F apply where the Authority determines that

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

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

13.39 From the date of the determination

(@) the licensee will be entitled (but ndblaed) to charge an Unregulated
Margin in Connection Charges in relation to its Connection Activities in
theRelevant Market Segment; and

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

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

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

(b) specifies the extent (#€ny) 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 ev
possession, necessary to establish that the relevant Tesdisfied or to show
any extent to which they are not satisfied.

13.42 Where the Authority at any time determines 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 Mark&egmernt

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

13.44 From the date of that determination, the licensee may continue to charge the
Regulated Margin (but no more than that Margin) in its Conne&trarges in
relation to the Relevant Market Segment.

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

13.46 The Notice must be accompanied by the evidence [including, but not restricted to,
such evidence as may be dfied in the Connection RIGs], so far as it is in the
|l icenseeds possession, that i s necessary
satisfied.

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

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

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

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

13.49

13.50

13.51

13.52

13.53
13.54

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

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

Where the determination is made on or before 31 December 2013 etisekc
may continue to charge a Regulated Margin in its Connection Charges in
relation to itsConnection Activities in the Relevant Market Segment.

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 a direction 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 Activities 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 to its Connection Activities in the Relevant Market Segment only of
such an amount and in such cases as is specified in or detumither
the direction.

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

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

Part I. Scope and contents of the Clawback Direction

13.55

13.56

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

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

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

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

(b) was paid to and received by the licensee under that agreementation
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 bé¢ earliest date on which the Legal
RequirementJest ceased to be satisfieohd

(b) the [proportion] of each Margin which the Authority requires to be repaid
by the licensee may not be greater than any amount by which the Margin
charged by thedenseeexceededhe 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 which 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 aggregate amount 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 Margin became due to the licensee under a connection agreement
enterednto or varied during a period of time specified in a ClaakbDirection,
buthas not been paid to and received by the licensee at the date of the Direction,
thelicensee must waive its rights to recover that Margin.

Office of Gas and Electricity Markets 70



Appendices

Part J: Restriction on the power to modify the Connection RIGs

13.64 Where a proposed modifi¢gan of the Connection RIGs issued by the Authority
under standard condition 15A of this licence relates to any criteria which form
part of one or more categories of the Tasts Authority may not make that
modification except in accordance witke procedure under section 11A of the

Part K:
13.65

13.66

Act that would apply to the modification if it were in fact a modification of a
standard condition under this licence.

Interpretation

For the purposes of Part D of this condition, a Competiti@ghService Notice

may, at

t he

A u t heberto anysobset, dric@enbinagon of o n
subsets, of &elevant Market Segment that the licensee considers is capable of

beingmeaningfully specified for the purposes of the Notice.

For the purposs of this condition

Clawback Direction
Competition and

Service Notice

Competition Ted

Connection Activities

Excluded Market
Segment

Legal Requirements
Test

Local Connections
Market

is a direction given by the Authority in accordanci
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 all of such activities comprising o
associated with the provision, modification, or
retention of a connect
Distribution System as may, in accordance with tl
|l i censeebds Connecti on
undertaken by persons other than the 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 the market that exists for the procuremen
and provision of Connection Activities within the
|l i censeeds Distributio
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Margin

Regulated Margin

Relevant Market
Segment

Tests

Unregulated Margin
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whether in relation to a Regulated Margin or an
Unregulated Margin, means a monetary sum, for
part of a Connection 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.

is a Margin that

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

(b) is limited to the amourthat is specified in
that part.

means any of the Relevant Market Segments tha
described in Appendix 1.

has the meaning given in Part C of this condition.

is a Margin that

(&) becomes chargeabin relation to Connectior
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 ofttegpurmposes 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 conditid5A 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 Markedre each of the following ten segments, defined by
referenced the nature and volume of the Connection Activities and the work
associatedavith them.

Demand Connections

Al13.2 In respect of Metered premises owned or occupied by DemastdrGers

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

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

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

(iv) EHV work and above: extra high voltage and 132kV Connexcti
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 whrat
high voltage or above.

Unmetered Connections
Al13.4 Inrespect of Unmetered premises

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

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

(x) Other work: all other Unmetered connections work.

