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Chapter 1: Interpretation and definitions

Special Condition 1.1 Interpretation and definitions

Introduction

1.11

The purpose of this condition is to provide for the special conditions of this licence:

(a) some provisions of general interpretation; and

(b) the meaning of the defined terms, which are capitalised throughout the special
conditions.

Part A: Interpretation

1.1.2

1.1.3

1.1.4

1.1.5

1.1.6

1.1.7

1.1.8

1.1.9

1.1.10

1.1.11

1.1.12

Wherever the subscript ‘t’ is used, without further numerical notation, the value to
be used is the one for the Regulatory Year in question.

A positive or negative numerical notation indicates that the value to be used is for a
year after or before the Regulatory Year in question and the number indicates how
many years after or before.

In some cases, other subscripts may also be used to denote the value for a specific
Regulatory Year and are explained in those special conditions.

References in these special conditions to a “Distribution Network” are to each of the
licensee’s Distribution Networks.

Any values derived by reference to the value of revenues accrued, received or paid
by or to the licensee will be the actual sum accrued, received or paid by or to the
licensee on the date of such accrual, receipt or payment without any adjustment for
inflation or interest after deduction of value added tax (if any) and any other taxes
charged directly by reference to the amounts so accrued, received or paid.

Unless otherwise stated, any reference in these special conditions to the Authority
giving a direction, consent, derogation, approval or designation includes:

(a) giving it to such extent, for such period of time, and subject to such conditions as
the Authority thinks reasonable in all the circumstances of the case; and

(b) revoking or amending it after consulting with the licensee.

Unless otherwise stated, any reference in these special conditions to the Authority
making a determination includes making it subject to such conditions as the
Authority thinks reasonable in all the circumstances of the case.

Any direction, consent, derogation, approval, designation or determination made by
the Authority in accordance with these special conditions, will be given or made in
writing.

Any reference in these special conditions to a numbered appendix is, unless
otherwise stated, to the relevant numbered appendix to that special condition.

Where these special conditions provide for the Authority to issue or amend a
document by direction, the steps required to achieve this may be satisfied by action
taken before, as well as by action taken on or after, 1 April 2021-2026.

Any monetary values in these special conditions are in sterling in a
20484192023 /24 price base unless otherwise indicated.



1.1.13 The price base for each PCFM Variable Value is denoted in the GB2GD3 Price
Control Financial Model “laputLicenseeSelectinput” sheet. Where a PCFM Variable
Value is listed as a "£m nominal” value, the GB2GD3 Price Control Financial Model
will convert these values in accordance with Special Condition Part EEE of Special
Condition 2.1 (Revenue restriction), so that the component terms of Calculated

Revenue are in a 26048/192023 /24 price base.
Part B: Definitions

1.1.14 In these special conditions the following defined terms have the meanings given in
the table below.

1.1.15 Where these special conditions state that the outputs, delivery dates and
allowances for a Price Control Deliverable are located in another document, the
following defined terms also have the meanings given in the table below in that
document.

1.1.16 Where the table below states that a defined term has the meaning given to it by:

(a) another condition of this licence;

(b) the &B2GD3 Price Control Financial Instruments;
(c) the RIGs;

(d) an Associated Document;

(e) the Network Code; or

(f) the Uniform Network Code

the defined term is to have the meaning given in that provision or those documents
as amended from time to time.

4x4 means a four wheel drive vehicle with a gross vehicle weight of
no mereless than 3,560kg200kg.
Above Risk Action means Included Mains where the pipe diameter is greater than

Threshold Tier 2 Mains 8 inches and less than 18 inches, and which have a Risk Score
greater than the Threshold Risk Score.

the Act means the Gas Act 1986.

Actual Corporation Tax means the value as shown in the licensee’s company tax return
Liability (CT600) as submitted to His Majesty's Revenue and Customs,

relating to the licensee-, after removing the impact of any
group or consortium relief.

Actual Leakage Volume means the actual Leakage volume derived from the application
of the Shrinkage And Leakage Model, expressed in gigawatt

hours.

Actual Shrinkage means the actual Shrinkage volume derived from the

Volume application of the Shrinkage And Leakage Model, expressed in
gigawatt hours.

PrevisionsActual Totex interruption:




N

Allowed Revenue

Allowed Unit Cost Of
Tier 1 Mains
Decommissioned
Alleowed Unit Cost Of
Tierl Servi
RepexAnnual Iteration

dete%mmed—b%the#eense&e&aﬁneeds%assmierlw

accordance with the RIGs

has.tl : : ] in Standard Special
ConditionA3-(Definiti 1 ion),

is the amount the licensee should aim to recover through its
Network Charges, derived in accordance with the formula in
Part C of Special Condition 2.1 (Revenue restriction).

means the allowed unit cost to decommission Tier 1 Mains in
each of the Tier 1 Mains Decommissioned Workload Activities.

Leall Luni Tier 1 Servicel o
each-of the Tier 1 Services Repex-Werkload-Activities:Has the

meaning given to that term in the annex “PCFM Guidance” to

Process

Annual Environmental
Report

Annuallteration
Process

Appropriate Auditor

Appropriately
Qualified Independent
Examiner

the RIGs.

means a document prepared and published by the licensee in
accordance with Part A of Special Condition 9.1 (Annual
Environmental Report).

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means a gualified-tax-chartered accountant, chartered tax

adviser, or equivalent, from a_speeialist corperation-tax
funetion-ofatep-tier firm regulated by a relevant professional




Approved Market Price
Report

body, who may be an employee of the licensee's Appropriate
Auditors.

means the ‘European Spot Gas Markets report’ published by
Heren Energy Limited or another market price report
published by a comparable price reporting service in the
United Kingdom that the Authority has notified the licensee it
considers to be equivalent to the ‘European Spot Gas Markets
report’.

Approved Programme

Asset Data

Asset Intervention

Asset Management
Systems

Asset Risk

Associated Document

the Authority

Authority’s Website
Bad Debt

means the programme agreed between the licensee and the
HSE which details the measures and processes through which
risk related to iron mains is to be managed.

means the data on the condition, location, operating
environment, function, duty, and other relevant characteristics
of NARM Assets, which is necessary for the calculation of
Monetised Risk.

means a deliberate action, on the part of the licensee, that
improves or maintains the Monetised Risk of an asset or group
of assets.

means the set of interrelated and interacting elements,
including those IT systems used for the collecting, storing and
interrogating of Asset Data, that the licensee has in place to
establish its asset management policy and asset management
objectives and the processes needed to achieve those
objectives.

means the estimated average expected impact of a Network
Asset with given characteristics (such as those referred to in
Asset Data definition) failing over a given time period, so that
when scaled up to a sufficiently large population of identical
Network Assets, the sum of the individual Asset Risks will
equate to the total expected impact of asset failure for the
population over the same time period.

means a document issued and amended by the Authority by
direction in accordance with the special conditions of this
licence and any reference to an Associated Document is to that
document as amended from time to time unless otherwise
specified.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means www.ofgem.gov.uk.

means the expensecost incurred by the licensee when Network
Charges owed to the licensee are not considered recoverable
and which crystallises when normal payment terms have been



Network

exceeded and the licensee has made all reasonable efforts to
collect the debt but is unable to recover the amounts owed.

i1 Part. C of Special Condition 1B (Restriction-of

I!”*.HS.F E; ation e HE} m; E] o E] ctofthe Dis E“E ““En;l E;[” “]k 21 é Ezmlslp Preation

Baseline Activity
Volume Of Tier 1 Mains
Decommissioned

Baseline Activity
Volume Of Tier 1
Services

Baseline Allowed
NARM Expenditure

Baseline Network Risk
Output

Baseline Target
Workload Of Tier 1
Mains
Decommissioned

Baseline Target
Workload Of Tier 1
Services Repex

Basic PCD Report

Between

Biomethane

Biomethane
Connection

Biomethane

Distributed Entry
Reinforcement

means the forecast volume for each Tier 1 Mains
Decommissioned Workload Activity over the Price Control
Period, as set out in Appendix 2 to Special Condition 3.10 (Tier
1 Mains decommissioned Price Control Deliverable).

means the forecast volume for each Tier 1 Services Repex
Workload Activity over the Price Control Period, as set out in
Appendix 2 to Special Condition 3.11 (Tier 1 Services Repex
Price Control Deliverable).

means the allowed expenditure associated with the Baseline
Network Risk Outputs as set out in Appendix 1 to Special
Condition 3.1 (Baseline Network Risk Outputs).

means the cumulative total for all items allocated to 'NARM
Funding Category A1’ for a given Risk-Sub-CategeryRrisk Ssub-
Ecategory in the licensee’s Network Asset Risk
WerkbeekeWorkbook.

means the total volume of Tier 1 Mains
decommissioningDdecommissioning to be delivered over the
Price Control Period, as set out in Appendix 1 to Special
Condition 3.10 (Tier 1 Mains decommissioned Price Control
Deliverable).

means the forecast volume for each Tier 1 Services Repex
Workload Activities over the Price Control Period, as set out in
Appendix 1 to Special Condition 3.11 (Tier 1 Services Repex
Price Control Deliverable).

has the meaning given to that term in the PCD Reporting
Requirements and Methodology Document.

in the context of something being done, or occurring, between
two dates, means on or after the first date and on or before the
second date.

means a gas defined in the technical standard IGEM/TD/16.

means the connection of a Biomethane plant onto either the
NTS or GDN to inject Biomethane.

means the physical works undertaken by a GDN to modify or
extend its existing network assets in order to provide a
sustained increase in network capacity necessary to enable or
accommodate Biomethane injection, beyond the assets
required solely for the direct connection of the Biomethane
facility.




Biomethane UIOLI
Governance Document

Bulk Price Differential

Bulk Supply Point

Business Plan

CAF OQutcomes

Calculated Revenue
Calculated Tax
Allowance

CAM Activity

Car

Carry-over Network
Innovation Allowance

CDSP Costs

means the document of that name issued by the Authority in
accordance with Special Condition 3.21 (Biomethane
Distributed Entry Reinforcement (BDER:) use it or lose it
allowance).

means the volume of Liquefied Petroleum Gas conveyed to
consumers who are connected to each relevant Independent
System in the relevant Regulatory Year, multiplied by the
difference between:

(a) the reasonable estimate (made by the NTS Operator) of the
actual delivered price of Liquefied Petroleum Gas supplied
to consumers connected to the relevant Independent
System; and

(b) the average price of gas consisting principally of methane
supplied to large industrial customers in Great Britain.

means any of the bulk supply points at the places specified in
the approval given on 1 March 1996 by the Director General of
Gas Supply, or such other point at such place as may be
notified to the Authority from time to time by the licensee.

means a plan of the sort that the licensee was invited to submit
by paragraph 2:253.6 of the document titled ‘RI10-23 Sector
Specific Methodology —Cere-decumentDecision Overview

document’, published by the Authority on 24-May264918 July
2024.

means the outcomes set out under the cyber security and
resilience principles set out in the document titled “*NIS
Supplementary Guidance and CAF Guidanece’version
3-6;0verlay for DGE Sector”, published by the Natienal-Cyber
Seeurity-CentreAuthority on 30-September20491 August 2023

as amended from time to time.

has the value givente-itderived in accordance with Part ED of
Special Condition 2.1 (Revenue Restriction).

means the value of the TAX: term as set out in the “Revenue”
sheet of the GP2GD3 Price Control Financial Model.

means an output, activity or deliverable that the licensee is
applying to reallocate under Special Condition 3.8
(Coordinated adjustment mechanism Re-opener).

means a vehicle constructed for passenger carrying with up to
eight seats (excluding the driver).

means the allowance provided by Special Condition 5.3 (Carry-
over Network Innovation Allowance) to extend the RI10-+
Network2 NIANetworkInnevation-Allewaneefor an additional
Regulatory Year, and the first half of the following Regulatory
Year.

means costs incurred, or expected to be incurred, by the
licensee for the purposes of meeting its obligations under



Charging Methodology

€02eCollaborative
Streetworks
Governance Document

Standard Special Condition A15 (Central Data Services
Provider).

Bliched by the D for Busi & 1
Industrial Strategy-{or-any-other government departmentfrom
means the methodology in relation to charging in respect of a
transportation arrangement established pursuant to
paragraph 5 of Standard Condition 4A (Obligations as Regards

Charging Methodology).

means-carbon-dioxide-eguivalentmeans the document of that

name issued by the Authority in accordance with Special
Condition 4.5 (Collaborative streetworks output delivery

Collaborative
Streetworks

PrejeetMinimum
Projects

Collaborative
Streetworks Projects

Collaborative
Streetworks Strategic

incentive).

means streetworks undertaken which meet the following
minimum criteria:

(a) 0.2km minimum length, except in cases where the project
is deemed of strategic importance by the Greater Lendon

Autheritycentral coordinator;

(b) level two collaboration at a minimum, as defined in the
document titled "Collaboration Manual: A guide to the
coordinated delivery of utility infrastructure" published by
the London Borough of Croydon with Atkins and flux;

(c) a minimum of two Statutory Undertakers, or a minimum of
one Statutory Undertaker and a local authority,
undertaking physical works in the road or pathway; and

fd)project must represent a permanent solution, not a
temporary repair;-and
fe}(d) werksmustbecompleted-by-end-ofthePrice Control
Period.
means streetworks which are either Collaborative Streetworks

Minimum Projects or Collaborative Streetworks Strategic
Projects.

means streetworks undertaken which de notmeetthe
Collaberative Streetworks minimum criteria but that are

Projects

deemed strategically important by the local authority. These
works are identified based on local knowledge, operational

priorities, or broader infrastructure goals. Strategic
importance may be attributed to works that meet one or more

of the following criteria:

(a) locations with historic leakage and /or bursts;
(b) works undertaken in advance of planned public spaces and

infrastructure schemes;

(c) activities affecting cross borough boundaries where
coordination is required (e.g. traffic management);
(d) collaborations with utilities, local authorities and/or

transport bodies that offer opportunities to develop best
practices e.g data sharing and digital tools for better




CollaberativeCompany
Specific VCMA Project

Competition and
Markets Authority

Complaint

Complex Disconnection

Complex Distribution
System

Connection Charge

Connections Element

Consumer Prices Index
Including Owner
Occupiers' Housing
Costs

Consumer Outcome

decision-making, joint traffic management strategies and
use of innovative materials or methods; and

(e) works in or near sensitive or high-impact locations such as
schools, hospitals, emergency services (fire, ambulance),
transport hubs, or major stations.

means a VCMA Project which is funded by-mere-than one of
the following: Cadent Gas Ltd, Northern Gas Networks Ltd, the
SGN Group and Wales & West Utilities Ltd.

meansaVEMA-Projectbwhichisfunded-by-one personmceans
the financial information that the licensee is required to file
with His Majesty's Revenue and Customs each year for the

purposes of calculating its Actual Corporation Tax liability.

means the Competition authority established under section 25
of the Enterprise and Regulatory Reform Act 2013.

has the meaning given to that term in The Gas and Electricity
(Consumer Complaints Handling Standards) Regulations 2008,
as amended from time to time.

means those disconnections that are fully disconnected as near
as reasonably practicable i ible to the main

which includes excavation in the public highway.

means MOBs which consist entirely of industrial and/or
commercial units that do not meet the classification of either
High-rise or Medium rise buildings. They are a multi-
occupancy commercial premise such as a school, hospital or

(a) There are extended lengths of pipework and other gas

network owned infrastructure e.g. pipework or valves,

installed on, in, along, or over the building, and /or;
(b) The system supplies three or more meter-metre points.

means a charge calculated in accordance with the connection
charging methodology established under Standard Licence
Condition 4B (Connection Charging Methodology).

means the element of the Customer Satisfaction Survey that
measures customer satisfaction in relation to connections
work carried out by the licensee-_as defined in the RIGs.

means the monthly values of the “CPIH All Items”, series ID
“L522”, published by the Office for National Statistics (or any
other public body acquiring its functions).

means:

(a) fa)the expected benefits to existing and future consumers
in terms of maintenance of existing levels of, or
improvements in the Distribution Networks's capability or
resilience; or

(b) fb)-the expected benefits to consumers in terms of service
quality over what would have been the whole life of the



Cost-Benefit Analysis

COVID-19 Bad Debt

COVID-19 Defaulting
Gas Shipper

COVID-19 Scheme

Critical National
Infrastructure

Cross-Utilities
Collaborative VCMA

Project

Current Monetised
Risk

Customer Satisfaction
Survey

output specified in the relevant special condition had it
been delivered as specified. In the context of works
delivered by the licensee, this means the benefits to
customers or consumers in terms of maintenance of
existing levels of, or improvements in the network’s
capability or resilience, or benefits to consumers in terms
of service quality, that can be attributed to, and reasonably
expected from, the works delivered by the licensee over the
whole life of the works delivered.

means any analysis that considers, as appropriate, both the
tangible costs (for example, the cost of replacement) and
intangible costs (for example, costs associated with injury or
loss of life) associated with, and benefits delivered by, an
investment option or range of options.

means Bad Debt owed to the licensee by one or more COVID-
19 Defaulting Gas Shippers.

means a Gas Shipper which participated in the COVID-19
Scheme and whose insolvency has resulted in the licensee
incurring Bad Debt. The timing and meaning of insolvency is as
per the Insolvency Act 1986.

means the COVID-19 Liquidity Relief Scheme for Shippers as
established by the Uniform Network Code (UNC) modification
726: ‘COVID-19 Liquidity relief scheme for Shippers’.

means those critical elements of infrastructure (namely assets,
facilities, systems, networks or processes and the essential
workers that operate and facilitate them), the loss or
compromise of which could result in:

(a) major detrimental impact on the availability, integrity or
delivery of essential services - including those services
whose integrity, if compromised, could result in significant
loss of life or casualties - taking into account significant
economic or social impacts; or

(b) significant impact on national security, national defence, or
the functioning of the state.

means a VCMA Project in which one or more of the Gas

Distribution Networks (Cadent Gas Ltd, Northern Gas
Networks Ltd, the SGN Group and Wales & West Utilities Ltd)

collaborate with one or more other utilities across energy,
water and telecoms.

means the Monetised Risk of an existing asset or group of
assets, based on the most recently gathered or derived Asset
Data.

means the survey used to measure the extent to which
customers are satisfied with the service provided by the
licensee in relation to planned, unplanned and connections gas
supply work.



EVRCyber Resilience
Plan

CVP Output

CVP Reward

Cyber Resilience F
Baseline Allowances
Table

Cyber Resilience 1T
PCD Table

Cuber Resili T
Plan

Cvber Resilience OF
BaselineRe-opener
Allowances Table

Cyber Resilience 6F

PCDBUIOLI Allowances

Table

Data Best Practice
Guidance

means a plan of the eensumer-value propesitions-which-were

submitted-bysort that the licensee indtswas invited to submit a

Cyber Resilience Business Plan at Chapter 3 of the document
titled “RI10-3 - NIS-R Cyber Resilience Business Plan

Assessment Methodology and aceeptedRequirement”,
published by the Authority inits RHO-2-Final

Determinationson 30 September 2024.

means the table of that name in the document identified in
Appendix 1, to Special Condition 3.32 (Cyber Resilience

inf . Laol R | Prico |
DPeliverableAllowances Table) by its title and publication date.

means the table of that name in the document identified in
Appendix 2 to Special Condition 3.32 (Cyber Resilience

inf : Lnoloay R | PricoC |
DeliverablePCD table) by its title and publication date.

Bliched by the Autheri 24 Mav-2010.
means the table of that name in the document identified in
Appendix 13 to Special Condition 3.2 (Cyber Resilience

operational-technology Re-opener; Price-Contrel Deliverable
and-use-iterloseitalloewanee Allowances Table) by its title

and publication date.

means the table of that name in the document identified in
Qgendlx 24 to Spec1a1 Condltlon 3. 32 (Cyber Resﬂlence

aﬂd—&se—}t—er—Lese—}t—al-LewaﬂeeUse It Or Lose It Allowances
Table) by its title and publication date.

means the guidance document issued by the Authority in
accordance with Part D of Special Condition 9.5
(Digitalisation).



Data Sharing
Infrastructure (DSI)

Decarbonisation

Project Development
Use It Or Lose It

Decarbonisation
Project Development
UIOLI Governance
Document

Decommissioning

Defaulting Gas
Shippers

Delayed

De Minimis Business

DecommissioningDigit

al Platform for Leakage

Analytics

Defaulting Gas

means a digital infrastructure that comprises of the
technologies and common data standards to facilitate seamless
and secure data sharing between multiple entities.

means the use it or lose it allowance provided by Special
Condition 3.5 (Decarbonisation Project Development use it or
lose it allowance).

means the document of that name issued by the Authority in

accordance with Part B of Special Condition 3.5
(Decarbonisation Project Development use it or lose it
allowance).

means, in relation to any main:

(a) removing the main from physical operation;

(b) inserting a new polyethylene main for which the existing
service acts merely as a guide;

(c) applving an internal lining of sufficient strength and
durability to comply with Regulation 5 of the Pipelines
Safety Regulations 1996; or

(d) any other means of rendering the existing non-
polyethylene main safe as agreed with HSE.

means a Gas Shipper, which has failed to make payments to the
licensee in accordance with the Uniform Network Code.

means where the licensee has not delivered the output set out
in the relevant special condition in full by the relevant delivery
date, but intends to deliver the output in full or in partat a
later date.

has the meaning given to that term in Standard Special
Condition A36 (Restriction on Activity and Financial Ring
Fencing).

mam—saf-e—as—&gpeed—wwh—HSE—means the dlgltal system

developed by Cadent Gas Limited
actingas technolosydeliverypartner; under Ofgem’s Strategic

Innovation Fund (SIF) programme in RII0-2. The platform

provides a single point for combining network asset emissions

data, supports intervention decisions and enables
standardised, measurement-based reporting of gas leakage

and shrinkage.
I ) i; h the Unif N ilig :




Delivered EPNES
Connection
Digitalisation

Digitalisation Action
Plan

T ——
opener

Digitalisation Strategy

D Ly Attril bl
Costs

Directly Remunerated
Services

Disaggregated
Network Risk Output

Disapplication Date

Disapplication Notice

Disapplication Request

: o gl b the EPNES L |
RHO-GD2 EPNES-ConnectionTarget by 31-Marech2026-
means using Energy System Data and digital technology to
generate benefits for consumers and stakeholders.

means a document prepared and published by the licensee in
accordance with Part B of Special Condition 9.5
(Digitalisation).

means a document prepared and published by the licensee in
accordance with Part A of Special Condition 9.5
(Digitalisation).

has the meaning given to that term in Part A of Special
Condition 9.7 (Directly Remunerated Services).

means a disaggregated component of the Baseline Network
Risk Outputs or Outturn Network Risk Outputs into units
appropriate for investment planning or delivery assessment
purposes. Disaggregation may, for example, be at project, asset
category, or intervention level, or combinations of these.

means the date proposed by the licensee under a
Disapplication Request on and after which the specified
Relevant Special Conditions andRelevantMetering Speeial
Conditien-(or any part erparts-efthemif it) would cease to
have effect.

means the notice under Special Condition 9.6 (Disapplication

of Relevant Special Conditions-andRelevantMetering Special
Conditien) that terminates the application of the Relevant

Special Conditions (or any part or parts of them) specified in
that request.

means a request under Special Condition 9.6 (Disapplication of

Relevant Special Conditions-andRelevantMetering Speeial
Conditien) to consent to the disapplication of the Relevant

Special Conditions (in whole or in part).



Distributed Entry
Connections

Distribution Network

DistributionN ]

Pension Deficit Cl
District G

Diversion

Diversion Costs

DN Operator

means a facility which is connected to the network whose
purpose is to inject gas onto the network.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

basd] o \ i the RIGS.

luctiond Hati i |
gas-pressures:

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means costs directly incurred, or expected to be so incurred by
the licensee as a result of the relocation of existing gas assets:

(a) to accommodate third-party works for mains and
associated services, other than costs which are recoverable
directly from the customer or supplier; or

(b) where the licensee is obligated to divert existing gas assets,
to avoid Loss of Development Claim costs, where the
licensee can demonstrate that it has used reasonable
endeavours to challenge both the basis of the claim and the
quantum of the costs involved.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

Domestic Customer

Domestic Premises

Domestic Sized Meter

DSAP Guidance

Efficiency

Condition A3 {Definiti 1 ton).

has the meaning given to that term in the RIGs.

means designated for a maximum rate of gas flow which does
not exceed 6m3/hr.

means the guidance document issued by the Authority in
accordance with Part C of Special Condition 9.5
(Digitalisation).

means expenditure decision making by the licensee that
resulted in lower costs than could have been reasonably
expected at the time of submitting the Business Plan. This does
not include:

(a) tawhere costs lower costs have been achieved by
delivering a lower Consumer Outcome than would have
been achieved if the licensee had delivered the output as
specified in the relevant special condition; or

(b) fb}where expenditure decisions were the result of factors
beyond the reasonable control of the licensee including, but



not limited to growth in demand for the licensee’s services
or government policy.

Economic Test ismeans a financial assessment tool operated by the DN
Operators that is designed to identify new connections
wherein respect of which the level of investment would be
considered ‘uneconomic’, and so avoids existing customers
subsidising the new firm connection.

EJP means engineering justification paper.

Electricity System means a licence granted or treated as granted under section
Operator Licence 6(1)(da) of the Electricity Act 1989.

Eligible CNIA means the amount of expenditure spent or accrued by the

licensee in respect of Eligible CNIA Projects.

Eligible CNIA Internal =~ means the amount of Eligible CNIA spent or accrued on the
Expenditure internal resources of the licensee.

Eligible CNIA Projects = means RIIO-1Netwerk2 NIANetwork Inneovation Alloewanee
projects on which work commenced prior to 31 March
20212026, pursuant to the requirements of the RII0-12 NIA
Governance Document.

T 1 | e Author s
suehregquirements-ofthe- NI Governance Documentas-are
pecessary-to-enable the project to-be fundedunderthe NIC
Fundine Mechanism,

means a project undertaken by the licensee or any other Gas
Transporter Licensee or the ISOP that the Authority assess as

Eligible SIF Project satisfying such requirements of the SIF Governance Document
as are necessary to enable the project to be funded under the
SIF Funding Mechanism.

Portal
Energy System Data has the meaning given to that term in the Data Best Practice
Guidance.

Engineering Guidance means a guidance document developed pursuant to Part F of
Document Special Condition 9.2 (Network Asset Risk Metric

methodology).

Environmental Action  means the document of that name that the licensee submitted
Plan as part of its Business Plan.



Environmental Action
Plan Commitments

Environmental
Developments

Environmental
Reporting Guidance

Equally Challenging

Equivalent Customers

Evaluative PCD

Ex-Ante Base Revenue

Excessive
Deterioration

Forecast Monetised
Risk

means the actions and initiatives that the licensee proposed in
their Environmental Action Plan to undertake over the course
of the Price Control Period.

means a change in circumstances related to new or amended

legislative requirements that relate to the licensee’s impact on
the environment that are contained within or could have been

contained within the licensee’s Environmental Action Plan.

means the document of that name issued by the Authority in
accordance with Part B of Special Condition 9.1 (Annual
Environmental Report).

means presenting equal or higher challenge to the licensee
compared to the Baseline Network Risk Outputs, where
challenge relates to the scope for a licensee to over-deliver by
carrying out the same volume of interventions but selecting
different assets for intervention from those assumed in the
setting of the Baseline Network Risk Outputs, and the
proportionate levels of over-delivery and under-delivery of
Baseline Network Risk Outputs resulting from higher or lower
level of intervention volumes.

means customers connected to the licensee’s network other
than customers whose premises are connected to an
Independent System.

means a Price Control Deliverable where the relevant licence
condition states that the Authority will consider making an
adjustment to allowances where an output has not been Fully
Delivered.

for the relevant distribution network, has the value:
EoE: £545m888.3875.4m

Lon: £395m646.8630.7m

NW: £381m601.9603.6m

WM: £294m460.0453.0m

Northern Gas Networks Ltd: £384m689.-7592.5m
Scotland Gas Networks plc: £293m4806.-2464.1m
Southern Gas Networks plc: £644m1,011.6988.4m
Wales & West Utilities Ltd: £385m632.2632.6m

for each Regulatory Year.

means the performance level at which substantial
deterioration is clearly evident and the maximum penalty level
is incurred.

means the Monetised Risk of an asset or group of assets
expected to be in operation on a network in a given future



Full PCD Report

Full DPLA Rollout

Fully Delivered

Fully Delivered With
An Alternative
Specification

Fully Structural Lining

Solution

scenario, based on the forecast view of Asset Data for the given
scenario.

Charging Methodelogy) and. | April 2021
has the meaning given to that term in the PCD Reporting
Requirements and Methodology Document.

means a full implementation of the Digital Platform for
Leakage Analytics across all applicable network pressure tiers,

comprising:

(a) the observed measurement component, which involves the

deployment and use of in-field sensor data for low pressure
and medium pressure networks, and fixed and /or hand-
held technologies at above ground installations; and
(b) the probabilistic modelling component, which involves the
application of probabilistic hydraulic modelling techniques
for intermediate pressure and high pressure networks.
means where the output specified in the relevant licence
condition has been delivered infulito the fully specification on
or before the delivery date specified in that licence condition.

means where the licensee has delivered a different
specification to that set out in the relevant special condition,
while achieving a eempetition Consumer Outcome that is
materially equivalent or better than what would have been
achieved if the licensee had delivered the output as set out in
the relevant special condition.

is-ameans-ef remediating a pipeline which does not rely on the
structural integrity of the existing pipeline. The liner is capable
of coping with both the internal and external pressures and
environments.