Part 2: Excluded Market Segments

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

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

(i) One-off industrial and commercial work: Connection Activities in
respect of connectionnvolving threephase whole current metering
at premises other than Domestic Premises.

Part 3: Interpretation

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

Introduction

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

Part A: Funding mechanisms for Low Carbon Networks Fund functions

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

(@) the funding of projects through revenues contributed through the
|l icenseeds Use of System Charges (fithe

(b)  the funding of projects througlkvenues contributed through the Use of
System Charges of all of the Distribut
(Athe Second Tier Funding Mechani smo) ;

(c) the funding of suchevenueawards as the Authority considers appropriate
throughthe Useof Syste Char ges of all of the DSPs
Funding Mechani smo) .

14.3 The amount of the LCN term to be incorporated into the provisions of CRC 5 in
respect of any Regulatory Year compritestotal ofthe ievenues received
by the licersee from its Use of System Charges under padicularfunding
mechanism irthat year.

14.4 Accordingly, for the purposes of Part B of CRC 5, which adjusts the calculation
of the |licenseeds All 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, the Principal Formula)

LCNt = LCN1t + LCN2t + LCN3t
where

€)) LCN1t is an amount detmined under the First Tier Funding Mechanism
in accordance with Part B below;

(b) LCN2tis an amount determined under the Second Tier Funding
Mechanism in accordance with Part C; and

(c) LCN3t is an amount determined under the Reward Funding Mischam
accordance with Part D.
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Part B: The First Tier Funding Mechanism

14.5

14.6

14.7

For the purposes of the Principal Formula, the amount of LCN1t calculated
below.

[LCN1t will be calculated using a formuthatensureshatthe annual project cost
does noexceed the allowance, and then spreads that cost over five years, plus

return. LCN1t wil| then be this yearods ¢co
project cost will be defined as the amount of the expenditure incurred by the

licensee in the Regulatoiear t in respect dEligible LCN FundProjects as

reported in the |Iicenseebébs LCN Annual Rep
overall expenditure |imit determined for
Allowance.]

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

Assessment, implementation, and other relevant matters relatifigitde LCN
FundProject under the First Tier Funding Mechaniane 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

14.9

For the purposes of the Principal Formula, the amount of LCN2t&sat-1-Ap#il
2010-ands-subsequentito be determined in accordance with this Part C.

Where the Authority approves a Valid Claim iRagulatory Year, it shalin a
direction given to all DSPspecify

(@ the amount of the LCN2 term for the purposes of the Rrahé&ormulan
that Regulatory Yediand in following Regulatory Yearsand

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

14.10 [Where the Authority antheimplementing DSP [agree] to halt aopect, the

Authority shall,in adirection given to all DSPspecify

(@) the amount of the LCN2 term [which may be negative] for the purposes
of the Principal Formulan that Regulatory Yeafand in following
Regulatory Years]and

(b)  the manner in which and the timescale over which such revenues are to be
transferred by the implementing DSP to the other DSPs.]
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14.11 Assessment, implementation, and other relevaaiters relating té&ligible LCN
FundProjectsunder 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 purpses of the Principal Formula, the amount of LCN3teiss-at-1-April
2010-and-is-subseguently be determined in accordance with this Part D.

14.13 In recognition of the particular merits of Bhigible LCN FundProject the

Authority {at-its-seé-diseretionr)nay, n 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 shalin a direction given to all DSPs, specify
(@  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
revenueawards 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 tm@ 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
provison about or impose requirements in respect of

(@) information to be provided to the Authority in relation to the assessment
and approval oEligible LCN FundProjects

(b) the criteria against which such projects will be assessed and agprove
(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.
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1418 TheLCN Fund Governance Document mayraspect of the Second Tier Funding
Mechanism in particulamake appropriate provision about or imposgurements
in respect af

(@) arrangements for publishing Valid Claims received by the Authority and for
providing for them to be submitted to external scrutiny;

(b) arrangements to monitor and review the progress of Eligible G
Projectsboth during and after their implementation;

(c) circumstances in which it may be appropriate to implement projects though
it is uncertain that the benefits of doing so will outweigh the costs;

(d) circumstances in which the costs of projects waand, would not, be
allowed to exceed their budgeted cost;

(e the funding treatment of projects that are or could have the potential to be
undertaken through commercial arrangements with other parties;

) arrangements for ensuring that mattersiefiom the implementation of
projects are captured and disseminated widely.