Funding Return

Funding Return
Mechanism

Gas Shipper

Gas System Planner
Licence

Gas Transporter
Licensee

GD2/GD3 Crossover
Item

GD2/GD3 Crossover
Submission
Requirements and
Guidance Document

&P1GD2 Legacy Price

Control Financial
Model

GB2GD3 Price Control

Financial Handbook

| ¥ Lo N I A Risk Matrix .
is the total amount, in respect of the licensee, of any amounts
arising under the Funding Return Mechanism.

means the mechanism that provides for the recovery from the
licensee and from other Gas Transporter Licensees, in each
case to such extent (if any) as may be relevant, of:

(a) Halted Project Revenues;
(b) Disallowed Expenditure;
(c) Returned Royalty Income; and

(d) Returned Project Revenues.

‘ hat is bei L
has the meaning given to that term in section 7A(11) of the
Act.

means a licence granted or treated as granted under section
7AA of the Act.

means the holder of a licence granted under section 7 of the
Act.

means an output, Price Control Deliverable or activity:

(a) thatis funded in part or in full by a mechanism specified in
the licence as in force on 31 March 2026; and

(b) in the delivery of which the licensee, acting reasonably and

efficiently, has incurred or is expected to incur expenditure
during the Price Control Period.

means the document issued by the Authority in accordance

with Part D of Special Condition 3.32 GD2/GD3 crossover
adjustment (GD2ACALt)

has-means a modified version of the meaninggivente-GD2
Price Control Financial Model as that term is defined in Special

Condition 1tA{Pefinitionsand-1.1 (Interpretation_and
definitions) of this licence as in force on 31 March 26212026.

means the document of that name that-wasfirst-published by
the Authority to come into effect on 1 April 20212026 and_that
includes specific information and advice about the operation of




GD3 Price Control
Financial Model

GB2GD3 Price Control
Financial Instruments

GB2GD3 Price Control
Financial Model

Working Group

GDN Collaborative
VCMA Project

b2 PriceControl
o ] Model

Woerking GreupGeneral

Reinforcement

Great Britain

GSHUjRSafety

Disconnection

the AnnuallterationProcess-and-the GB2GD3 Price Control
Financial Model-as-1medified from time to-time inaccordance

it £} . f Special Condition 8.1 (G el

means the model of that name that was first published by the
Authority to come into effect on 1 April 2026.

means the GB2GD3 Price Control Financial Handbook and the
GB2GD3 Price Control Financial Model.

means the modelofthatname-that wasfirst published by-the
\uthori : i L April 2021

fe}thatisrepresented-by-a-werkboeekworking group
identified in M}GF@S@#E*@&@—ﬁeﬁnat—mamtamed—bmdeF

terms of reference are set out in Chapter 2 of the te*sm—AR;
through-the-application-of the AnnuallterationProcess-in

: il 1] . £ Shecial Condition 8.2
{AnnualterationProcessfor-the GBD2GD3 Price Control
Financial Medel-and-as-medified-fromtime to-time-in

| 41 £ . £ Soecial Condition8.1
% f the GD2 PriceC LB "
Instruments):Handbook.

means a VCMA Project which is funded by more than one of

the following: Cadent Gas Ltd, Northern Gas Networks Ltd, the
SGN Group and Wales & West Utilities Ltd.

Einanecial Handbeekmeans reinforcing the network to
maintain exit and entry supply resilience and operational

safety. This includes, but is not limited to, laying or upsizing
existing mains, parallel laying of new mains, installation or
modification of governors, and installation or modification of
pressure management systems, as well as entry reinforcement
activities in relation to pipelines, compressors, pressure
management, storage and NTS offtake metering for low flow.
These activities are not subject to the Economic test and could
be unattributable increments of a reinforcement project that
are not fully allocated to specific customers in accordance with
the connection charge methodology. These activitiesare not

means the landmass of England, Wales and Scotland, including
internal waters.

means a disconnection undertaken by the licensee in
accordance with its obligations under regulation 14 of the
Pipeline Safety Regulations 1996 and in recognition of the
overlapping obligation on suppliers under regulation 16 (3) of

the Gas Safety (Installation and Use) Regulations 1998. means



Heat Policy Area

Eseape ToolkitHGV

HSE

HyNet EEED Study

IGEM/TD/1

Improvement Plan

means any of the following:

(a) the quality and composition of gas permitted to be
conveyed through the pipeline network, as set out in, the
Gas Safety (Management) Regulations 1996 or Gas
(Calculation of Thermal Energy) Regulations 1996;

(b) the connection charging arrangements for Distributed
Entry Connections, as set out in the connection charging
methodology required by Standard Licence Condition 4B
(Connection Charging Methodology);

(c) the connection charging arrangements for domestic
premises seeking connection to the Distribution Network,
as set out in Standard Licence Condition 4B;-and

(d) the-promeotion-ofenergy-efficiency-amongst gas-customers
| f 9 : & | iers) of

the Act the associated costs

from the a government’s 2826-decision on hydrogen for
heating or other government heat policy decision.

the-Autherity-en 9th-December2019-means a heavy goods
vehicle with a gross vehicle weight of no less than 7,000kg.

Licl o al 7 bare
means the Health and Safety Executive or any public body
acquiring its functions.

means the Institute of Gas Engineers & Managers standard for
steel pipelines and associated installations for high pressure
gas transmission.




Included Mains

Independent System

Independent System
Operator and Planner
(ISOP)

means a plan of the sort that the licensee submits as part of
their Network and Information Systems (NIS) compliance
reporting requirements each year as set under the 'NIS
Guidance for Downstream Gas and Electricity Operators of
Essential Services in Great Britain v2.0' last published by the
Authority on 1st April 2022 (or after if or when a new version

is made available)

means all mains which prior to Decommissioning were mains
that operated at low, medium, or intermediate distribution
pressures and consisted of materials other than Standard
Mains Materials (and includes all decommissioned,
transferred, or replaced services).

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means the person for the time being designated as the
Independent System Operator and Planner under section 162
of the Energy Act 2023 who holds an Electricity System
Operator Licence and Gas System Planner Licence.

Ind (] . ok o
D bonisati | Lini | by UK R | 1 on.
Challengelnformation = means a plan required to be prepared by Part E of Special
Gathering Plan Condition 9.2 (Network Asset Risk Metric methodology).
Inline I . Ao on of a pineline from the interior of the bibe.
Innovation means:
(a) fa)solutions that have been trialled by any Network
Licensee as part of a RHO-1and RII0-2 Network Innovation
Allowance project pursuant to the requirements of the
RHO-1-and RII0-2 NIA Governance BeewmentDocuments
or a RIIO-23 NIA Project; or
(b) fb}involves the application of technology, systems or
processes that were not proven as at the time of
submission of the Business Plan.
Ip : Y e : 2 to 7 bare.
IP Servi | 6 . ¢ : 1
R 6 : : " | :

Iron Mains Risk
Reduction Programme

IT

means the HSE mandated programme of work that addresses
the failure of at risk iron gas mains and the consequent risk of
injuries, fatalities and damage to buildings.

means a licensee's information technology for business
systems that relate to the use of computers, software,
hardware and other systems and devices to perform business
operations.



Joint Office of Gas

means the body established by Gas Transporter Licensees in

Transporters compliance with Standard Special Condition A12 (Joint Office
Governance Arrangements).

Large Van means a van with a gross vehicle weight of no mereless than
3,500Kkg.

LDZ has the meaning given to that term in the Network Code.

Leakage means gas lost from the relevant LDZ during transportation
which has been released into the atmosphere.

Legacy Safety6S{JUJR  means Safety Disconnections undertaken by licensees before

Disconnections the start of RIIO-GD3 as Simple Disconnections. undertakenby
T L | f RIO-GD3 und lati
1603} (b) of the Gas. Safety (U T Hation) Resulat
1998,

Licensed Activity means the activities of the licensee connected with the

Liquefied Natural Gas
Import Or Export
Facility

Liquefied Petroleum
Gas

Local Area Energy Plan

Long-term Monetised
Risk

Loss of Development
Claim

development, administration, maintenance and operation of
the Distribution Network and with the Supply Of Distribution
Network Services.

means containers for the storage of liquefied natural gas
operated by the licensee and any other facilities used by the
licensee in connection with the storage of liquefied natural gas
in Great Britain which both are operated by the person who
holds this licence and were so operated at a time during the
period of 12 months ending with 1 March 1996.

means a mix of hydrocarbon gases including propane and
butane in accordance with the engineering standard titled
‘British Standard European Norm 589:2018 Automotive Fuels.
LPG. Requirements and test methods’.

means a plan owned by a local authority that has been
developed in the context of achieving net zero thatis-the
product-ofaprocess:-threugh-and on which a range of
stakeholders whieh-including the-ether Network Licensees and
local autherities-agreeand-have been invited to comment..en
the-eptimallong-termenergysolutionsforanarea;and:
(e} that has 1 Ling £ anabli

] | ccions.
means the Monetised Risk measured over a defined period of
time greater than one year from a given start date and equal to

the cumulative Single-year Monetised Risk values over the
defined period.

means costs incurred, or expected to be incurred, by the
licensee in relation to settling any claims from landowners
whose land contains network assets, which relate to:

(a) loss of land development;
(b) sterilised minerals;

(c) landfill and tipping; and



Mains.C . i
Mains Risk
Prioritisation Score

Major Incident

Material Classification

Protocol

Materiality Threshold

Mature Innovation

Medium Van

MOB Riser
Interruptions

Monetised Risk

(d) power generation

where the licensee can demonstrate that it has used
reasonable endeavours to challenge both the basis of the claim
and the quantum of the compensation sought.

e sionineof eline £ on.

means the score provided by the mains risk prioritisation
system used to calculate the safety risk of explosion incidents,
injuries, fatalities and damage to buildings from mains
remaining in use.

means a loss of supply to greater than 250 customers
following a single incident.

Means a document published by Streetworks UK and coming
into effect on 15t October 2025

for the relevant distribution network, has the value:

EoE: £545m8.8m

Northern Gas Networks Ltd: £3-92m6-85.9m
Scotland Gas Networks plc: £2.99m4.86m
Southern Gas Networks plc: £6:33m10:09.9m
Wales & West Utilities Ltd: £3-85m6.23m

in relation to the Digitalisation Re-opener means a product or
service that has:

(a) progressed through network innovation spending, such as
the SIF, NIC, or NIA, to the point where it is ready to be
considered as part of business-as-usual operations; or

(b)is the result of industry-wide activities relating to the
modernisation of regulatory reporting

means a van with a gross vehicle weight of ne-meregreater
than 2,100kg and less than 3,300kg500kg.

has the meaning given to that term in the RIGs.

means an estimation of Asset Risk as derived in accordance
with the NARM Methodology as well as the similarly derived
estimated risks associated with aggregated asset groupings,
and disaggregated sub-components, as relevant.



Monetised Risk Benefit

MP

Multiple Occupancy
Building

NARM Asset

NARM Asset Category

NARM Handbook

NARM Methodology

NARM Objectives

National Balancing
Point

means the risk benefit delivered or expected to be delivered by
an Asset Intervention, which:

(a) is the difference between without intervention and with
intervention Monetised Risk;

(b) can be measured over one year or over a longer period of
time; and

(c) includes both direct (i.e. on the asset itself) and indirect
(i.e. on adjacent assets or on the wider system) risk
benefits.

means buildings containing a minimum of three individual
premises, each with a separate supply point and supplied via
an internal or external riser, and where at least one of those
premises is more than two floors above ground level. The
premises may be domestic, non-domestic, or a combination of
the two. Buildings where all premises on the third floor or
above are supplied through individual pipes, with the meter
and emergency control valve located at a lower level, are not
included. MOBs are categorised as medium-rise (3 - 5 floors),
high-rise (6 - 9 floors) or high risk (10+ floors).

means an asset specified within the NARM Methodology where
its associated Monetised Risk can be estimated by applying the
NARM Methodology.

means a group of assets with similar functions and design as
specified in the NARM Methodology.

means the document of that name issued by the Authority and
maintained under Special Condition 3.1 (Baseline Network
Risk Outputs) that:

(a) sets out the methodology for calculating relevant funding
adjustments and penalties as a result of Outturn Network
Risk Outputs being different to Baseline Network Risk
Outputs; and

(b) provides guidance to the licensee on providing justification
for over-delivery and under-delivery; the treatment of
Non-Intervention Risk Changes and the meaning and
treatment of ‘clearly identifiable over-delivery’ and ‘clearly
identifiable under delivery’.

means the methodology established pursuant to Special
Condition 9.2 (Network Asset Risk Metric methodology).

means the objectives set out in Part B of Special Condition 9.2
(Network Asset Risk Metric methodology).

has the meaning given to this term in the Approved Market
Price Report.



NetZero-Advisory
GreupNational Risk
Register

Net-ZeroNatural And

Re-opener
Development

EundEnvironmental
Hazards

National Underground
Asset Register

NetZere-AndRe-
opener-Development
Eund-Governanee
PeeumentNCSC Cyber
Assessment
Framework

NCSC CAF Contributing
Qutcomes

Net Zero Carbon
Targets

by the Authori th the ebiect]
| . Linati |
| L bl . o volved int]
ition. includi | the heat ’
and-transpertseetorssmeans the UK Government’s official
public assessment of the most serious risks facing the UK,
including malicious threats, accidents, system failures, natural
and environmental hazards, and other risks that could impact
critical national infrastructure, as published by the Cabinet
Office: National Risk Register 2025 - GOV.UK

National Risk Register, including storms, flooding (coastal

fluvial, surface water), drought, wildfire, extreme

temperatures, earthquakes, volcanic eruptions, severe space
weather.

is a digital map of underground pipes and cables in England,
Wales and Northern Ireland funded by asset owners under the

Data (Use and Access) Act 2025.

hed ol sued by the Authoritw
1 th Special Condition 3.5 (Net Zero AndR

i i .means
the cyber assessment
framework (CAF), issued by the HK NCSC, which provides a

structured methodology for evaluating and enhancing
organisational cyber resilience. It comprises #416 principles
addressing governance, risk management, and technical
controls, offering a consistent basis for assessing compliance
and maturity. The framework is outcome-focused rather than
prescriptive, enabling organisations to evidence progress
toward robust cybersecurity.

means the 39 specific cybersecurity objectives within the BK's
NCSC Cyber Assessment Framework (CAF), each aligned to one
of 3416 CAF principles and designed to help organisations
demonstrate and improve their cyber resilience through

measurable progress ratings such as "Not Achieved", "Partially
Achieved", or "Achieved".

means the targets set out in:

(a) section 1 of the Climate Change Act 2008;
(b) section A1 of the Climate Change (Scotland) Act 2009; and
(c) section 29 of the Environment (Wales) Act 2016.


https://www.gov.uk/government/publications/national-risk-register-2025

Net Zero Development

Network Asset

Network Asset Risk
Metric

Network Asset Risk
Workbook

means a change in circumstances related to the achievement of
the Net Zero Carbon Targets that is:

(a) a change in national government policy (including policies
of the devolved national parliaments);

(b) a change in local government policy;

(c) the successful trial of new technologies or other
technological advances;

(d) a change in the pace or nature of the uptake of low carbon
technologies; or

(e) anew obligation arising from the agreement of a Local
Area Energy Plan or an equivalent arrangement.

means the assets that collectively form the pipeline system to
which this licence relates, and includes the principal
components of those assets.

means the Monetised Risk associated with a NARM Asset or
the Monetised Risk Benefit associated with a NARM Asset
Intervention.

means the workbook of that name in Microsoft Excel® format
issued by the Authority and maintained under Special
Condition 3.1 (Baseline Network Risk Outputs) that contains
the following data:

(a) Baseline Network Risk Outputs;

(b) Disaggregated Network Risk Outputs

(c) the baseline funding associated with the Disaggregated
Network Risk Outputs;

(d) Asset Intervention underlying the Disaggregated Network
Risk Outputs; and

(e) records of results from Rebasing exercise.



Network Charges

Network Code

Network Licensee

Network Risk Output

New Large Load
Connections

NIANetwork

Innovation Allowance

NIA

=

IC

.

NIC Governance
Document

=
i
=

means charges made or levied, or to be made or levied, on any
person by the licensee for the provision of services as part of
its Licensed Activity.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means the holder of a licence granted under section 7 of the
Act or section 6(1)(b) or (c) of the Electricity Act 1989.

means the risk benefit delivered or expected to be delivered by
an Asset Intervention and is calculated as the difference
between Monetised Risk values associated with the "without
intervention scenario” and the "with intervention scenario"
measured over a one-year period from the end of the Price
Control Period.

means:

(a) any person seeking connection, or significant alteration to
existing connection for the purpose of entering gas onto the
Distribution Network which is subject to the Economic
Test: or

(b) any person seeking connection, or significant alteration to
existing connection for the purpose of offtaking gas from
the Distribution Network with a maximum offtake capacity
in excess of 1500 standard cubic metres per hour, which is
subject to the Economic Test.

means the Network Innovation Allowance provided by Special
Condition 5.2 (RII0-23 Network Innovation Allowance).

means the arrangements known as the network innovation
competition established by Special Condition 11 (The Network
Innovation Competition) of this licence as in force on 31 March
2021.

means the total amount of funding authorised by the Authority
forthe licensee-and-other-Gas Transporter Licenseesin
’ t . .. . '
| | i. i] hich ¢l ]g_ 5 . 1]
amount-of NICFunding-from-the NTS-Operator-less-any
Funding Return-

means the document of that name maintained by the Authority
in accordance with Part B of Special Condition 7.7 (RIIO-GD1

network innovation competition}:) of this licence as in force on
31 March 2026.

The Network and Information Systems Regulations 2018, UK

law implementing the EU NIS Directive, which sets security

and incident reporting requirements for Operators of Essential
Services (e.g., energy, transport, water, health) and Relevant

Digital Service Providers (e.g., cloud services, online




MethodologyNRO

NOMs-Methodology

Non-intervention Risk
Changes

Noen-eperational-Capex
IT
Non-recoverable

Not Delivered

NTS
NTS Exit Flat Capacity

NTS Exit Flat Capacity
Costs

NTS Exit Flex Capacity

NTS Exit Flex Capacity
Costs

NTS Operator

Ombudsman Finding
Against The Licensee

marketplaces) to improve resilience against cyber and physical

threats.

Special Condition-7-6-(C) fthe RIO-1N |
Outputs)A NIS Responsible Officer (NRO) is a formally

designated individual within an Operator of Essential Services
(OES) who holds overall responsibility the OES’s compliance

with the NIS-R.forcomphancewith-the UK Nebwork gnd

inforceon31 March 2021
means the factors set out in the NARM Handbook that are

unrelated to the licensee’s Asset Interventions and impact the
licensee’s Outturn Network Risk Outputs.

basd] o \ i the RIGs.

| forri D C :
| by the i ¢ butions.

means where the licensee has not delivered the output as set
out in the relevant special condition in full or in part by the
relevant delivery date and does not intend to deliver the
output in full or in part at a later date.

has the meaning given to that term in the Network Code.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means the total costs incurred by the licensee for NTS Exit Flat
Capacity in respect of all NTS offtakes, less any revenues
received from the NTS Operator in respect of NTS Exit Flat
Capacity.

has the meaning given to the term “NTS Exit (Flexibility)
Capacity” in the Uniform Network Code.

the total costs incurred by the licensee for NTS Exit Flex
Capacity in respect of all NTS offtakes less any revenues
received from the NTS Operator in respect of NTS Exit Flex
Capacity.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means a decision by the Energy Ombudsman where the
licensee is required to:



Operational
Performance

Outturn Network Risk
Output

Outturn Workload Of
Tier 1 Mains
Decommissioned
Mains

Outturn Workload Of
Tier 1 Services Repex

(a) make a payment in respect of the relevant Distribution
Network everand-abevewhich is greater than that
previously offered to the complainant;

(b) change its processes beyond what it had previously
indicated to the complainant that it would; or

(c) both_(a) and (b)

as clarified in the RIGs.

is a measure of returns which includes totex and output
delivery incentive performance but excludes performance on
debt, tax, and the business plan incentive. It also excludes the
baseline allowed return on equity.

means alicensee's operational technology-and information
Systems Ehaé monitorand f .E}]m Ellphssml El;. 155.]5 and .

means the Monetised Risk Benefit delivered during the Price
Control Period through the licensee’s Asset Interventions and
derived so as to give a fair and accurate reflection of the
licensee’s delivery when compared against Baseline Network
Risk Outputs as part of the Authority’s assessment of the
licensee’s overall delivery of its Baseline Network Risk
Outputs.

means the volume of decommissioningDdecommissioning at a
Tier 1 Mains Decommissioned Workload Activity level as

delivered throughout the Price Control Period.

means the volume of services at a Tier 1 Services Repex
Workload Activity level as delivered throughout the Price
Control Period.

Outturn Workload means the value of the total volume of Ddecommissioning at a
Value of Tier 1 Mains Tier 1 Mains Decommissioned Workload Activity level as
Decommissioned delivered throughout the Price Control Period.

Parent Main

Partial DPLA Rollout

Partially Delivered

means the gas distribution main to which a new service
connection is being connected.

means the limited implementation of the Digital Platform for
Leakage Analvtics, either:

a) restricted to the observed measurement component
only, involving the deployment and use of in-field

sensor data for low pressure and medium pressure
networks and fixed and/or hand-held technologies at
above ground installations, without the inclusion of the
probabilistic modelling component for intermediate

pressure and high pressure networks:; or

b) an alternative form of implementation that is not the
Full DPLA Rollout.

means where the licensee has delivered some, but not all of the
output specified in the relevant special condition.



Partially Delivered
With Alternative
Specification

Partner Licensee

PCD Reporting
Requirements and
Methodology
Document

PCEM Guidanee

PCFM Variable Values

Pl

Pension Scheme
Established Deficit

Physical Security
Upgrade Programme

Planned Supply
Interruptions Element

Prepayment Meter
Installation

Prescribed Rates

means where the licensee has delivered a different
specification to that set out in the relevant special condition,
while achieving only part of the Consumer Outcome that
would have been achieved if the licensee had delivered the
output as set out in the relevant special condition.

means a Network Licensee or a different Distribution Network
of the same Network Licensee that has agreed to accept or
transfer responsibility for a CAM Activity.

means the document of that name issued by the Authority in
accordance with Part B of Special Condition 9.3 (Price Control

Deliverable Reperting Requirementsassessment principles and
MethodelegyDecumentreporting requirements).

3 : . .3 , . >
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means the values in the table of that name in the GB2GD3 Price
Control Financial Handbook.

megmsﬁ olye Ehﬁ““i. “h.*fh is-a-form-of Fl;ls fieused-for

means the difference between assets and liabilities,
determined at any point in time, attributable to pensionable
service up to the end of the 31 March 2013 and relating to the
Transportation Business under the Authority's Price Control
Pension Principles. The term applies equally if there is a
subsequent surplus.

means the programme of physical security investment at
Critical National Infrastructure sites assmandated by

goveramentUK Government, including the programme in place
at the start of the Price Control Period and any successor,
replacement, or additional programme designated by UK

Government during the Price Control Period.

means the element of the Customer Satisfaction Survey that
measures customer satisfaction in relation to planned supply
interruptions work carried out by the licensee.

. . . . . creqt
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means:

(a) business rates in England and Wales;
(b) non-domestic rates in Scotland; or

(c) any equivalent tax or duty replacing those rates that is
levied on the licensee in respect of its Licensed Activity.

he Loal | foctine the li ,
perfermancein-managing average systempressurecaleulated



Price Control
Deliverable

Price Control Pension
Principles

Price Control Period

Protect Directi

PRS

PSUP Solution
RAV

Rebased Baseline
Network Risk Output

Rebasing

Recovered Revenue

! in i ] .
means the outputs, delivery dates and associated allowances in
Special Conditions 3.2-te, 3.4;-3:6, 3.79, 3.10-te, 3.1311, 3.2019,
3.2223,3.24, 3.25+e, 3.3427, 3.28, 3.29, 3.30 and 93423.31.

means the principles set out in the Authority’s guidance note
on price control pension principles issued as Appendix 3 to the
decision letter, ‘Decision on the Authority's policy for funding
Pension Scheme Established Deficits’ dated 7 April 2017.

means the period of five Regulatory Years commencing on 1
April 26212026.

means pressure reduction stations that are installed on gas
networks to reduce and control gas pressures.

geve{:nmem—.

means regulatory asset value.

means a Baseline Network Risk Output that has been revised
to give effect to a modified NARM Methodology as approved
under paragraph 9.2.9 of Special Condition 9.2 (Network Asset
Risk Metric methodology}pending-the Authoritys-approval).
If approved by the Authority, the Rebased Baseline Network
Risk Output will supersede the Baseline Network Risk Output
for the purpose of Special Condition 3.1 (Baseline Network
Risk Output).

means the process of modifying the Baseline Network Risk
Output as set out in Part C of Special Condition 3.1 (Baseline
Network Risk Outputs).

has the meaning given to that term in Part B of Special
Condition 2.1 (Revenue restriction).



Recovered Revenue
Billed Basi

Regulatory Financial
Performance Reporting

Regulatory Reporting

Pack

Regulatory Year

Related Undertaking

RelevantMetering
Special Conditi

Relevant Premises

Relevant Shipper

Relevant Special
Condition

Relevant Valuation
Agency

Remote Pressure

Management
Equipment

Re-opener

has 4] . : | i1 Part B of Special
Condition 2.1 (R iction) inclusi £ Bad Del
lefined Part Lof Special Condition 2.1 (R iction).
means the reporting template and associated guidance of the
same name that the licensee is required to submit to the

Authority in accordance with the RIGs.

means the reporting templates published by the Authority that
must be completed and submitted by the licensee each
Regulatory Year in accordance with the RIGs.

means a period of twelve months commencing on 1 April at
05:00 and ending on the following 1 April immediately before
05:00.

}gms E;.*E. mea!;;u&g th SRE0 Ehaz EIE“" o SEE”.*EIE? .El Special
m;;ms. ESEF;E cial ;1 E;;Ehm.“ ; }E Res H; on-ofprices i respect

means:

(a) any premises connected to a system to which this licence
relates which was an Independent System on the 31st
March 26212026 and which remains an Independent
System; and

(b) any premises subsequently connected, in pursuance of
section 10 of the Act, to a system to which this licence
relates which was an Independent System on the 31st
March 20212026 and which remains an Independent
System.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means Special Condition 2.1 (Revenue restriction), together
with such of the Special Conditions of this licence as is
ancillary to the operation of the provisions of Special Condition
2.1 to which a Disapplication Request under Special Condition
9.67 (Disapplication of Relevant Special Conditions) relates.

means:

(a) the Valuation Office Agency in England and Wales; and
(b) the Scottish Assessors Association in Scotland.

{e}aremote pressure management system-orequivalent;
" ted . - and

{d} apressureloggerorequivalent

means the mechanisms created by:

(a) Special Conditions 3.3, 3.4, 3.6,3.7,3.8,3.913, 3.14, 3.15
3.16, 3.17-+e, 3.24520, 3.22 and_3.26;
(b) Parts €andC and-b of Special Condition 3.2 (Cyber

resilience eperational technologyyRe-epener;-Price Control
Deliverable, cyber resilience Re-opener, and use it or lose it

adjustment)Parts-Cand-b-of Special Condition 33-{Cyber




Re-opener Guidance
and Application
Requirements
Document

Repeat Complaint

Repex

Repex Related HSE
Policy Area

Resilience Activity

resilience-informationtechnology Re-opener(CYt CYREL,
CYUt)); and

(] Price-ControlDebiverable} Parts Cand-B-of Special
Condition-3-4-{Physical security Re-openerand-Price
GControl Deliverable}-Part C of Special Condition 3.6{Net
zero-Re-openerand-30 (Mandated category 3 security Price
Control Deliverable},RPart-C-of Special-Condition3-7{Nen-
operationall T CapexRe-opener-and Price-Control
Deliverable}:.and Re-opener (MDSt)).

means the document of that name issued by the Authority in

accordance with Part B of Special Condition 9.4 (Re-opener

Guidance and Application Requirements Document).

means a Complaint where the customer makes contact to
express dissatisfaction with the same or substantially the same
matter that was the subject of a previously Resolved Complaint
within a 12 month period, as may be further clarified in the
RIGs.

means replacement expenditure related to the long term
programme of work to replace old and deteriorating mains,

risers and services-with-plastic pipes-.
means-a-changein-:

(a) government policy related to Repex including under any of
the following pieces of legislation:

(i) the Pipeline Safety Regulations 1996 Regulation
13A;

(ii)  the Gas Safety Management Regulations 1996;

(iii)  the Pressure System Safety Regulations 2000; and

(iv) _ the Health and Safety at Work etc Act 1974, or
(b) an established HSE enforcement policy related to Repex.
means an activity undertaken by the licensee in response to

changes to engineering standards, climate resilience, resilience

standards, or emergency protocols and as result of changes in
UK Government policy, including:

(a) recommendations made by the ISOP and endorsed by UK

Government ; or

(b) actions arising from the National Risk Register that impact

the licensee’s network and relate to:

(i) System Failures; or

(ii) Natural and Environmental Hazards, and other
risks requiring resilience measures, where

mandated by the UK Government to maintain
security of supply or protect Ceritical Nrational

linfrastructure.




Resolved Complaint

RIGs

RIIO Principles

T
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means a Complaint in respect of which there remains no
outstanding action to be taken by the licensee, as may be
further clarified in the RIGs.

means the document published by the Authority in accordance
with Standard Special Condition A40 (Regulatory Instructions
and Guidance).

means the principles for the assessment of business plans set
out in the document entitled “Decision on strategy for the next
gas distribution price control” (Ref 47/11) published by the
Authority on 31 March 2011.

Network Output

means the arrangements established by Special Condition 1H
Fhe5.2 (RIIO-2 Network Innovation Allowance) of this licence
as in force on 31 March 206212026.

means-the networkreplacement-outputsassetoutinTable 1
0 Y of this o o 31 March 2021



RII0-12 NIA
Governance Document

RHO-1NOMs
Prineio]

RII0-23 Final
Determinations

RIIO-23 NIA
Governance Document

RIIO-23 NIA Projects

RII0-6B2GD3 Outputs
and Mechanisms

Risk Score

means the document issued by the Authority in accordance
with Part EC of Special Condition +H{Fhe5.2 (RII0-2 Network
Innovation Allowance) as in force on 31 March 20212026.

a A 'a on-6-Pacambe

means the documents published by the Authority on 84
December 2020-(and-subsequentlyupdated-on3-Eebruary
20212025 setting out the Authority's decisions in relation to
the Price Control Period.

means the document issued by the Authority in accordance
with Part €B of Special Condition 5.2 (The-RI10-23 Network
Innovation Allowance).

means those projects undertaken by the licensee that appear
to the Authority to satisfy such requirements of the RI10-23
NIA Governance Document as are necessary to enable the
projects to be funded under the provisions of Special Condition
5.2 (RIIO-23 Network Innovation Allowance).

od Ei'] beoi i | Anril 2013,

e t] b the EPNES. during the Price.C | Period,
in A tix 1 to Special Condition 314 (Fuel P

means the licence obligations and-outputs and mechanisms

that the licensee is funded-and, incentivised and committed to

deliver during the Price Control Period.

means a GDN-specific risk score relating to Tier 2 mains as
determined by the Mains Risk Prioritisation System common
methodology.



RPEs

Senior Accounting
Officer

has the meaning given to the term “Real Price Effects” in
Appendix1te the GB2GD3 Price Control Financial Handbook.

has the meaning given to that term in Schedule 46 to the
Finance Act 2009, as amended from time to time.

Occupancy
BuildingsSenior
Accounting Officer
Certificate (SAO2)

Service GovernorSeven
Day Repair Metric

SGN Group

Shrinkage

Shrinkage And Leakage
Model

SIF Directly
Attributable Costs

SIF Disallowed
Expenditure

SIF Fundin

Multiple- Oceupaney Buildings:means the certificate provided

to H.M. Revenue and Customs by the Senior Accounting Officer
of the licensee in accordance with Schedule 46 to the Finance

Act 2009. This document may be redacted to remove details of
entities other than the licensee.

\ : . Lt ¢ ¢
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means the percentage of outstanding gas repair jobs that are
fully resolved within seven calendar days from the date they

were reported or identified.

means Southern Gas Networks plc and Scotland Gas Networks
plc.

means gas lost from a Distribution Network due to Leakage,
theft and gas used for operational purposes.

means a controlled spreadsheet utilising a combination of
asset based calculations that determine overall gas losses from
a Distribution Network, whose main components are: low
pressure mains and services, medium pressure mains, metallic
mains replacement, system pressure data, mono-ethylene
glycol treatment, numbers of governors and other above

ground installations, venting related to above ground

installation operation, interference damages, theft of gas and
own use gas.

means costs relating to the maintenance and management of
intellectual property generated through Eligible SIF Projects
undertaken by the licensee that have not been otherwise
remunerated by Network Charges, Directly Remunerated
Services or the SIF Funding Mechanism.

means any revenue received by the licensee from the NTS
Operator under the SIF Funding Mechanism that the Authority
determines has not been spent in accordance with the
applicable provisions of the SIF Governance Document or the

terms of the relevant SIF Project Direction.
means the proportion (if any) of the total amount of funding

raised by the NTS Operator in accordance with the SIF Funding
Mechanism that the Authority determines is to be allocated to
the licensee in respect of its Eligible SIF Projects, as adjusted
by the amount of any SIF Funding Return




SIF Funding means the mechanism by which the licensee receives the
Mechanism amount of authorised SIF Funding in any Regulatory Year from
the NTS Operator, less any SIF Funding Return.

SIF Funding Return means the total amount, in respect of the licensee, of any
amounts arising under the SIF Funding Return Mechanism.

SIF Funding Return means a mechanism which provides for payments to be made
Mechanism by the licensee to the NTS Operator, in each case to such extent

if any) as may be relevant, of:
(a) SIF Halted Project Revenues;
(b) SIF Disallowed Expenditure;

(c) SIF Returned Royalty Income; and

(d) SIF Returned Project Revenues.

SIF Governance means the document issued by the Authority under Part C of
Document Special Condition 9.11 (The strategic innovation fund)

SIF Halted Project means any revenues received by the licensee from the NTS
Revenues Operator under the SIF Funding Mechanism in respect of an

Eligible SIF Project which have not yet been spent, or
otherwise committed, at the time that the Authority requires
that project to be halted in accordance with the applicable
provisions of the SIF Governance Document or the terms of the
relevant SIF Project Direction.

SIF Project Direction means a direction issued by the Authority pursuant to the SIF
Governance Document setting out the terms to be followed in

relation to an Eligible SIF Project as a condition of its funding
under the SIF Funding Mechanism.

Shrinl M p M | Cas Conditioni od
| DN o t]  roducine Shrinl
volumes:




(a) aJ-revenues received by the licensee from the NTS
Operator under the SIF Funding Mechanism in respect of
an Eligible SIF Project that the Authority determines have
SH-Gevernanee not been spent, and where that project has been carried out
Decument in accordance with the applicable provisions of the SIF
Governance Document and/or the terms of the relevant SIF
Project Direction; or

b}-revenues earned from an Eligible SIF Project by the licensee
other than SIF Returned Royalty Income, that the Authority
determines are payable to customers

(b) meansrevenue-earned-from-intellectual property
Ll I Elicible SIE Proi | lean bt}



SIF Returned Project
Revenues

SIF Returned Royalty

Income

Simple Disconnection

Single-year Monetised
Risk

means revenue earned from intellectual property generated
through Eligible SIF Projects undertaken by the licensee, less
SIF Directly Attributable Costs, and that is payable to

customers under the SIF Funding Mechanism, as calculated in
accordance with the provisions of the SIF Governance

Document.

means a disconnection that only involves isolating the gas
service at the emergency control valve or at the higher
external termination point which is typically at the street or
external service pipes, without excavation.

means the Monetised Risk measured over a given one year
time period.



Small Net
ZereDecarbonisation
Projects

Small PRISmall
Decarbonisation

Projects Re-opener
Governance Document

Small Van

Smart Metering Roll-
eut-CostsSpecified
Amount

Specified Streetworks
CostsCost

means a project that: fa}is within the scope of paragraph

3.6:64.4 (a) to (d) of Special Condition 3.6(Netzere4 (Small
Decarbonisation Projects Re-opener);-and-Price-Control

Deliverable); and (b} .

(c)-the cost of which is less thanexceeds £1m but does not
exceed £100m-

dential Luction ] i |
gas-pressure-means the document issued by the Authority in
accordance with Part B of Special Condition 3.4 (Small

Decarbonisation Projects Re-opener).

means a van with a gross vehicle weight of no more than
2, 100kg.
y I 1 Lol ) 1y
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customer-or-gas-supplier:has the meaning given to that term in

Standard Special Condition A48 (Last Resort Supply: Payment
Claims).

means costs directly incurred, or expected to be incurred, by
the licensee as a result of complying with obligations or
requirements arising under any orders or regulations made
pursuant to Part 3 of the Traffic Management Act 2004 or, in
Scotland, the Transport (Scotland) Act 2019 or under any
other streetworks legislation applicable to the licensee
including:

(a) one-off set-up costs;
(b) permit fee costs;

(c) administrative costs arising from the introduction
of permit or lane rental schemes;

(d) costs arising from the introduction of permit
conditions;

(e) costs arising from changes to working practices
required by the introduction or alteration of any
code of practice applicable to the licensee;

(f) costs arising from lane rental charges levied on the
licensee by highway authorities;

(g) costs arising from changes to inspection fees
payable by the licensee;

(h) costs arising from changes to the requirements
imposed on the licensee in respect of highway
reinstatement;

(i) costs arising from the introduction of new
congestion charging schemes or changes to
existing ones; and



Stakeholder
Engagement Incentive
Guidanee

Standard Mains
Materials

Statutory Undertaker

Stent-Bag

Strategic Innovation
Fund (SIF)

Sueeessful Delivery
Reward

Supply-Meter
Installation

Supply Of Distribution
Network Services

Support Van

TariffC 1M .
AetivitiesSystem
Failures

(j) costs arising from ehanges-te-the requirements
imposed on the licensee in respect of the dispesal
of streetworks-excavation-waste materialnew
Street Works UK (SWUK) Material Classification

Protocol.

hed £el ntained by the Authori
: | ith Part B of Special Condition Z.9-(C} ¢
Lo RIO-GD1 Broad M ec Satisfact]
Ineentive):

means polyethylene or any similar polymer-based material
(other than polyvinyl chloride), any Fully Structural Lining
Solutions or steel that is provided with cathodic corrosion
protection.

means a person to whom a licence may be granted under
section 50 and section 109 of the New Roads and Street Works
Act 1991.
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the release-ofgas:
means the strategic innovation fund established by Special
Condition 9.4311 (The strategic innovation fund).

] | . . | i the NICG
Pecument

Lacd] o \ o the N K Code.

means the undertaking and performance for gain or reward of
engagements:

(a) in connection with the conveyance of gas through the
Transportation System;
(b) for the prevention of the escape of gas which has been
taken off the Transportation System; and
(c) relating to the acquisition of capacity rights, gas or gas
derivatives for the purpose of:
(1) the balancing of the Transportation System
through the acquisition or disposal of gas to

replace gas lost from the Transportation
System; and

facilitating constraint management.

: ded by the l listed.i
b 3 of Special Condition 9.10 (Restriction of prices

i i ivities}.means failures as

described in the National Risk Register, including failure of the
National Electricity Transmission System (NETS), regional

electricity network failure, failure of gas supply infrastructure,
simultaneous loss of fixed and mobile communications, loss of

positioning, navigation and timing services.




Tax Reconciliation

Tax Strategy

Third Party Damage
And Water Ingress
Costs

Threshold Risk Score

Tier 1 Main

Tier 1 Mains Baseline
Value

Tier 1 Mains
Decommissioned
Workload Activity

Tier 1 Service

Tier 1 Service
Intervention

Tier 1 Services
Baseline Value

Tier 1 Services Repex
Workload Activity

Tier 1 Stub

means the reconciliation between the licensee's Calculated Tax
Allowance and its Actual Corporation Tax Liability as reported

to the Authority as part of the GB2GD3 Price Control Financial

Model.

has the meaning given to that term in Schedule 19 to the
Finance Act 2016, as amended from time to time._This may be

the Tax Strategy of the wider UK corporate group, of which the
licensee is a member.

means payments made by the licensee in respect of:

(a) failures under regulation 7 of the Gas (Standards of
Performance) Regulations 2005 to meet the prescribed
standard of performance for restoration of supply
following interruptions resulting from third party damage
and water ingress.

(b) failures under paragraph 3.5 of Section | (Exit
Requirements) of the Network Code to make gas available
for offtake following third party damage and water ingress.

means the Mains Risk Prioritisation Score agreed between the

licensee and the HSE as part of the licensee's approved
programme under regulation 13 of the Pipelines Safety

Regulation 1996.

has the meaning given to it in the RIGs.

means the portion of Totex Allowance that represents the
funding for the Baseline Target Workload Of Tier 1 Mains
Decommissioned set out in Appendix 3 to Special Condition
3.10 (Tier 1 Mains decommissioned Price Control Deliverable).

means a specific category of Tier 1 Mains

decommissieningDdecommissioning activity, defined on the

basis of work type, material type and diameter band.

means a service pipe connected to a Tier 1 Main.

means remedial action taken on a Tier 1 Service in connection
with Tier 1 Mains decommissieningDdecommissioning work.

means the portion of Totex Allowance that represents the
funding for the Baseline Target Workload Of Tier 1 Services
Repex set out in Appendix 1 to Special Condition 3.11 (Tier 1
Services Repex Price Control Deliverable).

means a specific category of Tier 1 Service Intervention
activity, defined on the basis of intervention type.

means a short length of Tier 1 Main that is connected to a
parent main that is not a Tier 1 Main, which meet the criteria
for decommissioning under the Iron Mains Risk Reduction
Programme providing it meets the specifications in the
licensee’s policy and procedures for implementing and
managing their Approved Programmes.



Tier 1 Stubs
Decommissioned

Fime Value-of Money
AdjustmentTier 1

Stubs Investigated But
Not Decommissioned

Total NIA Expenditure

Totex Allowance

Totex Incentive
Mechanism

Totex Incentive
Strength

Transportation
Business

means Tier 1 Stubs which have been physically removed or
made safe by one of the following replacement designs:

(a) Insertion;

(b) Replacement by open cut;

(c) Remote foam bagging;

(d) Parent main cut-out; or

(e) Other approved replacement design.

Price Control Financial Handbookmeans instances where a

Tier 1 Stub has either:

(a) Been identified in off-site processes, but upon on-site
investigation (e.g. digging) has not been found, or

fe}(b) Has been found on-site, but has been determined to be
suitable, in alignment with HSE criteria, to be left in-situ.

means expenditure that satisfies the requirements of the RIIO-

23 NIA Governance Document and is partly recovered by the

licensee under thePart A of Special Condition 5.2 (RII0-23

Network Innovation Allowance).

means the sum of values under the heading“Fotex

allewaneeheadings “VariantTetex allowances” and “Non-

variant allowances” in the “Japut”LicenseeSelectinput” sheet of
the GB2GD3 Price Control Financial Model.

means the mechanism within the GBD2GD3 Price Control
Financial Model which provides for the licensee to bear a
specified share of any overspend, or retain a specified share of
any underspend, represented in either case by a difference
between:

(a) the licensee’s Totex Allowance; and

(b) the licensee’s Actual Totex-expenditure.

has the value for the relevant Distribution Network set out
below:

EoE: 50%

Lon: 50%

NW: 50%

WM: 50%

Northern Gas Networks Ltd: 4950%
Scotland Gas Networks plc: 4950%
Southern Gas Networks plc: 50%
Wales & West Utilities Ltd: 50%

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).



Transportation
Charging Statement

Transportation System

Twenty-Eight Day
Repair Metric

Uniform Network Code

Uniform Network Code
Transportation
Principal Document

Unplanned
Interruption

Unplanned
Interruption Excessive
Deterioration Level

Unplanned
Interruption Mean
Duration

Unplanned
Interruption Mean
Duration Penalty

Unplanned
Interruption Minimum
Performance Level

Unplanned Supply
Interruptions Element

Use It Or Lose It
Adjustment

means the statement referred to in paragraph 1 of Standard
Special Condition A4 (Charges — General

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means the percentage of outstanding gas repair jobs that are
fully resolved within twenty-eight calendar days from the date

they were reported or identified.

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means the document of that name published by the Joint Office
of Gas Transporters as amended from time to time.

has the meaning given to that term in the RIGs.

has the value set out in Appendix 1 to Special Condition 4.54
(Unplanned Interruption Mean Duration output delivery
incentive).

has the meaning given to that term in the RIGs.

means a penalty calculated under Part A of Special Condition
4.54 (Unplanned Interruption Overall Mean Duration output
delivery incentive).

has the value set out in Appendix 1 to Special Condition 4.54
(Unplanned Interruption Mean Duration output delivery
incentive).

means the element of the Customer Satisfaction Survey that
measures customer satisfaction in relation to unplanned
supply interruptions work carried out by the licensee.

means an adjustment to allowances where they have not been
spent, or have not been spent in a way that is efficient to:

hcensee s stated needs to maintain or improve its cyber

resilience with respect to the relevant NCSC CAF
Contributing Outcomes, in relation to Special Condition 3.2
E;i 1 Delj ”} . ) | gi_ !.l )
and{fE¥dH):

(b) develepingdevelop projects inpreparationforRe-epeners
inrelatiente in line with Special Condition 3.5 (NetZere

And-Re-epenerDecarbonisation Project Development
FunduUse ilt 60r lLose ilt allowance) and the
Decarbonisation Project Development UIOLI Governance



VCMA Governanece
DocumentValid Claim

VCMA Project

SituatiensVCMI
Governance Document

WAGE

Working Day

Zero Emission Vehicle
ZEV

Document which will not exceed the allowance provided;
and

{b3(c) develop projects in line with Special Condition 3.21

(Biomethane Distributed Entry Reinforcement use it or

lose it allowance) and the Biomethane UIOLI Governance

Document which will not exceed the allowance provided.
meanshas the decument-efmeaning given to that name-issued
by-the- Autherityterm in accordance-with-PartB-ofStandard
Special Condition 54-(Yulnerability-and-carben-meneoxide
allewanee}-A48 (Last Resort Supply: Payment Claims).

means a project that meets the eligibility criteria set out in the
VEMAVCMI Governance Document.

hasmeans the meaninggiventodocument of that termname
issued by the Authority in Standardaccordance with Part B of

Special Condition A3-{Pefinitions5.4 (Vulnerability and
Interpretationcarbon monoxide allowance).

] 1l weightod ¢ capital fortl

5 Jorived by the Authorit 1 11
GD2GD3 Price.C I Einancial Hondbook

has the meaning given to that term in Standard Special
Condition A3 (Definitions and Interpretation).

means a vehicle that emits no carbon dioxide or other targeted
greenhouse gases at the exhaust.



Chapter 2: Revenue restriction

Special Condition 2.1 Revenue restriction (AR

Introduction

2.1.1  The purpose of this condition is to ensure-thatplace obligations on the licensee sets
in relation to the setting of Network Charges-te-aim-terecoverno-more-than
Allowed Revenue.

2.1.2  This condition also establishes the definition of Recovered Revenue (RR:) and
provides the formulae for the calculation eftheterm-AR«{thefor Allowed Revenue

term)-(AR¢).
Part A: Licensee’s obligation when setting Network Charges

2.1.3  The licensee must, when setting Network Charges, use its best endeavours to
ensure that Recovered Revenue doeesnoetexeeedequals Allowed Revenue.

214 The licensee must, when calculating the value of Allowed Revenue, use the latest
versions of the GD3 Price Control Financial Model and of the GD3 Price Control

Financial Handbook published by the Authority under Special Condition 8.1
(Governance of the GD3 Price Control Financial Instruments).

2.1.5 The licensee must publish on its website a copy of the GD3 Price Control Financial

Model containing the value of Allowed Revenue it used when setting Network
Charges for the Regulatory Year to which the relevant Transportation Charging

Statement relates. This must be published together with its final pricing notice
prepared in accordance with Standard Special Condition A4 (Charges - General).

2.1.6 The licensee must ensure that each copy of the GD3 Price Control Financial Model
remains on its website for at least five years.

Part B: Recovered Revenue term (RRt)

23+4—Recovered Revenue (RR:t) means the revenue derivedreceived by the licensee;net
of Bad-Debtas-derived-inaccordance-with-Part Hrem from Network Charges, for
the Supply of Distribution Network Serv1ces to gas shippers, in respect of its
Licensed Activity-an Ag g

net of engagements:

2352.1.7  Bad Debt as derived in eennectionaccordance with the-cenveyaneePart H of
gas-through-the Transpertation-System;this condition.

Part C: Formula for calculating the Allowed Revenue term (ARt)

2162.1.8 The value of ARt is derived in accordance with the following formula:



PI
AR, = ADJR:+ KR, ———— + K, + FP, + LAR,
Ply023/24

where:
R; means Calculated Revenue and is derived in accordance with Part
D of this condition;
Pl means the price index term and is derived in accordance with Part

E of this condition;

ABIRzPl50,3/24 Mmeans adjustedrevenue-asissued-to-the licensee by-the-Authority
herationPrecessprice index term for the GBD2Price-Control
Finanecial Model)priorto-the startef Regulatory Year &

commencing on 1 April 2023 and is derived in accordance with
Part E of this condition

FP, means the forecasting penalty and is derived in accordance with Part
G of this condition;
K; means the K Correction term and 1s derived in accordance with Part
HF of this condition; and
LAR; means the legacy adjustments term and is derived in accordance

with Special Condition 7.1 (Legacy adjustments to revenue).

Part D: F laf leulating Adiusted R (ADJR:)
217 The value ofADJR.is derived. , itk the following formula:

Part E:Part D: Formula for calculating the Calculated Revenue term (Rt)
2-182.1.9 The value of Rt is derived in accordance with the following formula:

R, = FM, + PT, + DPN, + RTN, + RTNA, + EIC, + DRS, + CSUB, + ODI, + BPI, + ORA,
+ TAX, + TAXA, + RPA,

where:

EM: FM, means fast money and has the value ealeulatedset out in the
“Revenue” sheet of the GB2GD3 Price Control Financial Model;

PT; means the pass-through items term and is derived in accordance
with Special Condition 6.1 (Pass-through items);

DPN, means RAV depreciation and has the value ealewlatedset out in the
“Revenue” sheet of the GB2GD3 Price Control Financial Model;

RTN, means return and has the value ealeulatedset out in the “Revenue”
sheet of the GD2GD3 Price Control Financial Model;
RTNA; means return adjustment and is derived in accordance with Special

Condition 2.3 (Return Adjustment);



EIC; means the allowance for equity issuance costs and has the value
calewlatedset out in the “Revenue” sheet of the GB2GD3 Price Control
Financial Model;

PRS: DRS;  means Directly Remunerated Services and has the value calculated in
the “Revenue” sheet of the GB2GD3 Price Control Financial Model;

ESUB:.CSUB; means the cross-subsidy adjustment and has the value ealeulatedset

out in the “Revenue” sheet of the GB2GD3 Price Control Financial
Model;

ODI; means the total output delivery incentive term and is derived in
accordance with Special Condition 4.1 (Total output delivery

incentive performance);

BPIL- BPI; means the business plan incentive term and has the value set out in
the “Revenue” sheet of the GB2GD3 Price Control Financial Model;

wessthe Authoritydirectsotherwise under Speei-Condition 47

{Consumer-value propesition);;

ORA; means total other revenue allowances and is derived in accordance
with Special Condition 5.1 (Total other revenue allowances);

TAX; means the tax allowance and has the value ealenlatedset out in the

“"Revenue" sheet of the GB2GD3 Price Control Financial Model and

is further described in Chapter 6 of the GD3 Price Control Financial
Handbook; and

TAXA; means the tax allowance adjustment term and has the value zero,
unless the Authority directs otherwise wnderin accordance with
Special Condition 2.2 (Tax allowance adjustment).

RPA: means the revenue profiling adjustment, has the value set out in the

“Revenue” sheet of the GD3 Price Control Financial Model and may be
adjusted by the licensee with agreement from the Authority.

Part F:Part E: Formula for calculating the price index term (Plt)

2392.1.10  The value of Pl is the arithmetic average wvalae-of each of the twelve monthly
values of PIm from 1 April to 31 March within Regulatory Year t, derived in
accordance with the following formula:

A 202
CPIH . RPI
I#lm__r(gg—m-;_o%—yf_m;@% CPIH,,
Pl = CRIH RPL y Pl .
m e i m=1CcPIH
] CPIH ) . m-1
Pl —————if m > April 2021
k CPIH
where:
m refers to a year and month; and
RPL. means-the Retail Prices Indexfor-the yvearand month-m;and

€PIH»CPIH,, means the Consumer Prices Index Including Owner Occupiers'
Housing Costs for the year and month m.

Part G: AIP adjustment term (ADJ4)




Part H:Part F: Correction term (Kt)

2343432.1.11 For the-Regulatory ¥earYears commencing prior to or on 1 April 26262026,
the value of KK: is zero.

231442.1.12 For subsequentRegulatory Years.commencing after 1 April 2026, the value of
Kt is derived in accordance with the following formula:

Kt == (ARt—l - RRt_l)%%j%%(l + nomWACCt_l)

where:

RR:RR,

L

PRP:
nomWACC;

means Allowed Revenue. For Regulatory Years commencing on or
after 1 April 26212026 ARt is derived in accordance with Part C:

Eorthe Regulatory Year commencing-on1-April 2020-the value
SE AR ic derived 1 ith Part B of Special Conditi
1B(R . ¢ . € the Distributi

NetworkTransportationAetivity} of this licenee-asinforece-on
34+-Mareh202%condition;

means Recovered Revenue derived in accordance with Part B;
and

means-the-average value of SONIA;

means the penalrateprepertionnominal weighted average cost
of capital and has the value ef4;unlessset out in the Autherity
y | . 1 " 4] 2145
and“AllowedRevenueAR” sheet of the GD3 Price Control
Financial Model.



PRA. | | " derivedi 1 "

2.1.13 The value of PRA«K: is in nominal prices.
Part G: Forecasting penalty (FP:)

2.1.14 For Regulatory Years commencing prior to 1 April 2028, the value of FP: is zero.

2.1.15 For Regulatory Years commencing on or after 1 April 2028, the value of FP: is
derived in accordance with the following formula:

FP; = BRFP; + RRFP;
where:

BRFP, means the base revenue forecasting penalty and is derived in accordance
with paragraph 2.1.16; and

RRFP, means the Recovered Revenue forecasting penalty and is derived in
accordance with paragraph 2.1.19.

2.1.16 _The value of BRFP: is derived in accordance with the following formula:

. 1.15% if BR;_./BR,_, = 1.08
BRFP, = (BRy_y = BR{_;) X 5r———"BRFPA,_y X { ~1.15% if BR;_,/BR,_, <092
2023/24 0, otherwise

where:

BR: means the sum of the terms FM:, DPNt, RTN: and PT: set out in Part
D of this condition;

BR; means the sum of the terms FMt, DPN¢, RTN¢, PT: set outin Part D of

this condition, as at the time they were published for Regulatory
Year t by the licensee in accordance with paragraph 2.1.5; and

BRFPA; means the penalty adjustment and has the value of 1, unless the
Authority directs otherwise in accordance with paragraph 2.1.17.

2.1.17 The Authority will, following discussion with the licensee, direct a value for BRFPA:
which is not less than zero and not more than 1, if it is satisfied that differences

between the values of BRt and BR} were for reasons outside the reasonable control
of the licensee.

2.1.18 For the avoidance of doubt, differences between the values of BRt and BR} that are
due to the effect of inflation will be disregarded for the purposes of the penalty.

2.1.19 The value of RRFP:is derived in accordance with the following formula:

1.15% if AR;_;/RR;_; = 1.06
RRFP; = ((RRy_1 + BD;) — AR;{_{) X RRFPA;_{ X{—1.15% if AR;_;/RR;_, < 0.94
0, otherwise



where:

RR; means Recovered Revenue as set out in Part B;

RRAR{ is-derivedmeans the value of Allowed Revenue published by the
licensee in accordance with PartBparagraph 2.1.5; and

AR:RRFPA; is-derivedmeans the penalty adjustment and has the value of 1,
unless the Authority directs otherwise in accordance with Part
Eparagraph 2.1.20.

214362.1.20 The Authority will, following discussion with the licensee, direct a value for
PRP.RRFPA: which is not less than zero and not more than 1, if it is satisfied that
differences between ReeceveredRevenuethe values of RRt and Allewed Revenue
AR{_were for reasons outside the reasonable control of the licensee.

2.1.21 Where the Authority is satisfied that differences between the values of RRt and AR}
or BRt and BR}_arose for reasons outside the reasonable control of the licensee, the

Authority maywill use reasenable endeaveurste issue a direction under paragraph
2.1.17 or under paragraph 2.1.20 before the licensee has finalised the calculation of

Allowed Revenue for Regulatory Year t+1.

2.1.22 Before making a direction under paragraphs 2.1.17 or 2.1.20 the Authority will
publish on the Authority’s Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction,

which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

2.1.23 The value of FP: is in nominal prices.
Part}:Part H: Formula for calculating the Bad Debt term (BDx)

24372.1.24 23116-The value of the BDterm is derived in accordance with the following
formula:

BD, = BDA; —RBD;
where:

BDABDA; means the aggregate value of Bad Debt the licensee has
incurred or expects to incur, inclusive of COVID-19 Bad
Debt, with respect to Network Charges owed to the licensee
by one or more Defaulting Gas Shippers, less the interest
income accrued at the default rate set out in the Uniform
Network Code net of WAEEnomWACC with respect to the
COVID-19 Scheme; and

RBD:RBD, means the aggregate value of Bad Debt previously
recovered, inclusive of COVID-19 Bad Debt, by the licensee
via the BDA: term, where the licensee has received-cash
threugh-eitherbeen paid by the Defaulting Gas Shipper or
been credited by the administrator or liquidator of a
Defaulting Gas Shipper.



Special Condition 2.2 Tax allowance adjustment (TAXAy)

Introduction

2.2.1

2.2.2

2.2.3

The purpose of this condition is to establish a process for setting the value of the
term TAXA: (the tax allowance adjustment term), which contributes to Calculated
Revenue in Special Condition 2.1 (Revenue restriction).

The effect isto ad]ust Calculated Revenue, if requ1red %Hew&rg—a—revwef

and %sAet&al—Gerperatreﬂ—Ta*L%Wm accordance W1th Chapter 6 of the
&B2GD3 Price Control Financial Handbook.

This condition also explains the process the Authority will follow when directing
any change in the value of TAXA: as a result of the tax review.

Part A: Undertaking a tax review

2.2.4

2.2.5

The Authorlty may undertake a tax review eﬁanmaterral—eme*pl—amed—d#ﬁereﬂees

L+ab+hty—1n accordance w1th Chapter 6 of the &b2GD3 Price Control F1nanc1al
Handbook.

Where the Authority notifies the licensee that it has decided to undertake a tax
review and gives the reasons for that decision, the licensee-must:Authority may
procure the services of an Appropriately Qualified Independent Examiner to carry

out the formal tax review in accordance with Chapter 6 of the RHO-GD3 Price
Control Financial Handbook and to provide its written findings to the Authority

within a reasonable time frame. Where the Authority has procured the services of
an Appropriately Qualified Independent Examiner, the licensee must:

(a) preeureanprovide the Authority and the Appropriately Qualified Independent

Examiner with access to any relevant information that they may require to
examine the differences between the licensee’slicensee's Calculated Tax

Allowance and its Actual Corporation Tax Liability; and send-arepoertte-the
Autherity;
{b}carry out any reasonable steps spec1f1ed by the Authorlty fersucha

Autheﬂt}#ast&theterm&ef—appemtmeﬂt—ef—theor the Approprlately Quallfled

Independent Examiner;

tg3(b ] ehsare—t-hat— for the gurgoses of the Appreprratel—y—Qaah—ﬁed

2-2-6——Following reeeiptcompletion of the Approepriately-Qualified Independent

2272.2.