1419 TheLCN Fund Governance Document mayrespect of the Rewafelinding
Mechanismin particular,make appropriate provision about or impose requirements
in respect of:

(@) the criteria forlhe assessment, approval, and makimgefnueawards;

(b)  the processes and procedures applicable for the purposes of assessing and
makingsuchawardsand

(c)  the regulatory accounting treatmensathawards.

Part F: Procedure for issuing the LCN Fund Governance Document

14.20 Before issuing a LCN Fund Governance Document under this condition, the
Authority, by Notice given to all licence holders, must

(@ state that it proposes to issue the document, and specify the datebn w
it proposes that this should take effect;

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

(© specify the date (which must not be less than a period of 28 days from the
date of the Notice) within whichlepresentations or objections with respect
to the proposal may be made.
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1421 The Authority must consider any representations or objections that are duly made
and not withdrawn.

14.2 The requirements of paragragh%20 and 1421 may be satisfied by #on taken
before, as well as by action taken after, the commencement of this condition.

14.23 In paragraph 120, Ai ssuing guidanceo includes is

Part G: Interpretation
14.24 For the purposes of this condition

Al i celndceer hohas the meaning given in section

Eligible LCN Fund Project is a project undertaken by the licensee th
appears to the Authority to satisfy such
requirements of the LCN Fund Governan
Document as are necessary to enable the
project to be funded under (as the case nr
be) the First Tier Funding Mechanism or
the Second Tier Funding Meatism

First Tier Funding Mechanism isto be interpreted in accadce with Part
B of this condition.

LCN Allowance hasthe meaning given in paraph 14.6

LCN Annual Report means the | icensee:}
year in accordance with any requirements
of the LCN Fund Governance Document
to format and timing, inaspect of
expenditure oieligible LCN FundProjects
under the First Tier Funding Mechanism.

LCN Fund Governance means the document issuedthg
Document Authority under Part E of this condition,
subject to the requirements of Part F.

Reward Funding Mechanism isto be interpreted in accadce wih Part
D of this condition.

Second Tier Funding Mechanism isto be interpreted in accaadce wih Part
C of this condition.
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Valid Claim means a claim to receive funding for one
moreEligible LCN Fund Rojectsunder the
Second Tier Funding Mechanism that
complies in all respects with such
requirements as are imposed by &N
Fund Governance Documantrespect of
such clams.

APPENDIX 1
LCN Allowance for the First Tier Funding Mechanism

(see Part B 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 Distribution 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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CRC 16. Services treated as Excluded Services

Introduction
16.1 The purposes of this condition are

(a) to set out the basis on which services provided by the licensee may be
treated as Excluded Services for the purposes of the Charge Restriction
Conditions; and

(b) to state how the charges for such servicesilshbe set.

16.2 Excluded Services are the services that comply with the General Principle set out at
Part A below and include, without limitation, those services listed in Appendix 1.

Structure of this condition

16.3 Part A of this condition sets outa General Principle that applies for the purpose
of determining which of the services provided by the licensee are to be treated as
Excluded Services.

16.4 Part B sets out particular examples of services that are to be treated as Excluded
Services and stas how charges for those services are to be set.

16.5 Part C provides for the Authority to give directions in respect of Excli8ksgices.

Part A: Statement of General Principle

16.6. The General Principle is that a service provided by the licengesrtasf the normal
activities of its Distribution Business within the Distribution Services Area is to be
treated as an Excluded Service if and to the extent that the service so provided is not
already remunerated under any of the charges mentiomashigraphl6.7.

16.7 The charges referred to in paragraph 16.6 are those charges that are levied by the
licensee in respect of the provision of

(@) Use of System, in accordance with the relevant Charging Statement
prepared and published by the licenseesarstindard condition 14
(Charges for Use of System and connection);

(b) Metering Point Administration Services, in accordance with the MPAS
Charging Statement prepared and published by the licensee under standard
condition 18 (Provision of and charges Metering Point Administration
Services); and
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(c) Legacy Metering Equipment and Data Services, in each case in accordance
with the relevant statement prepared and published by the licensee under
standard condition 36 (Charges for the provision of Le@éetering
Equipment and Data Services).