Examiner'sreportreview the Authority wilk:

{a)may direct anyan adjustment to the value of the TAXA: term thatiteconsiders

should-be made-taking-account-oef the repeortif required, in accordance with
Chapter 6 of the GBD2GD3 Price Control Financial Handbook;-and

specifying the Regulatory Years to which that adjustment relates.



Part B: WhatThe process will-the-Authority follow-in-for making a direction?
22-82.2.7 Before making a direction under paragraph 2.2.6, the Authority willmust send

to the licensee and publish on the Authority's website:
(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a-a_statement setting out the period during which representations on the
proposed direction may be made, which will retbe lessthanup to 28 days

unless the Authority determines that a longer period is appropriate.

Special Condition 2.3 Return Adjustment (RTNA)

Part A: Introduction

2.3.1  The purpose of this condition is to calculate the term RTNA: (the return adjustment
term), which feeds into Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

2.3.2  The effect of this condition is to adjust Calculated Revenue following a review of
Operational Performance after the Price Control Period.

2.3.3  Italso explains the process the Authority will follow when directing any change as a
result of the review.

Part B: Undertaking a review of Operational Performance

2.3.4  After the Price Control Period, the Authority will undertake a review of Operational
Performance.

2.3.5 Following its review, the Authority will direct any adjustment to the value of the
term RTNA: in accordance with the method set out in Parts B and C and any further
applicable explanation or elaboration within the GB2GD3 Price Control Financial
Handbook.

Part C: Formulae for calculating the return adjustment term (RTNA¢)

2.3.6  The value of RTNAt is derived in accordance with the following formula:

RAVL (1 —6) P g RAVD (1 — &)
HENA = RENR- CTVIIEY: 202526 RTNA;
£=2021/22 £=2021/22
RAVL, - (1—-G) Z?Sﬁéi}mRAVDt (1-6)
= RTNR '22030/31 RAVL, -(1—G) ' $203073L payi (1 _ )
t=2026/27 t t=2026/27 t
where:

RTNR  means the return adjustment for the licensee over the Price Control
| Period, derived in accordance with paragraphs 2.3.7.7 and 2.3.8;

RAVD: means the RAV value for the Distribution Network derived in
| accordance with the GB2GD3 Price Control Financial Model;

RAVL: means the RAV value for the licensee and has the value derived in
| accordance with the GB2GD3 Price Control Financial Model; and

G means notional gearing, and has the value of 60%.



2.3.7

Where Operational Performance is equal to or greater than zero, the value of RTNR
is derived in accordance with the following formula:

2030/31
RTNR = z RAVL, - (1—G) -
t=£%y%rg—s-)zozs/z7

[ —MAXCMINCOPP T2 —T1H0) - ART — MAX(OPP —T2,0) - AR2-|(—MAX( MIN(OPP,T2)

2.3.8

—T1,0)- AR1 — MAX(OPP — T2,0) - AR2)

where:

RAVL: means the RAV value for the licensee and has the value derived
in accordance with the GD2GD3 Price Control Financial Model;
and

G means notional gearing, and has the value of 60%;

opPpP means the Operational Performance value for the licensee, in
percentage terms, over the Price Control Period and has the
value derived in accordance with the GD2GD3 Price Control
Financial Model;

T1 means threshold 1, and has the value of 3%;

T2 means threshold 2, and has the value of 4%;

AR1 means adjustment rate 1, and has the value of 50%; and

AR2 means adjustment rate 2, has the value of 90%.

When Operational Performance is less than zero, the value of RTNR is derived in
accordance with the following formula:

2030/31
RTNR = Z RAVL, -(1-G) -

t—z%‘“’%*%_ggz o RAVL+(1—6)2026/27

I MAX (MIN{(—QPP. T2} —T10)-(MIN(—OPP,T2) —T1,0)-AR1
+ MAX{—QPP—T2,0)(—OPP —T2,0) - AR2})

where each term has the meaning given in paragraph 2.3.6Z and 2.3.7.

Part D: The process for making a direction
2.3.9

Before making a direction under paragraph 2.3.5, the Authority will publish on the
Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations on the proposed direction may be made,

which will retbelessthan28-daysbe up to 28 days unless the Authority
determines that a longer period is appropriate.

2.3.10 A direction under paragraph 2.3.5 will set out the value of the RTNA: term and the

Regulatory Years to which that adjustment relates.



Chapter 3: Totex Allowance adjustments

Special Condition 3.1 Baseline Network Risk Outputs (NARM;)

Introduction

3.1.1  This condition specifies the value of the term NARM: (the Baseline Allowed NARM
Expenditure term), which contributes to the calculation of the Totex Allowance.

3.1.2  The purpose of this condition is to:
(a) set out the Baseline Network Risk Outputs that the licensee is funded to

deliver;

(b) provide for a mechanism to adjust funding and for the application of a penalty
in certain circumstances;

(c) provide for the Rebasing of Baseline Network Risk Outputs; and

(d) require the licensee to provide a close out report.
3.1.3  This condition also establishes:

(a) the NARM Handbook; and
(b) the Network Asset Risk Workbook; and

(c) arobust and transparent change control framework for those documents.
Part A: Value of the Baseline Allowed NARM Expenditure term (NARM;)
3.1.4  The value of NARM: is set out in Appendix 1.
3.1.5 [Notused]
Part B: Requirement to deliver Baseline Network Risk Outputs

3.1.6  The licensee is funded to deliver, by the end of the Price Control Period, its Baseline
Network Risk Outputs as set out in Appendix 1.

3.1.7  Where the Outturn Network Risk Outputs are different to the Baseline Network
Risk Outputs, any funding adjustments and penalties will be calculated by the
Authority in accordance with the NARM Handbook and using the data in the
Network Asset Risk HardbeekWorkbook.

Part C: Rebasing of Baseline Network Risk Outputs

3.1.8  The licensee must, when submitting Rebased Baseline Network Risk Outputs in
accordance with Part C of Special Condition 9.2 (Network Asset Risk Metric
methodology};) ensure that the Rebased Baseline Network Risk Outputs are:

(a) calculated using the NARM Methodology as approved under paragraph 9-2-132
9.2.12 of Special Condition 9.2;

(b) representative of the same assumed volume and type of intervention for each
NARM Asset Category as assumed in the setting of the Baseline Network Risk
Outputs;

(c) Equally Challenging as the Baseline Network Risk Outputs; and
(d) in the same format as the Network Asset Risk Workbook.
3.1.9  Where the licensee proposes Rebased Baseline Network Risk Outputs in accordance

with Part C of Special Condition 9.2, the Authority will consider the proposal and by
direction:



(a) approve it, in cases where the Rebased Baseline Network Risk Outputs meet
the criteria in paragraph 3.1.8;

(b) approve it with adjustments, in cases where the adjustments are necessary to
enable the Rebased Baseline Network Risk Outputs to meet the criteria in
paragraph 3.1.8; or

(c) reject it, in cases where the Rebased Baseline Network Risk Outputs do not
meet the criteria set out in paragraph 3.1.8 and the Authority is unable to
adjust them to make them satisfy those criteria.

3.1.10 Before issuing a direction under paragraph 3.1.9, the Authority will publish on the
Authority’s Website:

(a) the text of the proposed direction;

(b) the date on which the Authority intends the proposed direction to come into
effect;

(c) the reasons for the proposed direction; and

(d) a period during which representations may be made on the proposed direction,

which will nret-beless-than28-daysbe up to 28 days unless the Authority

determines that a longer period is appropriate.

3.1.11 Where the Authority approves Rebased Baseline Network Risk Outputs under
paragraph 3.1.9(a) or (b):
(a) the Rebased Baseline Network Risk Output will supersede the Baseline
Network Risk Outputs for the purposes of this condition; and
(b) the direction under paragraph 3.1.9(a) or (b) will modify Appendix 1 to reflect
this.
Part D: Requirement to provide a closeout report

3.1.12 Onoerbefore31October 2026, The licensee must provide to the Authority a report,
together with detailed supporting evidence, which-setssetting out the
fellewing:requested information in (a) to (e) below of this condition. The report
should be provided on or before 31 October 2026 for RIIO-2 and on or before 31
October 2031 for RIIO-3. The requested information is:

(a) the licensee’s Outturn Network Risk Outputs and a breakdown of those Outturn
Network Risk Outputs in the manner specified by the Authority by direction
under Standard Condition A40 (Regulatory Instructions and Guidance);

(b) the costs incurred by the licensee in delivering its Outturn Network Risk
Outputs and a breakdown of those costs in the manner specified by the
Authority by direction under Standard Condition A40 (Regulatory Instructions
and Guidance);

(c) details of any Non-intervention Risk Changes, including the associated impact
on Baseline Network Risk Outputs or Outturn Network Risk Outputs;

(d) justification cases for any portions of over-delivery or under-delivery against
Baseline Network Risk Outputs that the licensee considers to be justified; and

(e) details of any portions of over-delivery or under-delivery against Baseline
Network Risk Outputs that the licensee considers qualify as ‘clearly identifiable
over-delivery’ or ‘clearly identifiable under-delivery’ as per the criteria set out
in the NARM Handbook.

Part E: The NARM Handbook
3.1.13 The NARM Handbook forms part of this condition.



3.1.14

3.1.15

3.1.16

3.1.17

3.1.18

The Authority will publish the NARM Handbook on the Autherity¥sAuthority's
Website.

The Authority may make modifications under this Part at any time during the Price

Control Period, but only when it becomes aware of modifications of the type set out
in paragraph 3.1.16 that if made would improve the clarity or usefulness to users of
the NARM Handbook.

The following categories of modifications may be made under this Part:

(a) formatting changes such as re-numbering of paragraphs, capitalising defined
terms, renaming or re-ordering of sections;

(b) deleting irrelevant material such as transitional provisions that have expired;

(c) updates such as to dates, version numbers of documents, titles of re-enacted
legislation and re-named bodies;

(d) consequential changes required to reflect modifications made to the special
conditions of this licence such as amendments made to Appendix 1 or the
Network Asset Risk Workbook;

(e) correction of manifest errors; and
(f) changes to the guidance provided by the NARM Handbook.

Before amending the NARM Handbook by direction, the Authority will publish on
the Authority’s Website:

(a) the text of the amendedproposed amendments to the NARM Handbook;

(b) the date on which the Authority intends the amendedproposed amendments to
the NARM Handbook to come into effect;

(c) the reasons for the proposed amendments to the NARM Handbook; and

(d) a period during which representations may be made on the proposed
amendments to the NARM Handbook, which will ret-be less-thanup to 28 days:
unless the Authority determines that a longer period is appropriate.

The Authority will ensure that any modifications of the NARM Handbook, whether
under this Part or otherwise, are promptly incorporated into a consolidated version
of the NARM Handbook maintained on the Authority’s Website.

Part F: The Network Asset Risk Workbook

3.1.19
3.1.20

3.1.21

3.1.22

The Network Asset Risk Workbook forms part of this condition.
The Authority will:

(a) send to the licensee the Network Asset Risk Workbook; and
(b) publish a redacted version of the Network Asset Risk Workbook on the
Authority’s Website.

The Authority may make modifications under this Part at any time during the Price

Control Period, but only when it becomes aware of modifications of the type set out
in paragraph 3.1.22 that if made would improve the clarity or usefulness to users of
the Network Asset Risk Workbook.

The following categories of modifications may be made under this Part:

(a) formatting changes such as re-numbering of paragraphs, capitalising defined
terms, cell labelling, renaming or re-ordering of sections or worksheets;

(b) deleting irrelevant material such as transitional provisions that have expired;



(c) updates such as to dates, version numbers of documents, titles of re-enacted
legislation and re-named bodies;

(d) consequential changes required to reflect modifications made to the special
conditions of this licence such as amendments made to Appendix 1 or the

NARM Handbook; and
(e) correction of manifest errors.

3.1.23 Before amending the Network Asset Risk Workbook by direction, the Authority will
publish on the Authority’s Website:

(a) the amendedproposed amendments to the Network Asset Risk Workbook;
(b) the date on which the Authority intends the proposed amended Network Asset
Risk Workbook to come into effect;

(c) kethe reasons for the proposed amendments to the Network Asset Risk
Workbook; and

(d) a period during which representations may be made on the proposed
amendments to the Network Asset Risk Workbook, which will retbe less

thanup to 28 days unless the Authority determines that a longer period is
appropriate,

3.1.24 The Authority will:

(a) ensure that any modifications of the Network Asset Risk Workbook, whether
under this Part or otherwise, are promptly incorporated into a consolidated
version of the Network Asset Risk Workbook;

(b) send the consolidated version to the licensee; and
(c) maintain a redacted consolidated version on the Authority’s Website.

Appendix 1
Cadent East of England

Cumulative total of Baseline Network Risk Qutputs (REm*) and Baseline Allowed

NARM Expenditure (NARM;) for delivering Baseline Network Risk Qutputs (£m)

Cadent—Eastof England
Cumulative total of Baseline Network Risk

Baseli | Baseli | Baseli | Baseli | Baseli | Baseli

Outputs *) and Baseline-Allowed | D€ ne ne ne ne ne

Output (Rﬁm . . Allowe|Allowe |Allowe|Allowe [Allowe|Allowe
. ; : . ) & d d d d d d

Baseline Network Risk Outputs {£1) NARM | NARM | NARM | NARM | NARM | NARM

Baseline Baseline Allowed NARM Ex| Expen | Expen | Expen | Expen | Expen | Expen
Netweork diture, |diture,|diture, |diture, |diture, | diture
Risk-OQutput 2021 /22 2022/23  2023/2 exclud | exclud | exclud | exclud | exclud | exclud
(REmy ing | ing | ing | ing | ing | ing

2371 2540 2485 RPEs | RPEs | RPEs | RPEs | RPEs | RPEs
590 £m (Em) | (Em) | (fm) | (Em) | (Em)
)
2026/ 12027/ 12028/ {2029/ {2030/ |[RIIO-3
27 28 29 30 31 Total
372 |36:840.1416 |420 (409 |1984
378 7 TBC 452 |2 453 (459 [39.9 [216.5

* REm is the unit used to denote Monetised Risk values.




Cadent London

Cumulative total of Baseline Network Risk Qutputs (REm*) and Baseline Allowed

NARM Expenditure (NARMt) for delivering Baseline Network Risk Qutputs (£m)

Cadent-
London
Cumulative
total-of
Baseline
Network
Risk
OutputsOut
put (REm*}
and Baselin
eAllowed
NARM
Expenditure
INARMg-fe

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

NARM

Expenditure

,excluding
RPEs (£m)

NARM

Expenditure

,excluding
RPEs (£m)

NARM

Expenditure

,excluding
RPEs (£m)

NARM

Expenditure

,excluding
RPEs (£m)

NARM

Expenditure

,excluding
RPEs (£m)

NARM

Expenditure

,excluding
RPEs (£m)

2026/27

2027/28

2028/29

2029/30

2030/31

RIIO-3

Total

4222 TBC

49.7439

45.2-38.1

523379

50.3-35.8

484-36.1

245:9-191.8

* REm is the unit used to denote Monetised Risk values.

Cadent North West

Cumulative total of Baseline Network Risk Qutputs (REm*) and Baseline Allowed

NARM Expenditure (NARM;) for delivering Baseline Network Risk Qutputs (£m)



Cadent— Baseline Baseline Baseline Baseline Baseline Baseline
North-West | Allowed Allowed Allowed Allowed Allowed Allowed
Cumulative NARM NARM NARM NARM NARM NARM

totalof Expenditure, Expenditure, Expenditure, Expenditure, Expenditure, Expenditure,

Baseline excluding | excluding | excluding | excluding | excluding | excluding

Network RPEs (Em RPEs (Em RPEs (Em RPEs (Em RPEs (Em RPEs (Em

Risk
OutputsOQutp

ut (REm*}
and Baseline

Allowed

NARM
Evnanditura
l_ll\y\allul CUT U
{NARM } for-
delivering

Baseline

Network
Ricle Outnuta
TYTOIY uubyuba

{Em)-

Baseline
Netweork
Riclk Onutnut
PAVIS ALY U“‘-P“b

REM)-

10-06
)
2026/27 2027/28 2028/29 2029/30 2030/31 RIIO-3 Total
4882 TBC [32242.1 35244.3 405 45.9 35:942.8 36.041.3 1799 216.5

* REm is the unit used to denote Monetised Risk values.

Cadent West Midlands

Cumulative total of Baseline Network Risk Qutputs (REm*) and Baseline Allowed

NARM Expenditure (NARM;) for delivering Baseline Network Risk Qutputs (£Em)

West
Midlands
Cumulative
totalof
Baseline
Network

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

Baseline
Allowed

NARM

Expenditure,

excluding
RPEs (£m)

NARM

Expenditure,

excluding
RPEs (£m)

NARM

Expenditure,

excluding
RPEs (£m)

NARM
Expenditure

NARM
Expenditure,

NARM
Expenditure,

excluding
RPEs (£Em)

excluding
RPEs (£m)

excluding
RPEs (£m)




Risk Qutput 2021722 |2022/23- 2023/24 2024/25. 2025/26 .~

451 1488 1494 1600 1524 1490 76.0
)

2026/27 2027/28 2028/29 2029/30 2030/31 RII0-3 Total

2192 TBC 22.3 29.0 22.924.6 23:3-24.6 22.824.7 26.8-21.9 118.1124.8
* REm is the unit used to denote Monetised Risk values.

Special Condition 3.2 Cyber resilience operational-technology Re-
opener;-Price Control Deliverable, cyber resilience Re-opener, and

cyber resilience use it or lose it adjustment (CROT-and CROTRE:)(CY:
CYRE;, CYUy)

Introduction
introduction
3.2.1  The purpose of this condition is to calculate the terms EROTF:CY: (the cyber

resilience OF-baseline Price Control Deliverable term}and-EROTRE:), CYRE: (the
cyber resilience 6Fnon-baselineRe-opener term) and CYU: (the cyber resilience

use it or lose it allowance). These contribute to the calculation of the Totex

Allowance.

3.2.2 The effect of this condition is to:

(a) establishspecify in the Cyber Resilience 6TBaseline Allowances Table (in
Appendix 1) the cyber resilience baseline allowances;

(b) establish-the Cyber Resilience- OTPED-Table, which-speeifiesspecify the outputs, delivery

dates and associated allowances for eyberresilience-inrelationto-0T;the Price Control
Deliverables in the Cyber Resilience PCD Table (in Appendix 2);4a-the-instance-efCVt

A ratha i a a a a N a 1 1N nce-with QeCIfEZ th
assoc1ated allowances for the cy_ber re5111ence use it or lose itin the C;gber Resilience 6T
PCDUIOLI Allowances Table: (in Appendix 4);

(d) require-the licensee-to-submitestablish that the allowances for QL use it or lose it

have achieved the intended cyber resilience in terms of needs;:

{d)-establish a €yberResilience-OT Plan-atthe startof the Price-Control Period;

{e)establish-Re-epenersopener mechanism for the licensee and the Authority to
trigger amendments to the Cyber Resilience OFBaselineRe-opener Allowances

Table (in Appendix 3) and the Cyber Resilience 6FPED-TablePCD TablePrice
Centrel Peliverables, during the Price Control Period;

{g—}LfgprOVIde for aﬂ—assessmenbef—delweﬁ%mdepﬂﬂs—eew}en—memdmg—a Use It Or Lose

It Adjustment-; and

(g) provide for an assessment of the Price Control Deliverables.



3.2.3  This condition also sets out the process the Authority will follow when directing

any changes under paragraph-3-2-8,paragraphs 3:2.16,0r10;3.2.11{e}, 3.2.12,
3.2.14and 3.2.153241-3 212 3 2 17 and 3218 Part Eand [

Part A: Formulae for calculating the cyber resilience OT-baselinePrice Control
Deliverable term (CROT+)-andCY3}), the cyber resilience OF-hon-baselineRe-opener

term (CROTRE:CYRE;:) and the cyber resilience use it or lose it allowance term
(CYUs)

3.24  The value of EROTF:LYt is derived in accordance with the following formula:;

CYr = CYAr - CYRA:

where:

CYA: has the value set out in the Cyber Resilience Allowances Table {fAppendix
4); and

CYRA: has the value zero unless otherwise directed by the Authority in

accordance with paragraph 3.2.16 3217,

3.2.5  The value of GROTRELYREt is derived in accordance with the following formulas;

CYRE: = CYOr - CYRO:

CROTRE. — CROTO. — CROTRO

CYO: means has the value set out in the Cyber Resilience Re-opener
Allowances Table directed by the Authority as a result of the

circumstances set out in paragraph 3.2.9 3-=2.10; and

CYRO: has the value zero unless otherwise directed by the Authority in
accordance with paragraph 3.2.16 3217

3.2.6 The value of CYUt is derived in accordance with the following formula;
CYU: = CYAU: — CYRAU;

where:

CYAU: has the value set out in the Cyber Resilience UIOLI Allowances Table; and



CYRAU: has the value zero unless otherwise directed by the Authority in
accordance with paragraph 3.2.17 3218

Part B: What is the licen fun liver?

32.63.2.7 The Cyber Resilience 8T-PCD Table specifies the outputs that the licensee is
funded to deliver, the delivery dates for those outputs and the allowances provided.

Part C: Requirement-to-submit-a-The Cyber Resilience OFPlan-and-Re-opener
licati

3.2.83.29 UIOLI Allowances Table specifies the allowances for use it or lose it for cyber

resilience projects the licensee mustBetween1-April 2021 and-8-April 2021 submit
to-the-Autherity:is funded to deliver where the associated costs are uncertain.

Part D:Part C: aCyber resilience OT-Plan;-andRe-opener

3.2.10 berk s 0 an-submitted-underparagra a)mustThis part
establishes a Re-opener for€¥0O: that may be in-writing-and give- detailsefany

propesedused where there are:

fe}(a) _new activities-that-the licensee-considers-woeuld-be, including new technology,
capable of improving cyber resilience-inrelatiente-0F, including risk reduction and
improved status of the licensee’s network and information systems with respect to NCSC
CAF Contributing Outcomes:;




(b) changes to levels of risks or threats relating to cyber resilience-inrelationte-OF, that
take the licensee outside of its organisational risk appetite;—and which require the
licensee to undertake significant new activities to address; or

{e}-changes to statutory or regulatory requirements relatingor guidance to cyber
resilience-inrelationte-OT:or

{8} (c) errersto-correet, or refinementsrequired-to-which require the licensee to undertake
significant new activities to maintain compliance with the requirements;

3.2.11 The licensee may e#aly apply to the Authority for ehanges a direction amending
allowances in the Cyber Resilience Re-opener Allowances Table and the Cyber
Resilience PCD Table under-this Part € Re-openerbetween25January2023epener

Bbetween 1st April 2028 and 3+ anuary20238th April 2028, and during such
other periods as the Authority may direct.

3.2.13 An application under paragraph 3.2.3210 3211 must be made in writing to the

Authority and must:

(a) give details of the circumstances referred to in paragraph 3.2.119 3210 that the licensee
considers exist;

(b) set out any amendments reguestedor additions to the outputs, delivery dates or

allowances set out in the Cyber Resilience OFBaseline Alowaneces-Table-or-the Cyber
Resilienee-OT-PCD Table;

(c) explain how any amendments or additions requested would improve cyber resilience-in
relationte-O7F, including risk reduction and improved status of the licensee’s network
and information systems with respect to NCSC CAF_Contributing Outcomes, where

appropriate;

(d) explain the basis of the calculations for any amendments or additions requested to
allowances;

fd3(e) explain why the proposed allowances are economically efficient; and
fe3(f) provide such detailed supperting-evidence to support (a) to (e) as is reasonable in

the circumstances.
3.2.14 An application under paragraph 3.2.4210 3211 must:

(a) relate to circumstances of the type referred to in paragraph 3.2.3+that9 322210 which

could not have developed-sineebeen reasonably provided for on the date the licensee
submitted its Cyber Resilience OFPlan-under-paragraph-3-2-8;

(b) take account of any allowed expenditure, which can be avoided as a result of the change;
and
















(c) be confined to costs incurred or expected to be incurred on or after 1 April 2623--2026.

3-3:16—The Authority maywill only makedirect changes under this Re-epenerby-direetion:

3.2.15 Part C where an application is made by the licensee under paragraph 3.2.10:
(a) whereif a circumstance in paragraph 3.2.9 311210 exists; and;



where the requlrements in paragraphs 3.2.11. 11 8=-1—43=1% and 3.2.12. 2 12 %15%14 have
been met;-;

{3 The Authority may direct changes to the Cyber Resilience Re-opener Allowances

Table and the Cyber Resilience PCD Table at any time during the Price Control
Period where the-additienit has become aware of rew-outputs-would-contribute
he i , I i ¢] | |
. Lot | 1 in relati I

fe}ifthe relevantcireumstanee-is-thatthe circumstances set out in paragraph
3. 34—}Qdaqﬁhhere—a—ehaﬂge—te—an—e*rsfemg—e&tp&9r5ﬂ&5&ﬂed—

relatiento1T2.9.

3.3183.2.17 A direction under this Part C:

(a) may adjust will add allowances in the Cyber Resilience ¥F-BaselineRe-opener Allowances
Table and the Cyber Resilience PCD Table as a result of circumstances set out in

paragraph 3.2.9 %&Ed){l)—%e

{e3(b) may modify the text in Appendices+and-2€Cyber ¥Resilience Re-
opener aAllowances £Table to amend the date of publication of the documents

containing the EyberResilience 1T Baseline Allowaneces TableeCyber ¥Resilience

Re-opener aAllowances £Table and the €yberResiliencelFeCyber ¥Resilience
PCD Table;

{d3(c)_will set out the value of ERITA-and-CRITO+terms, where-these-are being-adjustedthe
CYOy; and

{e}(d) must be confined to costs incurred or expected to be incurred on or after 31st April
2021-2026.

Part E:Part D: Assessment of the Price-Control- Deliverable (CRITRA:and
i r thi ndition (CYRA:, CYRO: and CYRAU:)

3:3:193.2.18 The Authority will, in accordance with the assessment principles set outin
PartA-ef Special Condition 9.3 (Price Control Deliverable assessment principles and
reporting requirements), consider directing a value for ERFTRArand-CRITRO:CYRA:
or CYRO¢, where the licensee has not Fully Delivered an output in the Gyber
ResilienceITeCyber rResilience PCD FabletTable.

3.2.19 The Authority will consider directing a value for CYRAU: where

appropriate.



3.2.20 The licensee must send reports to the Authority, in a form approved by the
Authority, that include:

(a) asummary of progress against key milestones contained in the licensee’s Improvement
Plan;

(b) a summary of developments against the outputs in the Cyber Resilience IT-PCD Fable;
¢Table;

(c) the licensee'slicensee’s assessment of the impact of the progress and developments
referred to in sub-paragraphs (a) and (b) on improving cyber resilience-inrelationte1T,
including risk reduction;

(d) a description of how the licensee has considered any relevant guidance provided by the
Authority; and

(e) such detailed supporting evidence as is reasonable in the circumstances.
33:213.2.21 Unless the Authority otherwise directs, the licensee must send reports under

paragraph 3.2.18 32249 by no later than the dates, and in relation to the periods, set
out in Appendix 35.

Part F: What process-willCyber Rresilience UIOLI use it or lose it rReporting
allowance rRequirements

3.2.22 The licensee must, by no later than the dates, and in relation to the periods set out
in Appendix 5, as partefits annual Cyber Resilience reporting, provide a qualitative

report explaining how expenditure funded as-uneertaininvestment from
allowances for use it or lose it has contributed to activities intended to maintain or

improve its cyber resiliencespesture.

(a) sets out the relevant NCSC CAF Contributing Outcomes that the investment was intended
to address;
(b) provides a narrative summary of the intended needs and the actual needs

addressed to maintain or improve the licensee’s cyber resilience, including a

high-level statement on needs that remain outstanding and the associated
residual risks as understood by the licensee;

(c) sets out any use it or lose it allowances that remain unspent; and

(d) includes a confirmation from the licensee’s NIS Respensible OfficerNRO, or their
nominated representative, that the information contained within the qualitative report
represents the licensee’s reasonable understanding of the cyber resilience outcomes
achieved through the use it or lose it B¥OLL expenditure.

3.2.24 The qualitative report must describe, at a narrative level, the activities undertaken
to meet the needs for which the use it or lose allowances were awarded, the factors
considered when prioritising those aetivities needs and the licensee’s assessment of
the impact of the use it or lose it BYOL} expenditure on its cyber resilience-pesture.




3.2.25 This qualitative assessment does not constitute a Price Control Deliverable and

shall is not be subject to the evaluative assessment principles set out in Special
Condition 9.3.

3:3:223.2.26 The Authority may consider the reports provided under this Part £his
infermation for the purpose of monltorlng and-evaluation and in making aa 4
dlrectlon2 under paragraph 3. 2 17.

3-3-233.2.27 Before making a direction under paragraph 3.2.153, 3.8;2.14 3-2.17 3.2.16; or
3.2.17 3218, the Authority will send to the licensee:

(b) the reasons for the proposed direction; and

(c) 18a statement setting out the period during which representations may be made on the
proposed direction, which will be up to 28 days unless the Authority determines that a

longer period is appropriate.
3:3:243.2.28 A direction under paragraph 3.2.16% will set out:

f53(a)_the value of the ERFFRA:CYRA: and ERITRO:, CYRO:s, terms, and the Regulatory Years
to which those adjustments relate; and

(b) the methodology and data that has been used to decide the delivery status and value of
any adjustments to the CYRA:, and CYRO: terms;

(c) The delivery status of the output that has not been Fully Delivered.
3.2.29 A direction under paragraph 3.2.17 will set out:

(a) the value of the CYRAU: term, and the Regulatory Years to which the adjustment relates,
and

fe}(b) the metheodologyand data that has been used to decide the deliverystatus-and value
of any adjustments to the ERFTRA: and-CRITRO:termsCYRAU: term.

Appendix 1

Title and publication date of document containing the Cyber Resilience Allowances
Table

=3

itl

le’]

Publication Date

RII0-3 Final Determinations — Cadent Cyber

- 04 December 2025
Resilience




Appendix 2
Title and publication date of document containing the Cyber Resilience PCD Table

itl

Publication Date

—
3

A . B
RIIQ _3 Final Determinations — Cadent Cyber 04 December 2025
Resilience -

Appendix 3
Title and publication date of document containing the Cyber Resilience 1T BaselineRe-

opener Allowances Table

Title Publication Date

Cad cvber Resili Inf conTechnol R 29 October 2021
Decisi

RHOZRIIO-3 Einal DeterminationsRe-opener 25September2023To be confirmed
Decision - Cadent Gas-Cyber Resilience
hformationFechnolooy HF 2023 Re-opener
Decisi

Appendix-2Appendix 4

Title and publication date of document containing the Cyber Resilience IFPCBUIOLI
Allowances Table

Title Publication Date

RIIO-3 Final Determinations — Cadent Cyber | 29-Oeteber262104 December 2025

Resilience dnformation Technoelogy Re-
Decisi

Appendix-3Appendix 5

Report submission dates and the associated periods to be reported on

Dates each year by which reports must | Associated periods to be reported on
be submitted frem-31januvary2022-te

314july2026to the Authority

31 July 2027 1 April 2026 to 31 March_2027

31 July 2028 1 April 2027 to 31 March 2028

31 July 2029 1 April 2028 to 31 March 2029

31 July 2030 1 April 2029 to 31 March 2030

31 July 2031 1 April 2030 to 31 March 2031

Special-Condition-3.-4Special Condition 3.3 Physical security
Resilience Re-opener physical security PCD and Price-Control

Deliverable-Re-opener (PSUP: and PSUPRE;)

Introduction
3.3.1 The purpose of this condition is to calculate the terms PSUP: (the-physical security
Price Control Deliverable term}-and), PSUPRE: (tke-physical security Re-opener



term) and RESREt (the Resilience Re-opener terms). These terms contribute to the

calculation of the Totex Allowance.

3.3.2 The effect of this condition is to:

(a) in relation to the physical security Price Control Deliverable term and physical
security Re-opener term:
i.  specify at Appendix 1 the physical security baseline allowances;
kii.specify the outputs, delivery dates and associated allowances for the
Physical Security Price Control Deliverable; set out in the physical security
PCD table in Appendix 2;

trlgger amendments to the RpieeLGeﬁtFel—DeLiveFablePh?sical Security PCD
Table during the Price Control Period; and

v, provide for an assessment of the Price Control Deliverable:; and

(b) in relation to the Resilience Re-opener term, establish a Re-opener that the
Authority may trigger during the Price Control Period.

3-433.3.3___ This condition also sets out the process the Authority will follow when

direetingmaking any changes underparagraphto Appendix 2 and 34-4-3-4-11-er
312 to this condition.

Part A: Formulae for calculating the physical security Price Control Deliverable

term (PSUPt)), and the physical security and Resilience Activity Re-opener
termterms (PSUPREt.and RESREY)

34-43.3.4 The value of PSUP: is derived in accordance with the following formula:
PSUP, = PSUPA, — PSUPRA,
where:

PSUPA: means the sum-efbaseline allowances in the Pphysical Security Baseline
Allowances Table in Appendix 1-thatrelateto-thelicensee; and

PSUPRA: has the value zero unless otherwise directed by the Authority in
accordance with Part E.

34-53.3.5___ The value of PSUPRE: is derived in accordance with the following formula:

PSUPRE; = PSUPO; — PSUPRO;
where:

PSUPO: means the sum of allowances directed by the Authority as aresultefRe-
openers—established-byset out in Parts C and D; and

PSUPRO: has the value zero unless otherwise directed by the Authority in
accordance with Part E.

3.3.6 The value of RESREt s derived in accordance with the following formula:

RESRE, = RESO, — RESRO,

where:



RESO: the sum of allowance determined by Authority in accordance with Part G;
a

E
(=B

RESRO: has the value zero unless otherwise directed by the Authority in

accordance with Part E.

Part B: What is the licensee funded to deliver?

34-63.3.7 Appendix2-speeifies-the-outputsAppendicesx 2 and 3 specifyies the Price

Control Deliverables that the licensee is funded to deliver, the delivery dates for
those outputs and the allowances provided.

Part C: PhysicalLicencee triggered Pphysical security Re-opener

3:4.73.3.8 __ The licensee may apply to the Authority for a direction amending the eutputs;

delivery dates-orassociated-allowaneesphysical security PCD Table, in Appendix 2,
where the scope of work the licensee is required to carry out under the Physical

Security Upgrade Programme has changed.

3.3.9  The licensee may only apply to the Authority under paragraph 3.4-7Between25
January3.87 between:

(a) 1 April 2028 and 3+January-in-year2024,8 April 2028; and
fa3(b) 1 April 2030 and 8 April 2030; or

{53(c) during such laterother periods as the Authority may direct.

3:4-83.3.10 __ An application under paragraph 3.4-7must3.8Zmust be made in writing to the
Authority and ineludestatementsset out:

(a) setting-eutthe changes to the scope of work the licensee is required to carry out under

the physical security Upgrade-programme to be designated by UK Government to which
the application relates;

(b) setting-eutthe_change in Critical National Infrastructure classification for each site to
which the application relates;

{e)}-setting-eutany amendments requested to the outputs, delivery dates or
allowances set-eutinAppendix2;

(c) explainingin the physical security PCD Table;
(d) an_explanation of the basis of the calculations for any amendments requested to
allowances; and

(e) previding-such detailed supporting evidence as is reasonable in the circumstances.

3:4.93.3.11 An application under paragraph 3.4-73.8Z must:

(a) only relate to changes to the scope of work the licensee-isrequired-to-carry-outunder
the Physiecal Seeurity Upgrade Programmewhich take effect on erafter 9-December
2019;28 June 2024 and which the licensee is required to carry out under the Physical
Security Upgrade Programme; the physical seeurity programme to-be desighated by UK
Governmentasaresult of o change inthe Critical NationalInfrastrueture elassifieation;

(b) take account of any allowed expenditure, which can be avoided as a result of the change;
and

(c) be confined to costs incurred or expected to be incurred on or after 1 April 2623--2026.



Part D: Authority triggered physical security Re-opener

3:4103.3.12 The Authority willalse-consider directingamendmentstomay amend the
outputs, delivery dates or allowances seteutin Appendix 2 by direction without an

application being made under paragraph 3.43.7 where there have been changes to
the scope of werkworks the licensee is required to carry out under the physieal
O 1ty 0 mae e Tada o ? arnmaen O mMme PhVS1cal

Security Upgrade Programme that:
(a) have been mandated on or after 9-December2619;28 June 2024; and

(b) relate to costs incurred or expected to be incurred on or after 1 April
20212026.

Part E: Assessment of the Physical- Security-Price Control
DeliverableDeliverables (PSUPRA¢, and PSUPRO:and RESROy )

34113.3.13 The Authority will, in accordance with the assessment principles set out in
Part A of Special Condition 9.3 (Price Control Deliverable assessment principles and
reporting requirements), eensider-directinga-value for PSUPRA-and PSUPRO:and
where the licensee has not Fully Delivered an output as specified in Appendix 2_or
3, direct a value for PSUPRA: and PSUPROt, and RESRO:.

Part F: What process will the Authority follow in making a direction?

Part F: P the Authoritv will followi i lirecti

3:4123.3.14 Before making a direction under paragraph 3.4-%-3.4-318%, 3.3.124% or
3.4:423.1312, the Authority will publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction, which
will not be less than 28 days.

3.3.15 A direction under paragraph 3.3.87or 3.3.1231% will:

(a) set out in full the physical security PCD Table in Appendix 2 as amended; and

{23(b) replace the text in Appendix 2 with the title and publication date of the prepesed
directions,

{b) thereasonsforthe propesed-direction;-and

)
a Al aa
d

3:4143.3.16 A direction under paragraph 3.4-123.13312 will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the PSUPRAt and PSUPROt terms and the Regulatory Years to which those
adjustments relate; and

(c) the methodology and data that has been used to decide the delivery status and value of
any adjustments to the PSUPRAtand PSUPRO: terms.



3.3.18 Where the Authority considers that amendments are necessary to fund a Resilience
Activity that was not anticipated at the start of the Price Control Period, it may, at
any time during the Price Control Period, make a modification to the allowances set
outin Appendix 3.

3.3.19 The Authority may only make a modification under this Part where it is satisfied
that:

(a) the Resilience Activity is required;
(b) the proposed allowances are efficient and justified; and

(c) the costs relate to expenditure incurred or expected to be incurred on or after 1
April 2026.

3.3.20 When making a modification under this Part, the Authority may require the licensee
to provide such information as it may reasonably require.

3.3.21 The Authority will only make a modification under this Part where the aggregated
costs of the Resilience Activities meet or exceed the Materiality Threshold.

3.3.22 For the purposes of paragraph 3.3.21, the Authority may group multiple Resilience

Activities to meet the Materiality Threshold.
3.3.23 Anv modification under this Part will be made under section 23 of the Gas Act 1986.

A ndix 1

Title and publication date of document containing the Physical Security Baseline
Allowances {PSUPAJ by Regulatery Year(£mjTable

GDNTitle 21/22Publication Date
EoeECadent
Redacted. 0.0TBC
Information —
Document
A ndix 2

Title and publication date of document containing the Physical Security Price-Contrel
Deliverable-allowances by Regulatery Year (Em)PCD Table

SiteTitle PeliveryPublication Date

N/A_-Not yet published N/A_-Not yet published




NetZero-AndAppendix 3
Resilience Activities: Qutputs, delivery dates, and allowances

Site Reference Output Delivery date Allowance (£)
N/A N/A N/A N/A

Special- Condition-3-5Special Condition 3.4 Small Decarbonisation
Projects Re-opener Development Fund-use-itorlose-it-allowance

(RDE(SDP)
Introduction

introduction
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A&the#ﬁ#whereﬁe-eeﬂsm&etwwﬂem:efehe; pr0]ects have been 1dent1f1ed that

will support the achievement of Net Zero Carbon Targets.

3.923.4.2  The work or projects may be funded via the NZR:SDP: term (the NetZere-Pre-
eonstruction-Workand-Small NetZereDecarbonisation Projects Re-opener term) in
this licence or, where appropriate, for funding via all gas consumers, via a pass-
through term in the NTS Operator’s licence (NZRSg-SDPSt). The NZR:SDP: term

contributes to the calculation of the Totex Allowance.

3:933.4.3 _ This condition also:

(a) requires the licensee to comply with funding conditions and directions to
return unspent funding to the NTS Operator;

(b) requires the licensee to comply with the NetZere-Pre-construction Weork-and
Small NetZereDecarbonisation Projects Re-opener Governance Document; and

(c) explains the process the Authority will follow when:
i.  directing any changes as a result of the Re-opener; and
ii. issuing or amending the NetZere-Pre-construction Werkand-Small Net
ZereDecarbonisation Projects Re-opener Governance Document.

Part A: The NetZeroPre-construction Work-and-Small NetZeroDecarbonisation
Projects Re-opener

394344 The Authority may use this Re-opener where:

(a) there is Net-Zero-Pre-construction-Werkora Small NetZere
ProejeetsDecarbonisation Project needed that will support the achievement of
Net Zero Carbon Targets;



(b) the NetZero-Pre-construction Werker-Small NetZereDecarbonisation Project
has caused or is expected to cause the cost of the licensee's Licensed Activity to
increase during the Price Control Period;

(c) the effect, or estimated effect, of the NetZere-Pre-construction-Werker-Small
NetZereDecarbonisation Project on the cost of the LicereedLicensed Activity is
not otherwise provided for in this licence nor under another Re-opener; and-

(d) the effect, or estimated effect, of the NetZero-Pre-construction- Werk-oer-Small
NetZereDecarbonisation Project on the cost of Licensed Activity exceeds the

materiality thresheld-ef£1m but does not exceed £100m; and

3 (e) costs incurred or expected to be incurred relate to changes on or after
1 April 2026.

3.9.53.4.5 The Authority may issue a direction setting out the following, where the
conditions in paragraph 3.94.4 are satisfied:

(a) the amount of funding for each NetZero-Pre-construction- Weork-er-Small Net
ZereDecarbonisation Project being provided under this Re-opener;

(b) whether that funding is to be provided via the NZP:SDP: term in this licence or
via the pass-through term NZPS:SDPS: in the NTS Operator’s licence or a
combination of the two;

(c) the Regulatory Years in which the funding is to be provided; and

(d) any conditions that the licensee must comply with.

?ﬁ

63.4.6____ The licensee must comply with any conditions set under paragraph 3.94.5(d).

3.9.734.7 If the licensee does not spend funding provided under this Re-opener or does
not comply with any conditions set under paragraph 3.94.5(d) the Authority may
direct as appropriate:

(a) areduction to the NZR:SDP; term; and/or

(b) that the licensee return, within a time period specified in the Authority’s
direction, funding paid to it by the NTS Operator in accordance with a direction
under Part F of Special Condition 6.1 (Transportation owner pass-through
items) of the NTS Operator’s licence.

3.9.83.4.8 _ Ifthe licensee does not spend funding provided via the pass-through term
NZPStSDPS: in the NTS Operator’s licence on Net-Zero-Pre-construction-Weork-oer
Small NetZereDecarbonisation Projects as set out in a direction made under
paragraph 3.94.5, the Authority may direct that the licensee returarsmust return

that funding to the NTS Operator.

3.9.93.4.9 The licensee must comply with a direction under paragraph 3.94.7(b) and
3.94.8 to return funding to the NTS Operator.

Part B: NetZero-Pre-construction Work-and-Small Net ZeroDecarbonisation
Projects Re-opener Governance Document

3:9-103.4.10 The licensee must comply with the NetZero-Pre-construction- Werk-and-Small
NetZereDecarbonisation Projects Re-opener Governance Document in relation to

any-NetZero-Pre-construction- Werkand-Small NetZereDecarbonisation Projects
funded by this Re-opener.

3:91413.4.11 The Authority will issue and amend the NetZereo-Pre-construction Werkand
Small NetZereDecarbonisation Projects Re-opener Governance Document by
direction.




3:91423.4.12 The Authority will publish the NetZere-Pre-construction Werkand-Small Net
ZereDecarbonisation Projects Re-opener Governance Document on the Authority’s
Website.

Document by direction, the Authority will publish on the Authority’s Website:

(a) the text of the amended NetZero-Pre-construction- Werk-andproposed Small
NetZeroeDecarbonisation Projects Re-opener Governance Document;

(b) the date on which the Authority intends the amended NetZeroPre-
construction-Werk-and-Small NetZereDecarbonisation Projects Re-opener
Governance Document to come into effect; and

(c) a period during which representations may be made on the content of the
Small Decarbonisation Projects Re-opener Governance Document, which will
be up to 28 days unless the Authority determines that a longer period is
appropriate.

3.4.14 Before amending the Small Decarbonisation Projects Re-opener Governance
Document by direction, the Authority will publish on the Authority’s Website:
(a) the text of the amended Small Decarbonisation Projects Re-opener Governance

Document;

(b) the date on which the Authority intends the amended Small Decarbonisation
Projects Re-opener Governance Document to come into effect;

(c) the reasons for the amendments to the NetZero-Pre-construction Work-and
Small NetZereDecarbonisation Projects Re-opener_Governance Document; and

(d) a period during which representations may be made on the amendments to the
Small Decarbonisation Projects Re-opener Governance Document, which will
be up to 28 days unless the Authority determines that a longer period is
appropriate.

P : Pr he Authority will follow in makin irection

3.4.15 Before making a direction under paragraphs 3.4.5, 3.4.7 or 3.4.8 the Authority will
publish on the Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction,
which will be up to 28 days unless the Authority determines that a longer
period is appropriate.




Special Condition 3.5 Decarbonisation Project Development uUse ilt
o0r lLose ilt allowance (DPDy)

Intr ion

3.5.1 The purpose of this condition is to calculate the term DPD: (the Decarbonisation
Project Development Use It Or Lose It term). This contributes to the calculation of
the Totex Allowance.

3.5.2 The effect of this condition is to:

(a) specify the allowance for the Decarbonisation Project Development Use It Or
Lose It;

(b) require the licensee to comply with the Decarbonisation Project Development

UIOLI Governance Document; and

(c) provide for a Use It Or Lose It Adjustment.

3.5.3 This condition also explains the process the Authority will follow when issuing or
amending the Decarbonisation Project Development UIOLI Governance Document.

Part A: Formula for calculating the D rbonisation Proj Developmen It Or
L It allowan rm (DPD

3.5.4 The value of DPDt is derived in accordance with the following formula:
DPD; = DPDA: - DPDR:

where:
DPDA: means the allowances in Appendix 1 that relate to the licensee; and
DPDR: has the value zero unless otherwise directed by the Authority in
accordance with Part BC.
Part B: D rbonisation Proj Development UIOLI vernance D men

3.5.5 The licensee must comply with the Decarbonisation Project Development UIOLI

Governance Document when incurring expenditure in relation to the allowance
provided by this condition.

3.5.6 The Authority will issue and amend the Decarbonisation Project Development
UIOLI Governance Document by direction.

3.5.7 The Authority will publish the Decarbonisation Project Development UIOLI
Governance Document on the Authority’s Website.

3.5.8 The Decarbonisation Project Development UIOLI Governance Document will make
provision about the governance and administration of the Decarbonisation Project
Development Use It Or Lose It, including:

a) the definition of “allowable DPD expenditure” and “unrecoverable DPD
expenditure”;

(b) the eligibility criteria, which expenditure incurred in relation to the allowance

provided by this condition must meet; and

(c) the reporting obligations in respect of which expenditure incurred in relation

to the Decarbonisation Project Development Use It Or Lose It which the
licensees must meet.




3.5.9 Before directing that the Decarbonisation Project Development UIOLI Governance
Document comes into effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed Decarbonisation Project Development UIOLI

Governance Document;

(b) the date on which the Authority intends the Decarbonisation Project

Development UIOLI Governance Document to come into effect; and

(c) a period during which representations may be made on the content of the

Decarbonisation Project Development UIOLI Governance Document, which will

be up to 28 days unless the Authority determines that a longer period is
appropriate.

3.5.10 Before directing an amendment to the Decarbonisation Project Development UIOLI
Governance Document, the Authority will publish on the Authority’s Website:

(a) the text of the amended Decarbonisation Project Development UIOLI
Governance Document;

(b) the date on which the Authority intends the amended Decarbonisation Project
Development UIOLI Governance Document to come into effect;

(c) the reasons for the amendments to the Decarbonisation Project Development
UIOLI Governance Document; and

{d)-a period during which representations may be made on the amendments to the
Net Z p i on Worl | Srall Net Z Proi R
Decarbonisation Project Development UIOLI Governance Document, which will
netbe lessthanup to 28 days-:

(d) Whatpreeess-will unless the Authority determines that a longer period is
appropriate.

Part C: Use It Or Lose It Adjustment

3.5.11 The Authority will direct an amendment to the value of DPDRt where it considers
that a Use It Or Lose It Adjustment is appropriate.

PartC:Part D: Process the Authority will follow in making a direction 2

3.5.12 Before making a direction under paragraphsparagraph 3.9-5.11, the Authority will
publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations mav be made on the proposed direction,

which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.5.13 The direction will set out the value of the DPDR: term and the Regulatory Years to
which that adjustment relates.



Appendix 1
Decarbonisation Project Development Use It Or Lose It allowance (DPDA¢) by

Regulatory Year (£m

Distribution 2026/27 |2027/28|2028/29|2029/30|2030/31| Total
Network

EoE 23741 | 23741 | 23741 | 23741 | 2.3740 1:1210 845
Lon 19598 | 19598 | 1.9598 | 1.9597 | 19597 | 9.7Z588
NW 15763 | 15763 | 1.5663 | 1.5663 | 1.5663 —87;' ?52
WM 1.267 1.257 1,257 1.257 1257 | 6.2635
Northern Gas

Netwerke Lea 1.66 1.66 1,66 1,665 1665 | 83028
Scotland Gas 1240 | 1210 | 1210 | 1.20 1.2 6.0300
Networks plc = = = =

Southern Gas 2.8079 2.79 2.79 2.7 2.798 |13.9694
Networks plc = = = =

Wales & West 890
Utlitios Lt 17886 | 17886 | 17886 | 17885 | 17885 | g

Special Condition 3.6 Decarbonisation and Eenvironmental Ppolicy Re-
opener (DEP:)

Intr ion

3.6.1 The purpose of this condition is to calculate the term DEP: (the Bdecarbonisation
and Eenvironmental Bpolicy Re-opener term). This contributes to the calculation of
the Totex Allowance.

3.6.2 The effect of this condition is to:

(a) specify any Price Control Deliverable relating to Net Zero Developments;3-9-7

or relating to Environmental Developments;

b) establish a Re-opener for the Authority to trigger modifications to any such
Price Control Deliverable and the outputs, delivery dates and allowances

established by the other special conditions of this licence; and
(c) provide for an assessment of the Price Control Deliverable specified in this

condition.

3.6.3 This condition also sets out the process the Authority will follow when making any
changes under this condition.

he B

Re- ner term (DEP

3.6.4 The value of DEP: is derived in accordance with the following formula:
DEP: = DEPRO; - DEPROR;

where:

DEPRO: means the sum of allowances in Appendix 1




DEPROR: Means the assessment of the Price Control Deliverable and has the

value zero unless otherwise directed by the Authority in accordance
with Part D. A downwards adjustment should be represented as a
positive DEPRORt value, while a positive adjustment should be
represented as a negative value.

3.6.5 Appendix 1 specifies the outputs that the licensee is funded to deliver, the delivery
dates for those outputs and the allowances associated with those outputs.

3.6.6 This Re-opener may be used where:

(a) a Net Zero Development or an Environmental Development has occurred or is
expected to occur;

(b) the Net Zero Development or an Environmental Development has caused or is
expected to cause the cost of Licensed Activity to increase or decrease during
the Price Control Period;

(c) the effect of the Net Zero Development or an Environmental Development on

the cost of Licensed Activity is not otherwise provided for in this licence;

(d) the effect of the Net Zero Development or an Environmental Development has

not already been assessed under another Re-opener;

(e) the effect, or estimated effect, of the Net Zero Development or an
Environmental Development on the cost of Licensed Activity results in Allowed
Revenue Adjustment that exceeds the Materiality Threshold; and

(f) costs incurred or expected to be incurred relate to changes on or after 1 April
2026.

3.6.7 The Authority may make modifications under this Re-opener at any time during the
Price Control Period.

3.6.8 The following modifications to the licence may be made under this Re-opener:

fe3(a) modifications to the outputs, delivery dates and allowances in
Appendix 1; and

(b) modifications to the outputs, delivery dates and allowances in the other special
conditions of this licence.

3.6.9 Any modifications made under the Re-opener in this Part C will be made under
section 23 of the Act.

P D: A ment of the Pri ntrol Deliverable (DEPROR

3.6.10 The Authority will, in accordance with the assessment principles set out in Part A of
Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for DEPROR: where the licensee
has not Fully Delivered an output in Appendix 1.

P E: The pr for makin irection

3.6.11 Before making a direction under paragraph 3.6.109 the Authority will publish on
the Authority's Website:
(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and



(c) a period during which representations may be made on the proposed direction,
which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.6.12 A direction under paragraph 3.6.18109 will set out:

(a) the delivery status of the output that has not been Fully Delivered;
(b) the value of the DEPROR: term and the Regulatory Years to which that value

relates; and

c) the methodology and data that has been used to decide the delivery status and
value of any adjustment to the DEPROR: term.

Appendix 1

Decarbonisation and Eenvironmental Ppolicv Price Control Deliverable (£m) per
Regulatory Year

Output 3::‘%“‘4 2026/27 [2027/28 [2028/29 [2029/30 [2030/31 |Total
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A  NA NA NA N INA L NA
N/A N/A N/A N/A N/A N/A N/A N/A

Special Condition 3.7 Digitalisation Re-opener (DIGI;)

3.7.1

The purpose of this condition is to calculate the term DIGI: (the Digitalisation Re-

3.7.2

opener allowance term). This contributes to the calculation of the Totex Allowance.

The effect of this condition is to establish a Re-opener for the licensee and the

3.7.3

Authority to trigger amendments to the value of DIGI: during the Price Control
Period where there is a change in requirements for digital and data services from
the government or the Authori iti ibiliti

metering; or an advancement of Mature Innovation projects.

This condition also sets out ins the process the Authority will follow when

making directing any changes under Part A or Part C of this condition. asaresultof
this Re-opener:

Part A: What costs are within scope of this Re-opener?

3.7.4

The licensee may apply to the Authority for a direction to amend the value of DIGI:

specified in 3.7.13Appendix 1 where the licensee incurs or expects to incur costs

that result in Allowed Revenue Adjustment that exceed the Materiality Threshold as
aresult of:

(a) a change in legislation, licences, regulatory requirements, or industry codes,

under which a licensee is required to provide new, or significantly altered,

digital or data services, including government or the Authority implementing

energy sector reforms such as the Data Sharing Infrastructure or National
Underground Asset Register: or

(c) the licensee implementing Mature Innovation related to data and digitalisation
to fulfil obligations in the conditions of this licence.




3.7.5  Thelicensee may apply to the Authority for a direction to amend the value of DIGI
specified in 3.7.13Appendix 1 where the licensee incurs or expects to incur costs
that fall below the Materiality Threshold, provided that all such costs meet the
requirement set out in paragraph 3.7.4(a).

Part B: Digitalisation Re-opener

3.7.6 The licensee may only apply to the Authority for a modification under Part A-a
modification tothe value of DIGI:

(a) between 1 October 2028 and 31 October 2028; and
(b) during such other periods as the Authority may direct.

3.7.7  An application under Part A must be made in writing to the Authority and: The

a) gives details demonstrating how it is eligible to apply under Part A;

(b) sets out the proposed modifications to the value of DIGIt in 3.7.13Appendix 1;
(c) explains the basis for calculating the modifications requested to the term DIGIt
allewanees-and the relevant profiling of the term DIGIt these allowanees; and

d) provides such detailed supporting evidence as is reasonable in the
circumstances.

3.7.8 An application under this Part must:
(a) where any of the circumstances in paragraph 3.7.4(a) or 3.7.5 apply, relate to

changes to the roles and responsibilities of the licensee introduced on or after
11 December 2024;

(b) be confined to costs incurred or expected to be incurred on or after 1 April
2026: and

(c) take account of allowed expenditure which can be avoided as a result of the
modifications requested.

P : Authority tri red Re- ner

3.7.9 The Authority will also consider directing amendments to the value of DIGIt
amending 3-713Appendix1 without an application being made under Part A where
it considers that circumstances of the type referred to in Part A exist.

3.7.10 A modification under this Part C will be made under section 11A of the Act

3.7.11 The Authority may only make a direction under Part A and-€ where:

(a) a circumstance in Part A exists; and
b)i icati the requirements in paragraph 3.7.8

have been met.

3.7.12 Before making a direction under Part A, the Authority will must send-te-thelicensee
and publish on the Authority’s Website:

(a) the text of the proposed direction; medifications:

(b) the reasons for the proposed direction; and

(c) a statement setting out the period during which representations may be made
on the proposed direction, which will be up to 28 days unless the Authority
determines that a longer period is appropriate.




3.7.13 The direction will set out any adjustments to the value of the DIGIt term and the
Regulatory Years to which those adjustments relate.

Appendix 1

Del-we#ables by Regulatorg Year |£m[

26/27 27/28 28/29 29/30 30/31 Total
allowance
all vears

DIGI 0 o 0 o 0 0

Special Condition 3.8 Coordinated adjustment mechanism Re-opener
CAM

Intr ion

3.8.1 The purpose of this condition is to calculate the term CAM: (the coordinated
adjustment mechanism term). This contributes to the calculation of the Totex
Allowance.

3.8.2 The effect of this condition is to establish a Re-opener enabling the licensee or the
Authority to trigger amendments to this-eendition CAM: and associated outputs
where an opportunity that delivers greater overall consumer value has been
identified to reallocate responsibility for, and revenue associated with, a CAM
Activity to or from a Partner Licensee.

3.8.3 This condition also explains the process the Authority will follow when directing
any changes as a result of this Re-opener.

Part A: What costs are within scope of this Re-opener?

3.84  Thelicensee may apply to the Authority at any time during the Price Control Period
for a direction adjusting the value of the CAM: term and the outputs, delivery dates
and allowances within the special conditions relating to the CAM Activity for any
Regulatory Year during the Price Control Period as a result of reaching agreement
to reallocate responsibility and associated revenue for a CAM Activity to or from a

Partner Licensee.

Part B: How to make an application

3.8.5 An application under paragraph 3.8.4 must be made in writing to the Authority and:

(a) give a description of the engagement between the licensee and the Partner
Licensee which has led to the application;
b) explain whether the licensee is applying to have the CAM Activity reallocated to
the licensee from the Partner Licensee, or from the licensee to the Partner
Licensee;

(c) explain why the original allocation of the CAM Activity no longer delivers

greater overall consumer value, and why the reallocation delivers greater
overall consumer value;

d) give a description of the CAM Activity and associated revenue that the licensee
is applying to reallocate;

(e) set out any amendments requested to the outputs, delivery dates or allowances
established by the special conditions of this licence and that of the Partner
Licensee, relating to the CAM Activity;




(f) set out the adjustments to the value of the CAM: term for both the licensee and
the Partner Licensee that the licensee is requesting and the Regulatory Years to
which those adjustments relate;

(g) explain the basis of the calculation for the proposed adjustments to the value of
the licensee and the Partner Licensee's CAM: terms or other allowances of the
licensee and the Partner Licensee;

(h) provide such detailed supporting evidence ineluding Cost-Benefit Analysis;

asisreasonableinthe cirecumstanees; and

(i) provide a copy of the agreement between the licensee and the Partner Licensee
to transfer responsibility for and associated revenue of the CAM Activity.