Part B: Specific categories of Excluded Service

16.8  Appendix A (which has effect as part of this condition), while not limiting the
scope of the General Principle, sets out certain categories of service provided by
the licensee that are to be treated as Excluded Services.

16.9 Charges levied in respect of Excluded Services provided within categories ES1
to ES4 of Appendix 1 are to be set at a level that will allow the licensee to
recover

(@) its reasonable castand

(b) areasonable rate of return on the capital outlay represented by any
expenditure incurred by the licensee during the period before payment is
received of any amounts due by the person requiring the service in
guestion;and

(c) inrespect of ES1, a margin where that is consistent with the provisions of
CRC13

16.10 Charges levied in respect of Excluded Services provided within categories ES5
and ES7 of Appendix 1 are to be set at a level thatWalv the licensee to
recover its reasonable costs and a reasonable margin in providing the service in
question.

Part C: Aut horitybés power to give direction
16.11 Where the Authority (having particular regard to the General Principsalisfied

(a) that any service treated by the licensee as an Excluded Service should not
be so treated,; or

(b) that any service not treated by the licensee as an Excluded Service should
be so treated,

it may give the licensee a direction tatleffect.

16.12 Where a direction is given under paragraph 16.11, the licensee must, as the
case may be, either

(a) stop treating the service or services specified in the direction as
Excluded Services; or
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(b) begin treating the service or servicpedfied in the direction as
Excluded Services,

from the date of the direction or such later date as may be specified in it.

Interpretation

16.13 The descriptions of categories of Excluded Service set out in Appendix 1 are to
be read and given effestibject to any further explanation or elaboration of any
of those descriptions that might be set out in the Revenue Reporting RIGs or
the Cost Reporting RIGs issued by the Authority under (respectively) standard
condition 47 or 48 of thiscence.

APPENDIX 1

Specific categories of Excluded Service

ES1. Connection services:This category consists of the carrying out of works
(including any necessary reinforcement works or diversionary works) for the
purposes of providingnstaling, opeating, repaiing, or mainainingelectric
lines or electrical plant (but only to the extent that the service is not already
remunerated under one of the charges mentioned in paragraph 16.7).

ES2. Diversionary works under an obligation: This category consts of the relocating
of any electric line or electrical plant (including the carrying out of any associated
works) pursuant to any statutory obligation other than one imposed on the licensee
under section 9(1) (general duties of licehotders) or section 16 (duty to connect
on request) of the Act.

ES3. Works required by any alteration of premises: This category consists of the
moving of any electric line, electrical plant, or Electricity Meter that forms part
of the |Iicenseebds Distribution System to
redevelopment of any premises on which the asset in question is located or to
which it is connected.

ES4. Top-up, standby, and @hanced system security:This category consists of the
provision of electric lines and electrical plant to the extent required by any user of
the |licenseebs: Distribution System

(@) for the specific purpose of enabling the delivefyop-up or standby
supplies of electricity; or

(b) to provide a higher degree of security than is required for the purposes
of complying with paragraph 1 of standard condition 24 (Distribution
Systemplanning standard and quality of performanceorepg).
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ES5. Revenue protection servicesThis category consists of the provision, at the
request of any third party (which could include an Affiliate or a Related
Undertaking of the licesee), of services relating to the prevention of Electricity
Meter interference and other forms of illegal abstraction of electricity.

ES6. Metering Services: This category consists of the provision of any Metering
Service (other thathe provision of Legacy Metering Equipment) that is
not already remunerated under any other charge in respect of an Excluded
Service.

ES7. Miscellaneous: This category consists of the provision of alyer service
(including electric lines or electrical plant) that

(@) s for the specific benefit of any third party who requests it;

(b) is not made available by the licensee as a normal part of the activities of
its Distribution Busiess within the Distribution Services Area; and

(c) is not remunerated under one of the charges mentioned in paragraph
16.7 or under any other charge for an Excluded Service.
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