3.8.6 An application under paragraph 3.8.4 must:

(a) take account of any allowed expenditure by both the licensee and the Partner
Licensee, which can be avoided as a result of the change; and

(b) be confined to costs incurred or expected to be incurred on or after 1 April
2026.

P : Authority tri red Re- ner

3.8.7 The Authority will also consider directing modifications to this licence and to the

licence of the Partner Licensee without an application being made under paragraph
3.8.4 where:

(a) The ISOPNESO has identified instances where the Partner Licensee would be

better placed to deliver outputs established by the special conditions of this
licence; and

(b) The Authority has reached agreement with the licensee and the Partner

Licensee that the Partner Licensee would be better placed to deliver outputs
established by the special conditions of this licence.

3.8.8 The Authority triggered Re-opener may include requirements for submission of
evidence and detailed adjustments to outputs and allowances as set out in Part B.

Part D: What process will the Authority follow in making a direction9-8

3:9153.8.9 Before making a direction under paragraph 3.8.4 or paragraph 3.8.7 the
Authority will publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction,
which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.8.10 The direction will set out:

(a) any adjustments to the PCFM Variable Values of this licence and to the licence
of the Partner Licensee;

(b) the Regulatory Years to which those adjustments relate; and

(c) any amendments to the outputs and delivery dates established by the special
conditions of this licence and by the licence of the Partner Licensee.




Special Condition 3.9 Operational tFransport eEmissions rReduction
Price Control Deliverable (OTE:)

Intr ion

3.9.1 The purpose of this condition is to calculate the term OTE: (the 09perational
tFransport eEmissions rReduction Price Control Deliverable term). This contributes
to the calculation of the Totex Allowance.

3.9.2 This condition specifies the allowances for the Price Control Deliverable and the

reduction in allowances if the licensee does not deliver the target volume of Zero
Emission Vehicles (ZEVs).

Part A: Formula for calculating the erational tFransport eEmissions
rR ion Pri ntrol Deliverabl rm (OTE

3.9.3 The value of OTE is derived in accordance with the following formula:

[x]
. OTEA,
OTE, = | " OTEU, X min(OTED,, OTEV,) SOTEA
n=1
where
OTEAt means the allowance set out in Appendix 1;

Y. OTEA; means the total 0Operational tFransport eEmissions rReduction
allowance for the Price Control Period;

OTEVn means the target number of vehicles for each vehicle category
greup n and set out in Appendix 2;

means the number of vehieles-annual lease payments for each

OTEDn vehicle in vehicle category gresp n which is available to the
licensee for its operations during the Price Control Period delivers

as of 31 March 2031;

means the vehicles category allowed unit costs, as set out in
Appendix 2; and

means the vehicle category, as set out in Appendix 2.

S
3
~

=

Part B: What is the licensee funded to deliver?

3.9.4 The licensee is funded to deliver the target volume of annual lease payments for

each vehicles fer in vehicle category n i issi i

eutputs which is available to the licensee for its operations during the Price Control
Period specified in Appendix 2 by 31 March 2031.




Appendix 1
Operational tFransport eEmissions rReduction PCD allowance by Regulatory Year

Target number of annual ZEV lease payments and unit costs

(£m)
Distributio | 2026/202 | 2027/202 | 2028/202 | 2029/3 | 2030 Total
n Network |7 8 9 1 Allowanc
e
EoE 0.281.40 0:020.10 0.040.20 0944.70 | 8:040.20 | £326.60
Lon 0.231.16 0.080.41 03110.56 952261 | 8:070.36 | :025.10
NW 0.562.80 0.070.35 0130.65 0341.70 | 8:060.30 | 3:165.80
WM 0.231.15 0100.50 0221.10 0.020.10 | 8:070.35 | 8:643.20
Northern 0.22 0.12 0.16 .29 0.20 1.00
Gas
Networks
Ltd
Scotland Gas | 0.02 0.13 0.27 0.34 0.35 1.11
Networks
plc
Southern .02 0.13 0.27 0.34 0.35 1.11
Gas
Networks
plc
Wales & 0.04 0.02 0.01 0.03 0.00 0.10
West
Utilities
A ndix 2

plc

4x4s - leased

Distribution | Vehicle category (n Target Allowed unit cost
Network Nnumbers (£), OTEU,,
OTEV,

EoE Medium V¥ans - 4352,175 [REDACTED]
leased

Lon Medium V¥ans - 3371,685 [REDACTED]
leased

NW Medium V¥ans - 3781,890 [REDACTED]
leased

WM Medium V¥ans - 2051,025 [REDACTED]
leased

Scotland Gas | Small Vxans - leased 371 [REDACTED]

Networks Medium V¥ans - 85

plc leased 98
4x4s - leased

Southern Small Vxans - leased 370 [REDACTED]

Gas Medium V¥ans - 85

Networks leased 98




Special Condition 3.10 Tier 1 Mains decommissioned Price Control
Deliverable (T1MDy)

Introduction

3.10.1 The purpose of this condition is to calculate the term T1MD: (the Tier 1 Mains
decommissioned Price Control Deliverable term). This contributes to the
calculation of the Totex Allowance.

3.10.2 This condition specifies the outputs, allowances and delivery dates for the Price
Control Deliverable, as well as the adjustment to allowances to reflect the workload
delivered.

Part A: Formula for calculating the Tier 1 Mains decommissioned Price Control
Deliverable term (T1MDx)

3.10.3 After the Price Control Period the value of T1MD: will be derived in accordance with
the following formula:

_ TAMRA,
T1MD, = (DY — BV} 10=6 : T1MRA,

i

[ZC(DV BV))- 10~ ] T1MRA,
T1IMRA

where:

i denotes each Tier 1 Mains Decommissioned Workload Activity;

DVi means the Outturn Workload Of Tier 1 Mains Decommissioned
within the relevant Tier 1 Mains Decommissioned Workload Activity;

BVi means the Baseline Activity Volume Of Tier 1 Mains Decommissioned
within the relevant Tier 1 Mains Decommissioned Workload Activity,
as set out in Appendix 2;

Ci means the Allowed Unit Cost Of Tier 1 Mains Decommissioned within
the relevant Tier 1 Mains Decommissioned Workload Activity as set
out in Appendix 2;

TIMRA: means the Tier 1 Mains Baseline Value for the Regulatory Year as set
out in Appendix 3; and

TIMRA  means the total Tier 1 Mains Baseline Value across all years of the
Price Control Period, as set out in Appendix 3.

Part B: What is the licensee funded to deliver?

3.10.4 The licensee is funded to deliver a Baseline Target Workload Of Tier 1 Mains
Decommissioned during the Price Control Period, as set out in Appendix 1.

Part C: Reporting requirements

3.10.5 If the total Outturn Workload Value Of Tier 1 Mains Decommissioned across all Tier
1 Mains Decommissioned Workload Activities for the Distribution Network is more
than 2% below T1MRA then the licensee must submit to the Authority a report for
publication that details the reasons for, and effects of, this under-delivery in a
format directed by the Authority.



Appendix 1

Baseline Target Workloads of Tier 1 Mains Decommissioned

GDNDistribution Network | Volume (km)

EoE 2,773.9722.86
Lon 1,531:4683.54
NW 1,918.3874.23
WM 1,468.5491.31
Northern Gas Networks Ltd 2,444-3186.50
Scotland Gas Networks plc 1,020-6075.00
Southern Gas Networks plc 3,0013200.00
Wales & West Utilities Ltd 1,568:0674.77

Appendix 2

Baseline Activity Volumes Of Tier 1 Mains Decommissioned and Allowed Unit Costs of
Tier 1 Mains Decommissioned

LicenseeDistribution | Diameter band of | Baseline Activity Allowed Unit Cost
Network decommissioned | Volumes of Tier 1 | (£/km)
pipe Mains
Decommissioned
(km)
EoE <3" 32.387 86,520/REDACTED]
EoE 4"-5" 1,476-5362.48 95,775[REDACTED]
EoE 6"-7" 8544 866.19 139,467[REDACTED]
EoE 8" 4138 461.31 208,;849[REDACTED]
LicenseeDistribution | Diameter band of | Baseline Activity Allowed Unit Cost
Network decommissioned | Volumes of Tier1l | (£/km)
pipe Mains
Decommissioned
(km)
Lon <3" 12 4.99 106,472[REDACTED]
Lon 4"-5" #559__ 750.51 117861[REDACTED]
Lon 6"-7" 496:0__ 555.91 171,628[REDACTED]
Lon 8" 2782 37213 25706106[REDACTED]
LicenseeDistribution | Diameter band of | Baseline Activity Allowed Unit Cost
Network decommissioned | Volumes of Tier1 | (£/km)
pipe Mains
Decommissioned
(km)
NW <3" 99.6_  115.28 102,335[REDACTED]
NW 4"-5" 9216 861.25 113,282[REDACTED]
NW 6"-7" 6225 620.18 164,959[REDACTED]
NW 8" 2747 277.52 247024[REDACTED]




LicenseeDistribution | Diameter band of | Baseline Activity Allowed Unit Cost
Network decommissioned | Volumes of Tier1 | (£/km)
pipe Mains
Decommissioned
(km)
WM <3" 242 31.37 102;827[REDACTED]
WM 4"-5" 6678__ 679.63 113;827[REDACTED]
WM 6"-7" 4553 426.70 165;753[REDACTED]
WM 8" 3242  353.61 248;212[REDACTED]
I .. Loi Tier1 Mai UnitC
Pecommissioned{kmj} EHAm)
Networks Ltd 80,922
-N-G-Ft—h-e-FH—Ga-S z z %@, O
Networks Ltd 89,578
Networks Ltd 136,442
NerthernGas 8- 3255
Networks Ltd 195,335
Li Di band.of Baseline Activitv-Vol £ Al i
I . Lo Tier1 Mai UnitC
Decommissioned-{km} EHAm)
=3 614
Networksple ' HHE35E
Scotland-G "o
Networks ple Sh24 123262
Seetland-Gas 67 243C
Networksple | 179,492
Seetland-Gas 8- 134
Networksple ' 268,786
. . Lo Tier1 Mai UnitC
Decommissioned-(km) Eam)
=3 753
Networks plc ' 104,248
Soutl G "o
Southern Gas 6"-7" 794.¢
Netweorksple ' 168;043
SeuthernGas 8" 3104
Networksple 2514642

i - Loi Tier 1M UnitCost
D . 1 lam) (£ /lcrn)

Weost Utilit

Lid 845914




Tier 1 Mains Baseline Values by Regulatory Year (T1MRA¢, £m)

Appendix 3

GDNDistribut | 21/2226/ | 22/2327/ | 23/2428/ | 2442529/ | 25/2630/ | Total
ion Network | 27 28 29 30 31 Value
(all
years)
EoE 71.6893.0 | 70.3893.7 | 6970972 | 69.00100. | 68.29104. | 349.0489,
| 4 5 50 63 12
93.23 93.84 97.33 100.61 104.72 489.72
Lon 51.6475.0 | 49.8582.6  48.4888.9 | 4818971 | 47.70104. | 245.8448.
4 2 =S 4 41 =
75.10 82.63 88.99 97.07 104.50 448.28
NW 59.2766.8 | 57.57673 | 56.3469.9 | 55.8973.2 | 5546751 | 284.5352.
3 8 & 2 9 47
68.39 69.04 71.65 75.01 76.93 361.02
WM 48.7454.1 | 47.2656.6 | 46.2157.4 | 45.8259.5 | 45.4664.3 | 233.5292.
2 5 5 5 3 11
54.27 56.70 57.48 59.62 64.40 292.47
Northern Gas
Networks Ltd
78.09 84.04 90.90 96.94 103.03 453.00
Scotland Gas | 32:8637Z2 | 32.963743 | 3250351 | 3232342 | 3264338 | 16329
Networks plc | 8 9 4 4 6 17791
37.07 37.18 34.94 34.04 33.66 176.88
Southern Gas | 8453148. | 8488145. | 87401144 | 86:49140. | 8613946 | 43537
Networks plc | 84 24 64 84 138.82 718.23
148.10 144.60 144.06 140.24 715.82
Wales & West | 4471764 | 4124739 | 4116731 | 392273.0 | 40.5670-1 | 203-88
Utilities Ltd 5 2 1 1 4 366.64
80.55 77.91 76.98 76.92 73.88 386.24

Special Condition 3.11 Tier 1 Services Repex Price Control Deliverable

(T1SRY)

Introduction

3.11.1 The purpose of this condition is to calculate the term T1SR: (the Tier 1 Services
Repex Price Control Deliverable term). This contributes to the calculation of the
Totex Allowance.




3.11.2 This condition specifies the outputs, allowances and delivery dates for the Price
Control Deliverable, as well as the adjustment to allowances to reflect the workload
delivered.

Part A: Formula for calculating the Tier 1 Services Repex Price Control Deliverable
term

3.11.3 After the Price Control Period the value of T1SR: will be derived in accordance with
the following formula:

TASR, = T1SRA, + bbb M — ) (DY, — BV C,10) it
- ST [PV = BV -G ) TisRa

where:

i denotes each Tier 1 Services Repex Workload Activity;

DVi means the Outturn Workload Of Tier 1 Services Repex within the
relevant Tier 1 Services Repex Workload Activity;

BVi means the Baseline Activity Volume Of Tier 1 Services Repex within
the relevant Tier 1 Services Repex Workload Activity, as set out in
Appendix 2;

Ci means the Allowed Unit Cost Of Tier 1 Services Repex within the
relevant Tier 1 Services Repex Workload Activity as set out in
Appendix 2;

T1SRA  means the total Tier 1 Services Baseline Value across all years of the
Price Control Period, as set out in Appendix 3; and

T1SRA: means the Tier 1 Services Baseline Value, as set out in Appendix 3.

Part B: What is the licensee funded to deliver?

3-131.53.11.4 The licensee is funded to deliver a Baseline Target Workload Of Tier 1
Services Repex during the Price Control Period, as set out in Appendix 1.

Part C: Reporting requirements

3-11.63.11.5 Ifthe total Outturn Workload Of Tier 1 Services Repex across all Tier 1
Services Repex Workload Activities for the Distribution Network is more than 10%
less than the Baseline Target Workload Of Tier 1 Services Repex, then the licensee
must submit to the Authority a report for publication that details the reasons for,
and effects of, this under-delivery, in a format directed by the Authority.




Appendix 1

Baseline Target Workloads Of Tier 1 Services_Repex

GDNDistribution Network | Volume (no. interventions)
EoE 244930227686229,963
Lon 185;295166,687

NW 195:011143,874 145,313
WM 1574646127433 128,707
Northern Gas Networks Ltd -469158,893

Scotland Gas Networks plc 806,43076,325

Southern Gas Networks plc

269;929262,400

Wales & West Utilities Ltd

118;603122,984

Appendix 2

Baseline Activity Volumes Of Tier 1 Services Repex and Allowed Unit Costs

LicenseeDistribution Type of Baseline Activity | Allowed Unit Cost
Network service Volume of Tier 1 | (£/intervention)
intervention | Services (no.
interventions)
EoE Relay 115;293138.372 812[REDACTED]
139,756
EoE Test & 126,63689.314 512[REDACTED]
Transfer 90,207
Lon Relay 138,438124,265 868[REDACTED]
Lon Test & 4715842,422 547[REDACTED]
Transfer
NW Relay 128,77496,569 542[REDACTED]
97,534
NW Test & 66,23747.306 341[REDACTED]
Transfer 47,779
WM Relay 103,82684424 556[/REDACTED]
85,269
WM Test & 53,8204-3,009 350[REDACTED]
Transfer 43,439
Northern Gas Networks Ltd | Relay 88,48193,213 361[REDACTED]
Northern Gas Networks Ltd | Test & 58,98865,679 227[REDACTED]
Transfer
Scotland Gas Networks plc Relay 3113038,926 913[REDACTED]
Scotland Gas Networks plc Test & 49-30037,399 575[REDACTED]
Transfer
Southern Gas Networks plc Relay 179.836173,208 778[REDACTED]
Southern Gas Networks plc | Test & 90.09389,192 4906[REDACTED]
Transfer
Wales & West Utilities Ltd Relay 59.30261,492 522[REDACTED]
Wales & West Utilities Ltd Test & 59.30261,492 329[REDACTED]
Transfer




Appendix 3

Tier 1 Services Baseline Values by Regulatory Year (T1SRA, £m)

GDNDistribu | 24/2226/ | 22/2327/ | 23/2428/ | 2442529/ | 25/2630/ | Total
tion Network | 27 28 29 30 31 Value (all
years)
EoE
4 8 4 9 9 255:05
55.67 58.55 52.18 48.05 40.93 255.37
Lon 38:60449 6346.0 | 2877453 2852456 | 2821458 14574
6 0 L 3 3 22771
44.99 45.34 45.60 45.87 227.80
NW 192730 182899 182574 1808230 1493487 9220
3 29.70 26.36 9 8 12763
31.76 23.65 19.24 130.72
WM 162892 1552283 1544269 | 1500233 1487192 7650
29.00 1 4 2 1 126.70
28.33 26.96 23.35 19.23 126.86
Northern Gas | 9-1216:15 | 9-0417Z71 | 8961945 | 8.8720.98 | 8.7922.61 | 44.896.90
Networks Ltd | 15.70 17.24 18.97 20.50 22.11 94.53
Scotland Gas 113075 112644 143132
Networks plc | 1442124 | 1148125 | 11.68 11.38 11.25 56.859:46
6 9 59.12
12.39 12.43
Southern Gas | 37421431 | 3721423 | 3673421 | 364108 | 3646406 | 184.03209
Networks plc | 8 6 9 40.91 8 49
43.20 42.18 42.02 40.49 208.79
Wales & West | 11.2624-1 | 1006264 | 9342375 | 1000237 | 9802710 | 5047
Utilities Ltd 9 8 25.01 5 28.54 12518
25.40 27.90 25.02 131.87
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Special-Condition-3-46Special Condition 3.12 Tier 2A mains and

services replacement volume driver (RE;)

Introduction

3-16-13.12.1 The purpose of this condition is to calculate the term RE: (the tier 2A mains
and services replacement volume driver). This contributes to the calculation of the
Totex Allowance.

3-16:23.12.2 The effect of this condition is to adjust revenue to fund the licensee for mains
and services replacement expenditure incurred in relation to Above Risk Action
Threshold Tier 2 Mains.

Part A: Formula for calculating the tier 2A mains and services replacement volume
driver

3-16-33.12.3 The value of RE: is derived in accordance with the following formula:

3
RE, = Z(Ln,t X Upe X 107°)

n=1

where:



Ln,t

Un,t

means the length of Above Risk Action Threshold Tier 2 Mains

in kilometres decommissioned in respect of diameter band n,
where the diameter bands are defined-as-seteutprescribed in
the following table, except that any diameter of mains not
eoveredprescribed by the table or any mains measured in
metric measurement is to be reported in the diameter band
corresponding to the nearest imperial equivalent;

Diameter band n

Nominal internal diameter of
mains decommissioned

(inches)

>8to <10

>=2>10<=to <12

>12.to <18;and

: and

as set out in the relevant table in Appendix 1.

means the specific matrix costs in respect of diameter band n

2z
3

24266 124266 0 24266 0 1247266 124266
258233 258233 258233 258233 258233
444839 444839 444839 444839 444839

Distribution Network specific matrix costs (£ per kilometre mains decommissioned
including associated service interventions) for Above Risk Action Threshold Tier 2
Mains by Regulatory Year: Distribution Network: LenEoE

Diam | 2021/222026 | 2022/232027 | 2023/242028 | 2024/252029 | 2025/262030

eter | /27 /28 129 /30 /31

band

n

1 141293[RED | $445293[RED | $#44;293[RED | $44;:293[RED | 444;293[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

2 293,615[RED | 293,615[RED | 293,615[RED | 293,615[RED | 293,615[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

3 502;377[RED | 502;377[RED | 502;377#[RED | 502;377[RED | 502;377[RED
ACTED] ACTED] ACTED] ACTED] ACTED]




Distribution Network specific matrix costs (£ per kilometre mains decommissioned
including associated service interventions) for Above Risk Action Threshold Tier 2

Mains by Regulatory Year: Distribution Network: -Seotland-Gas NetweorkspleLon

Diam | 2021/222026 | 2022/232027 | 2023/242028 | 2024/252029 | 2025/262030

eter | /27 /28 /29 /30 /31

band

n

1 134,180[RED | 434,480[RED |134,180[RED |434,186[RED |134,480[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

2 278,834[RED | 278,834[RED | 278,834[RED | 278,;834[RED | 278,834[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

3 477.087[RED | 477,087[RED |477087[RED | 477%087Z[RED | 477087[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

Distribution Network specific matrix costs (£ per kilometre mains decommissioned
including associated service interventions) for Above Risk Action Threshold Tier 2

Mains by Regulatory Year: Distribution Network: -Seuthern Gas Networks pleNW

Diam | 2021/222026 | 2022/232027 | 2023/242028 | 20244252029 | 2025/262030

eter | /27 /28 /29 /30 /31

band

n

1 143451[RED | $43454[RED | 443451[RED |143451[RED | 143,451[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

2 298101[RED | 298;2404[RED | 298404[RED | 298;101[RED | 298;104[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

3 510;053[RED | 540;053[RED | 530;053[RED | 540;053[RED | 530;053[RED
ACTED] ACTED] ACTED] ACTED] ACTED]




Distribution Network specific matrix costs (£ per kilometre mains decommissioned
including associated service interventions) for Above Risk Action Threshold Tier 2
Mains by Regulatory Year: Distribution Network: -Wales & West Utilities Limited WM

Diam | 2021/222026 | 2022/232027 | 2023/242028 | 2024/252029 | 2025/262030

eter | /27 /28 /29 /30 /31

band

n

1 107,746[RED | 10%746[RED | 107746[RED | 107746[RED | 107%746[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

2 223,904[RED | 223,904[RED |223,904[RED |223,904[RED |223,904[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

3 383;101[RED | 383;101[RED |383;104[RED |383;101[RED | 383;104+[RED
ACTED] ACTED] ACTED] ACTED] ACTED]

Special- Condition-3-17Special Condition 3.13 HSE policy Re-opener
(REPy)

Introduction

31743.13.1 The purpose of this condition is to calculate the term REP: (the HSE policy Re-
opener term). This contributes to calculation of the Totex Allowance.

31723.13.2 The effect of this condition is to establish a Re-opener triggered by either the
licensee or the Authority where there have been specified changes to Repex costs

resulting from a change to Regex Related HSE Pohc;g Area, or spec1f1ed changes to

F@%&Hﬂg%@#raaagmgiaagaeie%sh#ﬁveﬁemenie#eedgrogrammes of work to

remediate non-compliant Legacy Safety6GSHR Disconnections as determined in
writing by the-HSE.

3-1733.13.3 This condition also explains the process that the Authority will follow when
directing any changes as a result of the Re-opener.

Part A: What-is-the-Scope of this Re-opener2

331743.13.4 Where paragraph 3.13.5 applies, the licensee may apply to the Authority for a
direction adjusting:
(a) the value of REP: term;

(b) the values in Special Condition 3.1 (Baseline Network Risk Output) that relate
to Repex;

(c) the values in Special Condition 3.10 (Tier 1 Mains decommissioned Price
Control Deliverable);-and

(d) the values in Special Condition 3.11 (Tier 1 Services Repex Price Control
Deliverable}:); and

(e) the values in Special Condition 3.19 (Tier 1 Stubs decommissioning Price

Control Deliverable).
3-1753.13.5 This paragraph applies where there are:

(a) changes to a Repex Related HSE Policy Area that will materially impact Repex;
or

(b) Emergency-And-Repairadditional costs directly arising from statutery
requirementsrelatingchanges to managing fatigue for shift werkers



enforecedprogrammes of work to remediate non-compliant Legacy
SafetyGS{HUIR Disconnections as determined in writing by the-HSE.

Part B: When to make an application

3-1763.13.6 The licensee may only apply to the Authority for an adjustment under
paragraph 3.474:13.4, relating to the condition in paragraph 3.13.5 part (a):

(a) Between 25January20221 October 2027 and 3+january20227 October 2027;
{b)Between 25January20231 October 2029 and 34Hjanuary2023;

fe3(b) Between25January-20247 October 2029; and-3Hjanuary-2024;and
() during such later periods as the Authority may direct.

3.13.7 The licensee may only apply to the Authority for an adjustment under paragraph

3.13.4, relating to the condition in paragraph 3.13.15 part (b):
(a) Between 1 October 2027 and 7 October 2027; and

(b) during such later periods as the Authority may direct.

Part C: How to make an application

31773.13.8 An application under paragraph 3.4713.4 must be made in writing to the
Authority and_must:

(a) speeifyprovide:

i. evidence efenfoereement in writing by HSE, either by letter and/or a formal

notice served under the Health and Safety at Work etc Act 1974, of a
change to a Repex Related HSE Policy AreasArea;

ii. evidence of notice in writing from the HSE of a change in an Approved
Programme; or
iii. evidence of agreement in writing from the HSE of changes erthe-statutory

requirementsrelating to-managing fatigue for shift- werkers-to programmes
of work to remediate non-compliant Legacy Safety&GSHHIR Disconnections,

to which the application relates;

f23(b) set out the proposed adjustments to the value of the REPt term that the
licensee is requesting;

H3(c) set out any ehangesadjustments to Special Condition 3.1, 3.10, 3.11 or
3.4319 that the licensee is requesting;

fe3(d) explain the basis of the calculation for any proposed adjustments to the
REP: term or any values in Special Conditions 3.1, 3.10,3.11 or 3.1319;

f3(e) specify the Regulatory Years to which any adjustments proposed under
sub-paragraph (b) or (c) relate; and

fe3(f) include such detailed supporting evidence, including Cost-Benefit
Analysis, impact assessments and engineering justification statements, as is
reasonable in the circumstances.

31783.13.9 An application must:

(a) relate to changes to a Repex Related HSE Policy Area-thateame-into-effeet

Between1-April 2020-and 31 Mareh-2026, or Approved Programme which

relates to Repex, or changes to programmes of work to remediate Legacy
SafetyGSHIR Disconnections that came into effect during the Price Control

Period;

(b) take account of any allowed expenditure; which can be avoided as a result of
the changes;



(c) be confined to costs incurred or expected to be incurred that exceed the
Materiality Threshold; and

(d) relate to costs incurred or expected to be incurred on or after 1 April
20212026.

Part D: Authority triggered re-opener

3-14793.13.10 The Authority will-alse-considerdireetingmay direct an adjustment to the
value of the REP: term or Special Conditions 3.1, 3.10,3.11 or 3.3319 where it

considers that there have been changes to anya Repex Related HSE Policy Area or
the licensee's Approved Programme that materially impact Repex-erchanges-te

a) have come into effect i :during the
(a) during the

Price Control Period;
(b) relate to changes to costs incurred or expected to be incurred that exceed the
Materiality Threshold; and

(c) relate to changes to costs incurred or expected to be incurred on or after 1
April 20212026.

Part E: What-process-will-Process the Authority will follow in making a direction?

3347463.13.11 Before making a direction under paragraph 3.4713.4 or 3.374813.10,
the Authority will publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and
(c) a period during which representations may be made on the proposed direction,

which will nretbeless-than28-daysbe up to 28 days unless the Authority
determines that a longer period is appropriate.

3471443.13.12 The direction will set out:

(a) any adjustments to the value of the REP: term;
(b) any amendments to Special Conditions 3.1, 3.10,3.11 and 3.4319; and

(c) the Regulatory Years to which any adjustments to allowances made under sub-
paragraphs (a) and (b) relate.







Special- Condition-3-19Special Condition 3.14 Heat policy-and-energy
efficieney Re-opener (HPRA:)

Introduction

3-19:13.14.1 The purpose of this condition is to calculate the term HPRA:¢ (the Heat policy
Re-opener term). This contributes to the calculation of the Totex Allowance.

A

sas to-Heat Poliey ag
resultin-material changes-to-the-eost of Licensed-Aetivity-This condition also
explains the process the Authority will follow when directing any changes as a
result of the Re-opener.




PartD:Part A: Authority triggered Re-opener

314983.14.3 The Authority will-alse consider directing an adjustment to the HPRA: term or
the outputs, delivery dates or allowances established by the special conditions of

this licence where there have been changes to Heat PelicyrAreas-thataffeetany Heat
Policy Area that affects the licensee's legal obligations-asalicensee that:

(a) have come into effect on or after 1 April 26212026;

(b) exceed the Materiality Threshold; and
b) I the Materiality Threshold: and
(c) relate to costs incurred or expected to be incurred on or after 1 April
20232026.
Part E:Part B: WhatThe process will-the-Authority follow-infor making a direction?

3.14.4 Before making a direction under paragraph 3.49-4-ex¥-14.3 the Authority will publish
on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(<) a period during which representations may be made on the proposed

direction, which will -#9-8;be up to 28 days unless the Authority will publish-en
the-Autherity s Website:determines that a longer period is appropriate.

31993.14.5 The direction will set out:

(a) any adjustments to the PCFM Variable Values of this licence;
(b) the Regulatory Years to which those adjustments relate;_and

(c) any amendments to the outputs and delivery dates established by the special
conditions of this licence.



Special- Condition-3-20Special Condition 3.15 Diversions and Loss of
Development Claims policy-Re-opener-and-Price Control-Deliverable

(DIVy)
Introduction
Intr ion

3:20-13.15.1 The purpose of this condition is to calculate the term DIVt (the Diversions
pelieyand Loss of Development Claims Re-opener term). This contributes to the
calculation of the Totex Allowance.

320-2—The effect of this condition is to:

3-20-33.15.2 b} establish a Re-opener triggered by the licensee where there are material
additional Diversion Costs, reasonable alternative solutions that avoid Diversion
Costs, Loss of Development Claims or costs of rectifying or mitigating damage to
Network Assets due to adverse environmental factors beyond the control of the
licensee;.

3-20-4—This condition also explains the process the Authority will follow when
makingdirecting any changes under-this-condition:

3-20-53.15.3 Fermulaforcaleulatingthe diversionspeoliey-as a result of the Re-opener-term

Where:
PIO: means-thesumofallowancesinAppendix1;and

PIV/RO: hasthevaluezero-unless-otherwise-directed-by-the-Autherity-in
acecordancewith Part D

Part-A:--What is the licensee-funded-to-deliver

Part B:Part A: Diversions and Loss of Development Claims Policy scope of this

Re-opener?

3-20-83.15.4 The licensee may apply to the Authority for a direction adjusting the value of
the DIVt term for any Regulatory Year during the Price Control Period in relation to
additional:

(a) a}-Diversion Costs or the cost of reasonable alternative solutions that avoid
Diversion Costs;

(b) B)-Loss of Development Claims; or



(c) €}costs of diverting gas assets due to adverse environmental factors.
Part B: W ! ! licati

3:20-93.15.5 The licensee may only make an application under paragraph 3.20-6 Between

25Janvary-202415.4 between 1 April 2028 and 34Hjanuary20247 April 2028, and
during such later periods as the Authority may direct.

P : How to make an lication

3-20-163.15.6 An application under paragraph 3.26-615.4 must be made in writing to the
Authority and:

(a) a)specify the Diversion Costs, the cost of reasonable alternative solutions to
avoid Diversion Costs, Loss of Development Claims or costs of rectifying
damage to Network Assets due to adverse environmental factors beyond the
control of the licensee that have led to the application;

(b) b}-set out the adjustments to the value of the DIVt term that the licensee is
requesting and the Regulatory Years to which that adjustment relates;

(c) €)explain the basis of the licensee's calculation of the proposed adjustments to
the value of the DIV: term;

(d) d3-if the application relates to Diversion Costs, include engineering justification
statements that the Diversion Costs; are efficient and unavoidable;

(e) e}if the application relates to reasonable alternative solutions to avoid
Diversion Costs, these must be at lower lifetime cost than a Diversion and
provide the equivalent consumer benefits as a Diversion would;

(f) 8-if the application relates to Loss of Development Claims, demonstrate that
reasonable challenge has been made to the basis for, and quantum, of any Loss
of Development Claim; and

(g) grinclude such detailed supporting evidence, including Improvement Plans,
risk mitigation approaches, Cost-Benefit Analysis and impact assessments, as is
reasonable in the circumstances.

3-20-113.15.7 An application under paragraph 3.26-615.4 must:

(a) a}be confined to Diversion Costs, the cost of reasonable alternative solutions to
avoid Diversion Costs, Loss of Development Claims or costs of rectifying
damage to Network Assets due to adverse environmental factors beyond the
control of the licensee that were incurred or are expected to be incurred on or
after 1 April 20212026;

(b) b}-take account of any allowed expenditure, which can be avoided as a result of
the change; and

(c) €}relate to costs incurred or expected to be incurred that exceed the
Materiality Threshold.
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Part D: What process will the Authority follow in making a direction?

3-206-153.15.8 Before making a direction under paragraph 3.26- 20-1215.4 the
Authority will publish on the Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction,
which will ajbe up to 28 days unless the text-efthe prepesedAuthority
determines that a longer period is appropriate.

he direction;

3-20-163.15.9 Adirectionunderparagraph3-20-6-will set-eut will set out any adjustments to

the value of the DIVt term and the Regulatory Years to which that adjustment
relates.







Special- Condition-3-22Special Condition 3.16 New Large Load
Connections Re-opener and-Price-Control Deliverable-(NLLRy)

Intr ion
introduction
32213.16.1 The purpose of this condition is to calculate the term NLLR¢ (the New

Large Load Connections Re-opener term). This contributes to the calculation of
the Totex Allowance.




3:22:33.16.2 The effect of this condition is to establish a Re-opener triggered by either
the licensee-er-the-Autherity where connection of New Large Load Connections
will trigger specific reinforcement expenditure that cannot be recovered
through the Connection Charge,

(a) ¥ £ the PriceC 1 Delj bl fiodin thi

3-22-4—This condition alse-explainssets out the process the Authority will follow when
makingdirecting any changes underas a result of this eendition:

3:22-53.16.3 Eeormulafer-caleulating the newlargeload-connections-Re-opener-term

NLLRO: means-the sum-of allowancesin-Appendix1;and

NLLRRO. | | | | 1 codi 1 by the Authoritvi
acecordance-with-PartD-

Part-A:-What is the licenseefunded-to-deliver

PartB:Part A: NewLarge Load-Connections-scope of this Re-opener?

3:22-83.16.4 The licensee may apply to the Authority for a direction to adjust the value
of the NLLRt term for any Regulatory Year during the Price Control Period
where the connection of New Large Load Connections will trigger specific
reinforcement expenditure that cannot be recovered through the Connection

Charge.
Part B: When to make an application

3:22-93.16.5 The licensee may only apply to the Authority for an adjustment under

paragraph 3.22-616.4 Between 25January20241 October 2028 and 3+January
20247 October 2028, and during such later periods as the Authority may direct.

Part C: How to make an application

3-22-103.16.6 An application under paragraph 3.22-616.4 must be made in writing to
the Authority and:- must:

(a) specify the name and connection specifications of the New Large Load
Connections to which the application relates;



(b) set out the adjustments to the value of the NLLR: term that the licensee is
requesting, and the Regulatory Years to which that adjustment relates;

(c) explain the basis of the calculation for the proposed adjustments to the
NLLRt term including the Economic Test; and

(d) include such detailed supporting evidence, including any commitments
that those seeking the New Large Load Connections may have provided,
engineering justification statements and analysis of potential alternatives
to specific reinforcement, as is reasonable in the circumstances.

3:22-413.16.7 An application under paragraph 3.22-616.4 must:

(a) take account of any allowed expenditure, which can be avoided as a result
of the change;

(b) relate to costs that exceed the Materiality Threshold; and

(c) be confined to costs incurred or expected to be incurred on or after 1 April
20212026.

Part D: What process will the Authority follow in making a direction?

3-22-153.16.8 Before making a direction under paragraph 3.22-6-er3-22-1216.4, the
Authority will publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed
direction, which will ret-be lessthanup to 28 days unless the Authority

determines that a longer period is appropriate from the date of publication.

3:22-163.16.9 AThe direction-underparagraph-3-22-6 will set out any adjustments to the
value of the NLLR: term and the Regulatory Years to which that adjustment
relates.















Special- Condition-3-24Special Condition 3.17 Specified Streetworks
Costs Re-opener (STW;)

Introduction

3:2413.17.1 The purpose of this condition is to calculate the term STW: (the Specified
Streetworks Costs Re-opener term). This contributes to the calculation of the
Totex Allowance.

3:24:23.17.2 The effect of this condition is to establish a Re-opener triggered by either
the licensee or by the Authority in relation to Specified Streetworks Costs.

3:24-33.17.3 This condition also explains the process the Authority will follow when
directing any changes as a result of the Re-opener.

Part A: What is the scope of this Re-opener?

3:24-43.17.4 The licensee may apply to the Authority for a direction adjusting the value
of the STWt term for any Regulatory Year during the Price Control Period in
relation to Specified Streetworks Costs.

Part B: When to make an application

324-53.17.5 The licensee may only apply to the Authority for an adjustment under

paragraph 3.2417.4 Between 25January20241 April 2029 and 31january
20247 April 2029, and during such later periods as the Authority may direct.

P : How to make an lication

3:-24-63.17.6 An application under paragraph 3.2417.4 must be made in writing to the
Authority and must:

(a) state the Specified Streetworks Costs that have led to the application;

(b) set out the adjustments to the value of the STWt term that the licensee is
requesting and the Regulatory Years to which that adjustment relates;

(c) explain the basis of the licensee’s calculation of the proposed adjustments
to the value of the STW: term; and



(d) include such detailed supporting evidence that the Specified Streetworks
Costs are efficient and unavoidable as is reasonable in the circumstances.

3-24-73.17.7 An application under paragraph 3.2417.4 must:
(a) relate to:

(i) permit schemes, lane rental schemes or requirements that have
been imposed or are expected to be imposed on or after 1 April
202+2026; or

(ii)__costs incurred from the new Material Classification Protocol
replacing the existing Environment Agency Regulatory Position

Statements (RPS) 298 and 299 from 1st October 2025 to
31st March 2026; or

23(b) take account of any allowed expenditure; which can be avoided as
aresult; and

() relate to costs incurred or expected to be incurred that exceed or
are expected to exceed the Materiality Threshold.

Part D: What process will the Authority follow in making a direction?

3.17.8 Before making a direction under paragraph 3.17.4 the Authority will publish on
the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and
(c) aperiod during which representations may be made on the proposed

direction, which will 24-4be up to 28 days unless the Authority will publish
en—the—,ﬁr&t-her—l-t—y—s—Websﬁe—determmes that a longer period is appropriate.

3:24.83.17.9 The direction will set out any adjustments to the value of the STW: term
and the Regulatory Years to which that adjustment relates.




Special Condition.3.25 No I

S ial O lition.3.26.P lisi If tacilitios Price Control
Deliverable (PWF,)

Special Condition 3.18 Safety Ddisconnections volume driver
(GDVDy)

Introduction

326-13.18.1 The purpose of this condition is to calculate the term GDVD: (the
personalising-welfare facilities Price Control Deliverablesafety disconnections

adjustment term). This contributes to the calculation of the Totex Allowance.

3:26-23.18.2 The effect of this condition is to speeify-the-eutputs-delivery-datesand
associated-allowancesforthe Price-Control Deliverable:adjust revenue to fund

SafetyGSIUR Disconnections.

Part A: Formula for calculating the personalising-welfarefacilities Price
Control Deliverablesafety disconnections adjustment term (PWF:GDVDx)

3:26-43.18.3 The value of PWE:GDVD: is derived in accordance with the following
formula:

PWE = PWEA~ PWER,
GDVD, = ((SDC, - SDUCBEUS) + (CDC, - CDUCDEYE)) - 10~°

where:
SDC: means the number of Simple Disconnections carried out by the
licensee;
PWEA: means the sum-efallewaneesindividual Simple Disconnection

SDUCDEYS  unit cost as set out in Appendix 1;-and

PWER.CDC: hasmeans the valuezero-unless-otherwise-directednumber of

Complex Disconnections carried out by the Autherity-in
aceordance-with-PartClicensee;

CDUC means the individual Complex Disconnection unit cost as set
out in Appendix 2; and

GDVD: means the safety disconnections adjustment term.



Simple Disconnection unit costs

Distribution Network imple Disconnection unit cost
EoE 150 148

Lon 153132

NW 181153

WM 143

Northern Gas Networks Ltd 421 245

Scotland Gas Networks plc 181

Southern Gas Networks plc 364 220

Wales and West Utilities Ltd 440 250

Appendix 2

Complex Disconnection unit costs

Distribution Network Complex Disconnection unit cost (£)
EoE 1485 1,137

Lon 1755 1,600

NW 1,577 1,212

WM 145321,177

Northern Gas Networks Ltd 693

Scotland Gas Networks plc 1,414

Southern Gas Networks plc 2:420 1,810

Wales and West Utilities Ltd 1,111

Special Condition 3.19 Tier 1 Stubs decommissioning Price Control

Deliverable (STBDy)

Part A: IntroductionPWFRy{The-Authority will,-in-accordance-with-the
t princiol I tin Part A of S ial o fition 9.3(
3.19.2 The purpose of this condition is to calculate the term STBD¢ (the Tier 1 Stubs

decommissioning Price Control Deliverable term). This contributes to the
calculation of the Totex Allowance.

3.19.3 1

for PWER. This condition specifies the allowances and target workloads




for the Price Control Deliverable and the reduction in allowances if the licensee
hasdoes not deliver the target volume of Tier 1 Stubs decommissioned.

ntrol Deliverabl rm [STBD

3.19.4 The value of STBD:is derived in accordance with the following formula:
STBD; = STBDA; — STBIAd — STBDAd

STBDA: means the allowance derived in accordance with paragraph 3.19.4;

STBIAd means the adjustment derived in accordance with paragraph 3.19.6;
and

STBDAd means the adjustment derived in accordance with paragraph 3.19.7.

3.19.5 The value of STBDA:is derived in accordance with the following formula:
STBDA, = (TW; - CS-107°%) + (FNS,-CNS-1079)

where:

TW: means the target workload of Tier 1 Stubs Decommissioned as set
outin Appendix 1;

CS means the allowed unit cost of Tier 1 Stubs Decommissioned as set
out in Appendix 2;

ENS: means the forecast number of Tier 1 Stubs Investigated But Not
Decommissioned as set out in Appendix 3; and

CNS means the allowed unit cost of Tier 1 Stubs Investigated But Not

Decommissioned as set out in Appendix 4.

Part C: What is the licensee funded to deliver?

3.19.6 Thelicensee is funded to deliver a target workload of Tier 1 Stubs

decommissioned and stubs investigated but not decommissioned during the
Price Control Period, as set out in Appendix 1 and Appendix 3 respectively.

Part D: A ment of the Pri ntrol Deliverabl

3.19.7 After the Price Control Period, the value of STBIAd will be derived in
accordance with the following formula:

STBIAd = max(CNS(FNS, — ANS,) - 1076, 0)

where:

CNS means the allowed unit cost of Tier 1 Stubs Investigated But Not
Decommissioned as set out in Appendix 4;

ENS: means the forecast number of Tier 1 Stubs Investigated But Not
Decommissioned as set out in Appendix 3; and

ANS: means the number of Tier 1 Stubs Investigated But Not
Decommissioned as of 31st March per Regulatory Year.




3.19.8 After the Price Control Period, the value of STBDAd will be derived in

accordance with the following formula:
{ CS(TW, — AW;)

STBDAd =

outin Appendix 2; and

A

ndix 1

06— AW < TUL
CSCAW, —TW-10=6 AW > Tyz

means the target workload of Tier 1 Stubs Decommissioned as set

outin Appendix 1;
CS means the allowed unit cost Of Tier 1 Stubs Decommissioned as set

means the number of Tier 1 Stubs Decommissioned as of 31st March
per Regulatory Year.

Target workload volume (number of Tier 1 Stubs) of Tier 1 Stubs

Decommissioned by Regulatory Year

Allowed unit cost Of Tier 1 Stubs Decommissioned

Distribution Network

Allowed Unit Cost (£/Tier 1 Stub)

EoE [REDACTED]
Lon [REDACTED]
NW [REDACTED]
WM [REDACTED]
Northern Gas Networks Ltd [REDACTED]
Scotland Gas Networks plc [REDACTED]
Southern Gas Networks plc [REDACTED]

Distribution 26/27 27/28 28/29 29/30 30/31 Total (all
Network years)
EoE 137 137 137 137 137 685
Lon 162 162 162 161 161 808
NW 188 188 188 188 189 941
WM 228 228 228 227 227 1,138
Northern Gas 53 53 53 0 0 159
Networks Ltd
Scotland Gas 37 37 36 28 22 160
Networks plc
Southern Gas 107 107 107 106 106 533
Networks plc
Wales & West 305 305 305 305 307 1,527
Utilities Ltd

A ndix 2




Distribution Network Allowed Unit Cost (£/Tier 1 Stub)

Wales & West Utilities Ltd [REDACTED]

A ndix

Forecast volume (number of Tier 1 Stubs) of Tier 1 Stubs Investigated But Not

Decommissioned by Regulatory Year

Distributio | 26/27 27/28 28/29 29/30 30/31 Total (all
n Network yvears)
EoE 201 201 201 2001 2001 1,0035
Lon 212 212 212 2132 2132 1,0620
NW 287 287 287 287 2867 1,4345
WM 357 357 357 3567 3567 1,7835
Northern 405 405 405 0 0 1,215
Gas
Networks
Ltd
Scotland Gas | 6 6 7 5 3 27
Networks

| plc
Southern 18 18 18 18 18 90
Gas
Networks
plc
Wales & 211 211 211 211 211 1,055
West
Utilities Ltd

A ndix 4

Allowed unit cost of Tier 1 Stubs Investigated But Not Decommissioned

Distribution Network Allowed Unit Cost (£/Tier 1 Stub)
EoE [REDACTED]
Lon [REDACTED]
NW [REDACTED]
WM [REDACTED]
Northern Gas Networks Ltd [REDACTED]
Scotland Gas Networks plc [REDACTED]
Southern Gas Networks plc [REDACTED]
Wales & West Utilities Ltd [REDACTED]




Special Condition 3.20 General Reinforcements Re-opener (GRCRy)
Introduction_

3.20.1 The purpose of this condition is to calculate the term GRCR: (the General
Reinforcements Re-opener term). This contributes to the calculation of the

Totex Allowance.

3.20.2 The effect of this condition is to establish a Re-opener triggered by either the
licensee ity where General Reinforcements will trigger

reinforcement expenditure that cannot be recovered through any other charge.
the Connection Charee.

3.20.3 This condition sets out the process the Authority will follow when directing any
changes as a result of the Re-opener.

Part A: What is the scope of this Re-opener?

3.20.4 FullyDeliveredThe licensee may apply to the Authority for a direction to adjust
the value of the GRCR: term for any Regulatory Year during the Price Control

Period where General Reinforcements will trigger: ific reinforcement
expenditure that cannot be recovered through any other charge. the
ConnectionCharge.

Part-C:Part B: How to make an eutput-in-Appendix-t-application

3.20.5 An application under paragraph 3.20.4 must be made in writing to the
Authority and must:

(a) specify the name and specifications of the General Reinforcement to which
the application relates;

(b) set out the adjustments to the value of the GRCR: term that the licensee is

requesting, and the Regulatory Years to which that adjustment relates;

(c) explain the bases of the calculation for the proposed adjustments to the
GRCR: term; and

d) include such detailed supporting evidence, engineering justification
statements and analysis of potential alternatives to General specifie
Reinforcement, as is reasonable in the circumstances.

3.20.6 An application under paragraph 3.20.4 must:

(a) take account of any allowed expenditure, which can be avoided as a result
of the change;
(b) relate to costs that exceed the Materiality Threshold; and

(c) be confined to costs incurred or expected to be incurred on or after 1 April
2026.




3.20.7 Before making a direction under paragraph 3.20.4, the Authority will publish
on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and
(c) aperiod during which representations may be made on the proposed

direction, which will be up to 28 days unless the Authority determines that
a longer period is appropriate from the date of publication.

3.20.8 The direction will set out any adjustments to the value of the GRCR: term and
the Regulatory Years to which that adjustment relates.

Special Condition 3.21 Biomethane Distributed Entry
Reinforcement use it or lose it allowance (BDER

3.21.1 The purpose of this condition is to calculate the term BDER: (the Biomethane

Distributed Entry Reinforcement use it or lose it allowance). This contributes to

the calculation of the Totex Allowance.

3.21.2 The effect of this condition is to:

(a) specify the allowance for BDER;
(b) provide for a Use It Or Lose It Adjustment; and

(c) require the licensee to comply with the Biomethane UIOLI Governance

Document.

3.21.3 This condition also explains the process the Authority will follow when issuing
or amending the Biomethane UIOLI Governance Document.

Part A: Formula for calculating the Biomethane Distributed Entry
Reinforcement use it or lose it allowance term (BDER})

3.21.4 The value of BDER:is derived in accordance with the following formula:

BDER, = BDERA, — BDERR,

where:

BDERA: means the allowances in Appendix 1 that relate to the licensee; and

BDERR: has the value zero unless otherwise directed by the Authority in
accordance with Part €B.

P B: itOrL It Adjustmen

3.21.5 The Authority will direct an amendment to the value of BDERtwhere it
considers that a Use It Or Lose It Adjustment is appropriate.



P : Biomethan 10LI vernance D men

3.21.7 The licensee must comply with the Biomethane UIOLI Governance Document
when incurring expenditure in relation to the allowance provided by this

condition.

3.21.8 The Authority will issue and amend the Biomethane UIOLI Governance
Document by direction.

3.21.9 The Authority will publish the Biomethane UIOLI Governance Document on the
Authority’s Website.

3.21.10 The Biomethane UIOLI Governance Document will make provision about the
governance and administration of the Biomethane Distributed Entry

Reinforcement use it or lose it allowance, including:

(a) allowable Biomethane Distributed Entry Reinforcement use it or lose it

expenditure and unrecoverable Biomethane Distributed Entry
Reinforcement use it or lose it expenditure:

(b) the eligibility criteria, which expenditure incurred in relation to the

allowance provided by this condition must meet; and

(c) the reporting obligations in respect of which expenditure incurred in

relation to the Biomethane Distributed Entry Reinforcement allowance
which the licensee must meet:; and

d) the cap level that each project must not exceed.

3.21.11 Before directing that the Biomethane UIOLI Governance Document comes into
effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed Biomethane UIOLI Governance Document;
(b) the date on which the Authority intends the Biomethane UIOLI Governance

Document to come into effect; and

(c) a period during which representations may be made on the content of the

Biomethane UIOLI Governance Document, which will be up to 28 days
unless the Authority determines that a longer period is appropriate.

3.21.12 Before directing an amendment to the Biomethane UIOLI Governance
Document, the Authority will publish on the Authority’s Website:

(a) the text of the proposed amendments to the Biomethane UIOLI Governance

Document;

(b) the date on which the Authority intends the amended Biomethane UIOLI

Governance Document to come into effect;

(c) the reasons for the proposed amendments to the Biomethane UIOLI

Governance Document; and




(d) a period during which representations may be made on the proposed

amendments to the Biomethane UIOLI Governance Document, which will

be up to 28 days unless the Authority determines that a longer period is
appropriate,

P D: Authority’s direction pr

3.21.13 Before making a direction under paragraph 3.21.56, the Authority will publish
on the Authority’s website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed

direction, which will be up to 28 days unless the Authority determines that
alonger period is appropriate.

3.21.14 The direction will set out the value of the BDER: term and the Regulatory Years
to which that adjustment relates.

Part E: Review he Authori

3.21.15 In the Regulatory Year commencing on 1 April 2027, the Authority may review
the licensee’s management of Biomethane, including the costs incurred by the
licensee as part of this activity.

3.21.16 The review may also include, but not be limited to, review of the cap per
Biomethane Connection, the total allowances in Appendix 1 and the review of
the Biomethane UIOLI Governance Document. The Authority will discuss the

scope and timescale for undertaking the review with the licensee.

3.21.17 Upon completion of the review, the Authority will set out any further steps
which it considers appropriate in relation to the licensee’s management of

Biomethane, including modifications under section 23 of the Act.

A ndix 1
Biomethane use it or lose it allowance (£m)

Distribution | Allowance
Network (E£m)
EoE 20.00
Lon 20.00
NW 20.00
WM 20.00
NGN 20.00
Sc 20.00
So 20.00
WWwWU 20.00




Special Condition 3.22 Complex Distribution Systems Re-opener
CDS

Intr ion

3.22.1 The purpose of this condition is to calculate the term CDS: (the Complex
Distribution Systems Re-opener term). This contributes to the calculation of the

Totex Allowance.

3.22.2 The effect of this condition is to establish a Re-opener to be triggered by the

licensee where the licensee incurs costs relating to the condition-based
replacement of assets within Complex Distribution Systems during the Price

Control Period.

3.22.3 This condition also explains the process that the Authority will follow when
directing any changes as a result of the Re-opener.

Part A: What is the scope of this Re-opener?

3.22.4 The licensee may apply to the Authority for a direction adjusting the value of

the CDS: term for any Regulatory Year during the Price Control Period where
the licensee incurs costs relating to condition-based replacement of assets
within Complex Distribution Systems, which the licensee considers have been
efficiently incurred and where those costs have not already been provided for
by the special conditions of this licence.

Part B: When to make an application

3.22.5 Thelicensee may only apply to the Authority for an adjustment under

paragraph 3.22.4 between 1 October 2028 and 7 October 2028, and during
such later periods as the Authority may direct.

P : How should an lication be made?

3.22.6 An application under paragraph 3.22.4 must be made in writing to the
Authority and must:

(a) specify the additional costs relating to the replacement of assets within
Complex Distribution Systems;

b) give justification for the needs case of the proposal;
(c) give engineering and cost justifications for the set of technical solutions for
replacing the assets;

(d) provide detailed cost estimates for replacing the volumes included in the

application supported by market assessment and cost scoping of materials,
labour and equipment;

(e) set out a proposed project timeline for replacing the volumes proposed in
the application;

(f) set out the adjustments to the value of the CDS: term that the licensee is
requesting, and the Regulatory Years to which that adjustment relates;




(g) explain the basis of the calculation for the proposed adjustments to the

CDSt term; and

(h) include such detailed supporting evidence including Cost-Benefit Analysis,

impact assessments and engineering justification statements, as is
reasonable in all the circumstances.

3.22.7 An application must:

(a) be confined to costs that are incurred or are expected to be incurred on or
after 1 April 2026; and

b) take account of any allowed expenditure which can be avoided as a result
of the changes.

D: Wh

3:26-63.22.8 26-6Before making a direction under paragraph 3.22.4, the Authority will
publish on the Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed

direction, which will retbelessthan28-daysbe up to 28 days unless the
Authority determines that a longer period is appropriate.

3:26-73.22.9 AThe direction underparagraph3-26-6-will set out:

(a) any adjustments to the value of the CDSt term; and

(b) the Regulatory Years to which any adjustments to the allowance under
sub-paragraph (a) relates.

Special Condition 3.23 Flow-weighted average calorific value
(FWACV) compliance Price Control Deliverable (FLO;) [Cadent]

Intr ion

3.23.1 The purpose of this condition is to calculate the term FLO: (the FWACV
compliance Price Control Deliverable term). This contributes to the calculation

of the Totex Allowance.

3.23.2 The effect of this condition is to:

(a) specify the outputs, delivery dates and associated allowances for the Price

Control Deliverable; and

b) provide for an assessment of the Price Control Deliverable at the end of the
Price Control Period.

3.23.3 This condition also sets out the process the Authority will follow when
assessing the Price Control Deliverable.



Part A: Formula for calculating the FWACV compliance Pri ntrol
Deliverabl rm (FL

3.23.4 The value of FLO¢is derived in accordance with the following formula:
FLO; = FLOA; — FLOR;
where:

FLOA: means the allowances in Appendix 1; and

FLOR: has the value zero unless otherwise directed by the Authority in
accordance with Part C.

P B: What the licen is fun liver

3.23.5 Appendix 1 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

P A ment of the Pri ntrol Deliverable (FLOR

3.23.6 The Authority will, in accordance with the assessment principles set out in Part
A of Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for FLORt where the
licensee has not Fully Delivered an output in Appendix 1.

P D: The pr for makin irection

3.23.7 Before making a direction under paragraph 3.23.6, the Authority will publish
on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed

direction, which will be up to 28 days unless the Authority determines that
alonger period is appropriate.

3.23.8 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;PWER:

(b) any adjustments to the value of the FLOR: term and the Regulatory Years to
which that adjustment relates; and_

(c) the methodology and data that has been used to decide the delivery status
and value of any adjustments to the FLOR: term.

Appendix 1
FWACV compliance Pri ntrol Deliverabl

Licensee: Cadent Gas Ltd

Field Description
Project name: Flow-Weighted Average Calorific Value Compliance




Field Description

Delivery date: 31 March 2031

Total £51.21m

allowance:

Outputs: Cadent will fund the design and installation of 28 FWACV

systems. These upgrades involve replacing the FWACV
systems, the key equipment for which are the calorific

value determination device, metering system & flow

computer.
Locations: EoE (12 sites) - Thornton Curtis, Roudham Heath,

Yelverton, Whitwell, Tur Langton, Blaby, Gosberton,
Blyborough, Silk Willoughby, Market Harborough,

Drointon, Alrewas.

Lon (4 sites) - Luxborough Lane, Winkfield, Bracknell,

Peters Green 2.
NW (7 sites) - Audley (NW), Lupton, Holmes Chapel

Weston Point, Salmesbury, Blackrod, Mickle Trafford.
WM (5 sites) - Audley (WM), Aspley, Austrey, Milwich,

Ross-on-Wye.
FWACV compliance Price Control Deliverable allowances by Regulatory Year

(£m)

Distribution |26/27 |27/28 | 28/29 | 29/30 | 30/31 | Total
Network

EoE 3.77 5.59 5.53 3.54 3.51 2194
NL 0.00 4,19 0.00 0.00 4.07 8.26
NW 1.80 1.78 1.76 3.58 3.55 1247
WM 0.00 5.22 0.00 3.33 0.00 854
Total 5.57 16.77 | 7.29 1046 |11.12 |51.21

Special Condition 3.24 Grays medium pressure Price Control

Deliverable (GMP;) [Cadent]

Intr ion

3.24.1 The purpose of this condition is to calculate the term GMP: (the Grays medium
pressure Price Control Deliverable term). This contributes to the calculation of

the Totex Allowance.

3.24.2 The effect of this condition is to:

(a) specify the outputs, delivery dates and associated allowances for the Price

Control Deliverable; and

(b) provide for an assessment of the Price Control Deliverable at the end of the

Price Control Period.

3.24.3 This condition also sets out the process the Authority will follow when
assessing the Price Control Deliverable.



Part A: Formula for calculating th r medium pr re Pri ntrol
Deliverabl rm (GMP

3.244 The value of GMP:is derived in accordance with the following formula:
GMPr = GMPA: - GMPR;

where:

GMPA: means the allowance in Appendix 1; and

GMPR; has the value zero unless otherwise directed by the Authority in
accordance with Part C.
P B: What is the licen fun liver?

3.24.5 Appendix 1 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

Part C: Assessment of the Price Control Deliverable (GMPR)

3.24.6 The Authority will, in accordance with the assessment principles set out in Part
A of Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for GMPR: where the

licensee has not Fully Delivered an output in Appendix 1.

D: Wh

3.24.7 Before making a direction under paragraph 3.24.6 the Authority will publish on
the Authority’s Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and
(c) a period in which representations may be made on the proposed direction,

which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.24.8 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) any adjustments to the value of the GMPR: term and the Regulatory Years
to which adjustment relates; and

(c) the methodology and data that has been used to decide the delivery status
and value of any adjustments to the PWER:GMPR: term.

Appendix 1
Grays medium pressure Price Control Deliverable outputs

Licensee: Cadent Gas Ltd

Field Description

Project name: Grays medium pressure

Delivery date: 31 March 2031




Field Description

Total £24.30m

allowance:

OutputOutputs: | Number-ofAdditionalWelfare ProvisionsprovidedReplacement of
42.5km of medium pressure network in Cadent's Grays medium
pressure project.

. . 1 I 11 .5
usualwork

e . . 92125

. . . t %A
p I NG P .
Grays medium pressure Price Control Deliverable:EeE allowances by Regulatory
Year (£Em)
Output DeliveryDate Allewanee

{Em)

Distributio | 26/2 | 23/2227/ | 22/2328/ | 23/2429/ | 2442530/ | Total(

n Network |7 28 29 30 31 all

years)

Additienal | 31 030 036 030 031 031

Welfare Mare

Provisions | h

to-prierity | 2026

services 0

register

customers

beyond

businessas

usual

workEoE

Lon 6.06 |5.96 4.50 4.50 3.29 24.30

Additienal |34 0-61 0-61 0-61 0-61 0-61

Welfare Mare

Provisions | h

to-non- 2026

priority 0

services

register

customers

in

Vulnerable

SituationsN

w

WM 0 0 0 0 0 0




Special- Condition-3.-27Special Condition 3.25 Tinsley viaduct
diversion Price Control Deliverable-ton (TVD:) [Cadent]

Intr ion

3.25.1 The purpose of this condition is to calculate the term TVD: (the Tinsley viaduct
diversion Price Control Deliverable term). This contributes to the calculation of

the Totex Allowance.

3.25.2 The effect of this condition is to:

Output Delivery Allewanee(£Em)
Date 21/22 22/23 23/24 24/25 25/26 Total
- . 2026
. ot )
customers-beyond
business-as-usual
work
Previsionstonoen- 2026
PEOFS .
”g] ble Situat

p lisi 1£ . . Price ControlDeli bles NW
Output Delivery AHowanee{(£m)
Date 2122 22423 23/24 24/25 25/26 Tetal
. 1 )
customers-beyond
business-as-usual
work
Provisions-to-non- 2026
PROTLS .
Hg] bleSi .

(a) Personalising-welfareproevisiensspecify the outputs, delivery dates and

associated allowances for the Price Control Deliverable:\WM; and

(b) provide for an assessment of the Price Control Deliverable at the end of the

Price Control Period.

3.25.3 This condition also sets out the process the Authority will follow when
assessing the Price Control Deliverable.



3.25.4 The value of TVD: is derived in accordance with the following formula:

TVD: = TVDA: - TVDR:

Where:

TVDA: means the allowance in Appendix 1; and
TVDR: has the value zero unless otherwise directed by the Authority in

accordance with Part C.

P B: What is the licen fun liver?

3.25.5 Appendix 1 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

Part C: Assessment of the Price Control Deliverable (TVDRt)

3.25.6 The Authority will, in accordance with the assessment principles set out in Part

A of Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for TVDR: where the

licensee has not Fully Delivered an output in in-Appendix 1.

D: Wh

3.25.7 Before making a direction under paragraph 3.25.6 the Authority will publish on
the Authority’s Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period in which representations may be made on the proposed direction,

which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.25.8 This direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) any adjustments to the value of the TVDR: term and the Regulatory Years
to which adjustment relates; and

(c) the methodology and data that has been used to decide the delivery status
and value of any adjustments to the TVDR: term.

A ndix 1

Tinsl i iversion Pri ntrol Deliverabl

Licensee: Cadent Gas Ltd

Field Description
Project name: Tinsley viaduct diversion




Delivery date: 31 March 2031

Total £27.23m
allowance
Outputs: Diversion of two intermediate pressure pipelines

located on the underside of the M1 Tinsley viaduct.

Tinsley viaduct diversion Price Control Deliverable allowances by Regulatory
Year (£Em)

Distribution | 26/27 | 27/28 | 28/29 |29/30 |30/31 | Total
Network

EoE 091 3.67 7.05 1044 | 517 27.23
Lon 0.00 0.00 0.00 0.00 0.00 0.00
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Special Condition 3.26 London subways and tunnels Re-opener
(LST:) [Cadent]

Introduction

3.26.1 The purpose of this condition is to calculate the term LST: (the London subways
and tunnel Re-opener term). This contributes to the calculation of the Totex

Allowance.

3.26.2 The effect of this condition is to establish a Re-opener triggered by the licensee
where there are certain additional material engineering costs for London

subways and tunnels incurred by the licensee that would not be present for
normal Tier 1 Mains replacement works.

3.26.3 This condition also explains the process the Authority will follow when
directing any changes as a result of the Re-opener.

Part A: What is the scope of this Re-opener?

3.26.4 Where paragraph 3.26.5 applies, the licensee may apply to the Authority for a
direction adjusting the value of the LST: term.

3.26.5 This paragraph applies where additional costs are incurred from engineering
challenges associated with works undertaken in London subways and tunnels

in compliance with the following legislative requirements relating to London
subways and tunnels:

(a) Section 3 of the Health and Safety at Work Act etc 1974:

(b) The London County Council (Subways) Act 1893; and
(c) The City of London (Various Powers) Act 1900.




3.26.6 The application must include a clear distinction in costs between the standard

Tier 1 Mains replacement work and the additional engineering works which
could include:

(a) maintenance and inspection;
(b) roadway excavation;

(c) specialised solutions;

(d) risk assessments; and
(e) other material options which may be required.

3.26.7 Costs must not be included in any existing Price Control Deliverables or
baseline allowances and be efficient and unavoidable.

Part B: When to make an application
3.26.8 The licensee may only make an application under paragraph 3.26.4

(a) between 1 October 2027 and 7 October 2027; and
(b) during such later periods as the Authority may direct.
P : How to make an lication

3.26.9 An application under paragraph 3.26.4 must be made in writing to the
Authority and must:

(a) specify the additional engineering costs incurred when carrying out Tier 1
Mains work in London subways and tunnels;

(b) include clear justification for the needs case;

(c) provide detailed cost estimates for the additional engineering costs and
requirements in the application supported by risk assessments and cost
scoping of materials, labour and equipment;

(d) set out the adjustment to the value of the LST: term that the licensee is
requesting;

(e) explain the basis of the licensee’s calculation of the proposed adjustments
to the value of the LST: term; and

include such detailed supporting evidence, including Cost-Benefit Analysis
and impact assessments and engineering justification statements as is
reasonable in the circumstances.

3.26.10 An application must:

(a) be confined to costs that are incurred or are expected to be incurred on or
after 1 April 2028; and

(b) take account of any allowed expenditure which can be avoided as a result
of the changes.

Part D: Wi ill the Authority follow i ki lirection?

3.26.11 Before making a direction under paragraph 3.26.4 the Authority will publish on
the Authority’s Website:




(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period in which representations may be made on the proposed direction,

which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

3.26.12 The direction will set out:

(a) any adjustments to the value of the LST: term;

(b) the Regulatory Years to which that adjustment relates.
Output Delivery AlHowanee{(£m)
Pate 21/22 22/23 23/24 24425 25/26 Total
. . 2026
; . ; >
customers-beyond
business-as-usual
work
Provisionstonon- 2026
i ) ) )
Hg] bleSi .

Special Condition 3.27 Not Used

Special Condition 3.28 Not Used
Special-Condition-3-28Special Condition 3.29 London medium

pressure Price Control Deliverable (LMP:)

Introduction

3:28143.29.1 The purpose of this condition is to calculate the term LMP: (the London
medium pressure Price Control Deliverable term). This contributes to the
calculation of the Totex Allowance.

3.29.2 The effect of this condition is to;

(a) specify the outputs, delivery dates and associated allowances for the London
medium pressure Price Control Deliverable:; and

(b) provide for an assessment of the Price Control Deliverable at the end of the Price
Control Period.

3:28-23.29.3 This condition also sets out the process the Authority will follow when
assessing the Price Control Deliverable.




Part A: Formula for calculating the London medium pressure Price Control
Deliverable term (LMP)

3:28:33.29.4 The value of LMP: is derived in accordance with the following formula:
LMPr = LMPA: - LMPR:
where:
LMPA: means the allowances in Appendix 1; and
LMPR:  has the value zero unless otherwise directed by the Authority in
accordance with Part C.
Part B: What is the licensee funded to deliver?

3.29.5 Appendix 1 (‘London medium pressure Price Control Deliverable outputs’

specifies the outputs that the licensee is funded to deliver, the delivery dates
for those outputs and the allowances provided.

Part C: Assessment of the Price Control Deliverable (LMPRt)

3:28:53.29.6 The Authority will, in accordance with the assessment principles set out
in Part A of Special Condition 9.3 (Price Control Deliverable assessment
principles and reporting requirements), consider directing a value for LMPR¢
where the licensee has not Fully Delivered anany output in the Redundant
Assets PECD-Tableany table located in Appendix 1.

P D: Wh r will the Authority follow in makin irection?

Part D: What i1l the Authority followi i lirection?

3:28:63.29.7 Before making a direction under paragraph 3.2729.6 the Authority will
publish on the Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed
direction, which will be up to 28 days unless the Authority determines that
alonger period is appropriate.

328-73.29.8 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;



(b) any adjustments to the value of the LMPRt term and the Regulatory Years

to which that adjustment relates; and

(c) the methodology and data that has been used to decide the delivery status
and value of any adjustments to the LMPR: term.

Appendix 1

London medium pressure Price Control Deliverable outputs

Outputs-Mai 1 I ”
Outputs: Mains replacement sections

Section Length to be Existing pipe
replaced (m) diameter

1a: Belgrave Sg-to-Buckingham GateCENTRAL 1: 1,268675 36”

MoncKk Street to Victoria

1b: Buckingham-Gate-to-HorseferryRead CENTRAL | 795589 36”

4: Compton Street

e Horseferry Road-to- Menek-StCENTRAL 5: Old 6101,428 3648”

Street to Finsbury Square

2-SalmeonLane Bridge to-Commereial 638105 48"

ReadCENTRAL 6: Finsbury Square to Spitalfields

3A:84-+t6-60CENTRAL 7: Commercial Road_to 149653 36" to 48”

Spital Fields

S5a:HarringdenReadEAST 1: Beckton to Woolwich | 4521,064 48"

Manor Way

5b:Farringdon StreetEAST 2: Woolwich Manor 3991,230 48"

Way to Beckton District Park

1H0a: Farringdon Rd to Bleomsbury WaylIAST 3: 1,438235 12” to 48”

Beckton District Park to Newham Way/junction of

Denmark St

10b: BloemsburyWay-te-the MallEAST 4: Newham | 1,654462 48"

Way /junction of Denmark St to Newham Wa

/Barking Rd

10e:-The Mall-to-Storey's-GateEAST 5: Newham 6251207 1,027 | 24” to 48”

Way/Barking Road to Blackwall Tunnel Approach

10d:Storey's-Gate-to-Moneck StEAST 6: Blackwall 7461,388 36” to 48”

Tunnel Approach to Canton Street

11a:New Bridge St to-Farringdon-StEAST 7: 4641,089 3648”

Canton Street to Bow Common Road

12 FarringdenEAST 8: Commercial Road 6503,143 36450mm to

Abandonments (abandon only) | 48”

Outputs--Asseciated governor 1,592 48"

interventionsEAST 9: Newham Way/Barking
Road to Bromley by Bow




Central
Street

HeorseferryEAST 10:

Bromley by Bow to

Stratford /Mitre Road
DG's

-
Q

28

QOutputs - Associated governor interventions

PrejeetnameGovernor

DeliveryyDateScope

Victoria Embankment

Decommission / demolition of existing
governor; construct new below ground
5 stream 600 dia. Orpheus governor,

inclusive of valves, vents, housing and
cathodic protection.

Circus Place

Decommission / demolition of existing
governor; construct new below ground
3 stream 600mm dia. Orpheus
governor, inclusive of valves, vents,
telemetry, housing and cathodic
protection. Housing may need to be
“ornate” to match existing.

LondenMediuvmPressureStepney Green

4-55Within existing cadent compound;
decommission the existing above
ground governor and rebuild with a
new 4 stream governor. Need for
under-pressure working to make
connections within road-carriageway.

Inclusive of valves, vents, telemetry,
housing and cathodic protection.

Stratford

Demolish / rationalise installation

within existing site compound.
Construct new above ground 3 stream
250/300 dia. governor, inclusive of
valves, vents, housing and cathodic
protection.

Mitre Road

Decommission/ demolition of existing
governor, Construct new above ground




PrejectnameGovernor DeliveryyDateScope

3 stream 400 dia. governor, inclusive of
valves, vents, housing and cathodic
protection.

London Medium Pressure Price Control Deliverable allowances by Regulatory
Year (Em) - Lon

Project | Delivery 26/27 27/28 28/29 29/30 | 30/31 | Total
name Date
London | 31 March 14.23 15.47 16.41 16.43 21.47 84.02

Medium | 2031
Pressure

Special Condition 3.30 Mandated category 3 security Price Control
Deliverable and Re-opener (MDS:) [Cadent]

Intr ion

3.30.1 The purpose of this condition is to calculate the term MDS: (the mandated
category 3 security Price Control Deliverable term). This contributes to the
calculation of the Totex Allowance.

3.30.2 The effect of this condition is to:
(a) specify the outputs, delivery dates and associated allowances for the

mandated category 3 security Price Control Deliverable;

(b) establish a Re-opener for the licensee to trigger amendments to the Price
Control Deliverable during the Price Control Period and within the
parameters specified; and

(c) provide for an assessment of the Price Control Deliverable at the end of the

Price Control Period.

3.30.3 This condition also sets out the process the Authority will follow when
directing any changes under paragraph 3.30.6 and 3.30.10.

Part A: Formula for calculating the man rity Pri ntrol
Deliverabl rm (MD

3.30.4 The value of MDSt is derived in accordance with the following formula:
MDS: = MDSA: - MDSR;

where:

MDSA: means the allowances in Appendix 1; and

MDSR:  has the value zero unless otherwise directed by the Authority in
accordance with Part D.




Part B: What is the licen fun liver?

3.30.5 Appendix 1 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

P : Man rity Re- ner

3.30.6 The licensee may apply to the Authority for a direction amending the outputs,
delivery dates and associated allowances in Appendix 1 where there is an
updated specification and engineering justification paper for the Sites which
fall under the scope of the Re-opener.

3.30.7 The licensee may only apply to the Authority for an adjustment under
paragraph 3.30.6 between 1 April 2029 and 7 April 2029, and during such later
periods as the Authority may direct.

3.30.8 An application under 3.30.6 must be made in writing to the Authority and must:

(a) relate to one or multiple of Site C, Site D, Site E and Site 6 as outlined in the

licensee’s submitted Justification Paper M]P02 Mandated Category 3
Security;

(b) set out the proposed adjustments to the outputs, delivery dates and

allowances set out in Appendix 1;

(c) specify the Regulatory Years to which any adjustment proposed under sub-

paragraph (b) relate; and

(d) include detailed supporting evidence in the form of an engineering

justification paper including, for each Site:
i.  Site specific design details;
ii. detailed scope of works;

iii. optioneering considered; and
iv. detailed site-specific costing breakdown.

3.30.9 An application under paragraph 3.30.6 must relate to costs incurred or
expected to be incurred on or after 1 April 2026.

Part D: Assessment of the Price Control Deliverable (MDSR})

3.30.10 The Authority will, in accordance with the assessment principles set out in Part
A of Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for MDSR: where the

licensee has not Fully Delivered an output in Appendix 1 of this condition.

P E: Pr he Authority will follow in makin irection

3.30.11 Before making a direction under paragraph 3.30.6 or 3.30.10, the Authority will
publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and




(c) a period during which representations may be made on the proposed
direction, which will be up to 28 days unless the Authority determines that
a longer period is appropriate.

3.30.12 A direction under paragraph 3.30.6 will set out any amendments to Appendix 1.
3.30.13 A direction under paragraph 3.30.10 will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) any adjustments to the value of the MDSRt term and the Regulatory Years
to which that adjustment relates; and

(c) the methodology and data that has been used to decide the delivery status
and value of any adjustments to the MDSR: term.

Appendix 1

Mandated category 3 security Price Control Deliverable Qutputs

Distribution Field Description
Network

Cadent East of | Project name Site B
England

Delivery date 31 March 2031
Total allowance [REDACTED]

Qutputs [REDACTED]
Cadent West Project name Site F
Midlands
Delivery date 31 March 2031
Total allowance | [REDACTED]
Qutputs [REDACTED]
Cadent North Project name Site 5
West

Delivery date 31 March 2031
Total allowance [REDACTED]

Outputs [REDACTED]

Mandatory category 3 securitv Price Control Deliverable allowances by

Regulatory Year (£m)

Proj | Distribu | 26/27 27/28 28/29 29/30 30/31 Total

ect |tion

nam | Network

e

Site [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT

B ED] ED] ED] ED] ED] ED] ED]

Site F | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT
ED] ED] ED] ED] ED] ED] ED]

Site 5 | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT | [REDACT
ED] ED] ED] ED] ED] ED] ED]




Special Condition-3-29Special Condition 3.31 Not Used
Special Condition 3.32 GD2/GD3 crossover adjustment (GD2ACA:)

Introduction

3.32.1 The purpose of this condition is to:
(a) calculate the term GD2ACA: (the aggregate GD2/GD3 crossover adjustment

term). This term contributes to the Totex Allowance.

(b) specify the values for theeach individual GD2/GD3 crossover adjustment
terms that contribute to GD2ACA:.

(c) define the scope and coverage of modifications to GD2/GD3 crossover
adjustment terms that contribute to GD2ACA¢; and
(d) establish the GD2/GD3 Crossover Submissions Requirements and

Guidance Document

Part A: Formula for
term (GD2ACA:)

3.32.2 The value of the GD2ACA#%: term is calculated in accordance with the following

formula:

lating th r D2/GD3 cr ver adjustmen

GD2ACA, = GD2CROT, + GD2CROTRE, + GD2CRIT, + GD2CRITRE,
+ GD2NOITRE, + GD2CAP, + GD20TC, + GB2EPA; + GD2CA;
+ GD2STUB, + GD2MOBS, +GD2SMR, + GD2GHRAR,

+ GD2PWF; (Cadent Only) + GD2IPR, (SGN Scotland Only)
+ GD2RPM, (SGN Southern only) + GD2BMI, (SGN Only)

+ GD2GER, (SGN Only) + €P2ERPT+6D2Hy(Cadent Only)
+ GD2RDF, + GD2NZ, + GD2NZP, — GD2R,

where:

GD2CROT:

GD2CROTRE:

means the GD2/GD3 crossover adjustment relating to the Cyber
resilience OT Price Contrel Deliverable baseline term (CROT)

as specified in Special Condition 3.2 of the RII0-GD2 licence as
in force on 31 March 2026 efthe RHO-GD2 licence inforce from

April 2021 to Mareh-2026-[all licensees]

means the GD2/GD3 crossover adjustment relating to the Cyber

GD2CRIT

resilience OT Use Jt OrLoselt non-baseline term (CROTRE¢) as
specified in Special Condition 3.2 of the RIIQ-GD2 licence as in
force on 31 March 2026 efthe RHO-GD2 licence inforcefrom

Aprit 2021 to-Mareh-2026-[all licensees]

means the GD2/GD3 crossover adjustment relating to the Cyber
resilience IT Re-epener-baseline term (CRIT:) as specified in

Special Condition 3.3 efthislicence of the RIIO-GD2 licence as

in force on 31 March 2026 efthe RHO-GD2 licence-inforcefrom

Aprit 2021 to-Mareh-2026-[all licensees]




GD2CRITRE:

GDZNOITRE:

means the GD2/GD3 crossover adjustment relating to the Cyber
resilience IT Price Controel Deliverable non-baseline term

(CRITRE®Y) as specified in Special Condition 3.3 of the RIIO-GD2
licence as in force on 31 March 2026 efthe RHO-GD2 licencein

foreefrom-April 2021 to Mareh-2026 [all licensees]

means the GD2/GD3 crossover adjustment relating to the Non-

GD2CAP:

GD2OTCt:

GD2STUB:

GDZMOBS:

GD2SMR:

GD2GHRAR:

operational IT Capex Re-opener term (NOITRE:) as specified in
Special Condition 3.7 of the RIIO-GD2 licence as in force on 31
March 2026 efthe RHO-GD2 licence inforce from April 2021 to

Mareh2026 [all licensees]

means the GD2/GD3 crossover adjustment relating to the
Capital Projects Price Control Deliverable term (CAP:) as

specified in Special Condition 3.12 of the RIIO-GD2 licence as in
force on 31 March 2026 efthe RHO-GD2 licence in force from

April 2021 to- Mareh 2026 [all licensees]|

means the GD2/GD3 crossover adjustment relating to the
Commercial Fleet EV Price Control Deliverable term (OTC:) as

specified in Special Condition 3.13 of the RIIO-GD2 licence as in
force on 31 March 2026 efthe RHO-GD2 licence-inforce from
April 2021 to Mareh 2026-[all licensees]

he GD2/GD3 i iz e
Poor Network Extension Scheme Volume Driverterm {EPAJas

means the GD2/GD3 crossover adjustment relating to the Tier 1

Stubs Repex Re-opener (STUB4) as specified in Special
Condition 3.18 of the RIIO GDZ licence as in force on 31 March

2026
2026-[all licensees]

means the GD2/GD3 crossover adjustment relating to the
Multiple Occupancy Buildings Safety Re-opener (MOBS:) as

specified in Special Condition 3.21 of the RIIO-GD2 licence as in
force on 31 March 2026 efthe RHO-GD2 licence-inforce from

April 2021 to March 2026 [all licensees]

: .
WM o Roll-Out C R (SMR Fiad
% {12021 to Mareh 2026 fallli ]
means the GD2/GD3 crossover adjustment relating to the Gas

Holder Demolitions Price Control Deliverable (GHRAR:) as
specified in Special Condition 3.25 of the RIIO-GD2 licence as in




force on 31 March 2026 efthe RHO-GD2 licenceinforce from
April 2021 to March 2026 [all licensees]

GD2PWEF; means the GD2/GD3 crossover adjustment relating to the
[Cadent only] Personalising Welfare Facilities Price Control Deliverable
(PWFy) as specified in Special Condition 3.26 of the RIIO-GD2
licence as in force on 31 March 2026 efthe RHO-GD2 licencein
foree from-April 2021 to- Mareh 2026 [Cadent only]
GD2IPR: [SGN means the GD2/GD3 crossover adjustment relating to the
Scotland only] Intermediate Pressure Configurations Price Control Deliverable

GDZRPM: [SGN

Southern only]

GD2BMI: [SGN
only]

GD2GER: [SGN
only]

(IPR¢) as specified in Special Condition 3.28 of the RIIO-GD2
licence as in force on 31 March 2026 efthe RHO-GD2 licencein

SGN Scotland onl

means the GD2/GD3 crossover adjustment relating to the
Remote Pressure Management Price Control Deliverable (RPMt)

as specified in Special Condition 3.29 of the RII0-GD2 licence as
in force on 31 March 2026 efthe RHO-GD2 licence-inforce from

SGN Southern onl
means the GD2/GD3 crossover adjustment relating to the

Biomethane Improved Access Rollout Price Control Deliverable

(BMI4) as specified in Special Condition 3.30 of the RIIO-GD2
licence as in force on 31 March 2026 efthe RHO-GD2 licence in

forcefrom April 2021 to March 2026 [SGN only]
means the GD2/GD3 crossover adjustment relating to the Gas

Escape Reduction Price Control Deliverable (GER:) as specified

in Special Condition 3.31 of the RIIO-GD2 licence as in force on
31 March 2026 i i i
to-March 2026 [SGN onl

GDZ2RDF:

means the GD2/GD3 crossover adjustment relating to the Net

Zero And Re-opener Development Fund use it or lose it
allowance term (RDFt) as specified in Special Condition 3.5 of
the RIIO-GD2 licence as in force on 31 March 2026 efthe RHO-

GD2 licence inforce from April 2021 to March 2026 [all

licensees]

means the GD2/GD3 crossover adjustment relating to the Net
zero Re-opener and Price Control Deliverable term (NZt) as
specified in Special Condition 3.6 of the RIIQ-GD2 licence as in

force on 31 March 2026 efthe RHO-GD2 licence-inforcefrom

Aprit 2021 to-Mareh-2026-[all licensees]




GD2NZP: means the GD2/GD3 crossover adjustment relating to the Net
Zero Pre-construction Work and Small Net Zero Projects Re-
opener term (NZP:) as specified in Special Condition 3.9 of the
RIIO-GD2 licence as in force on 31 March 2026 efthe RHO-GD2

licence-inforee from-April 2021 to Mareh-2026 [all licensees]

has the value zero unless otherwise directed by the Authority in
accordance with Part F.

D
-]
N
~J
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Part B: Values of individual GD2/GD3 crossover adjustments and
modification h val

3.32.3 The values of each individual GD2/GD3 crossover adjustment terms that
contributes to the calculation of GD2ACA%: and the Regulatory Years to which
such values apply are set out in Appendix 1 and Appendix 2.

3.32.4 The Authority mav amend anv make modificationste values in Appendix 1 and

Appendix 2, and amend this licence in relation to outputs, targets and delivery
dates associated with a GD2/GD3 Crossover Item at any time during the Price

Control Period under section 23 of the Act.

3.32.5 In making amendments idi ification to any value

in Appendix 1 and Appendix 2;and the value of such a medification; the
Authority will:

(a) have regard to the general principles for GD2/GD3 crossover adjustments set out in

the GD2/GD3 Crossover Submission Requirements and Guidance Document issued
in accordance with Part D; and

(b) take account of eensider the value of the Legaeyadjustmentstorevenue {LARE)
Legacy Adjustment Term (LAD]t) term derived, or expected to be derived, in
accordance with Special Condition 7.22 of this licence.

P : Definition of D2/GD r ver Item an f an justmen

3.32.6 A GD2/GD3 Crossover Item is an output, Price Control Deliverable or activity:

(a) that is funded in part or in full by a mechanism specified in this licence as in force on
31 March 2026; and
(b) in the delivery of which the licensee, acting reasonably and efficiently, has incurred

or is expected to incur expenditure during the Price Control Period.
3.32.7 The Authority may amend any value in Appendix 1 or 2 if either one of the

following are satisfied:

(a) Allowances provided by mechanisms in this licence as in force on 31 March 2026 in
respect of a GD2/GD3 Crossover Item relating to that value were intended to cover
part of the efficient cost of the item, and there is no other mechanism in this licence
at the time of the amendment that would, or may be reasonably expected to, fund
the remaining efficient cost of the GD2/GD3 Crossover Item; or




b) The derivation of the Legacy AIP Adjustment term (LAD]:) in accordance with
Special Condition 7.2 Legacy AIP Adjustment term (LADJ:)has resulted, or is
expected to result, in a reduction to allowances otherwise provided by a mechanism
specified in this licence as in force on 31 March 2026 for the GD2/GD3 Crossover
item such that the efficient cost of delivering the item in full is not adequately

remunerated through allowances that have been provided, or will be provided,
through mechanisms in this licence.

3.32.8 The Authority will issue and amend the GD2/GD3 Crossover Submission
Requirements and Guidance by direction.

3.32.9 The Authority will publish the GD2/GD3 Crossover Submission Requirements
and Guidance on the Authority's website.

3.32.10 The licensee must comply with the GD2/GD3 Crossover Submission
Requirements and Guidance.

3.32.11 The GD2/GD3 Crossover Submission Requirements and Guidance will include,
or make provision for, the following:

(a) the general principles to which the Authority will have regard to when making
amendments to any value in Appendix 1.

(b) the timing and format of requests by the licensee for an amendment to any value in
Appendix 1 and other parts of this licence.

c) the details of information required to be provided by the licensee to the Authority to
support a request for amendment to values in Appendix 1.

3.32.12 Before directing any amendment to the GD2/GD3 Crossover Submission
Requirements and Guidance Document, Ofgem will publish on its website:

(a) The text of the amended GD2/GD3 Crossover Submission Requirements Guidance
Document;

(b) The date on which the Authority intends the amended GD2/GD3 Crossover
Submission Requirements and Guidance Document to come into effect;

(c) The reasons for the amendments to the GD2/GD3 Crossover Submission
Requirements and Guidance Document; and

(d) The period during which representations may be made on the amendments to the

GD2/GD3 Crossover Submission Requirements and Guidance Document, which will
be up to 28 days unless the Authority determines that a longer period is appropriate.

Part E: What is the licen fun liver?

3.32.13 Appendix 2 specifies the outputs that the licensee if funded to deliver, the
individual GD2/GD3 crossover adjustment that the output is funded by, the
delivery dates for those outputs and the allowances provided for the output.



Part F: A ment of D2R

3.32.14 The Authority will, in accordance with the assessment principles set out in Part
A of Special Condition 9.3 (Price Control Deliverable assessment principles and

reporting requirements), consider directing a value for GD2Rt where the
licensee has not Fully Delivered an output in Appendix 2.

3.32.15 Before making a direction under paragraph 3.23.14 the Authority must publish
on the Authority's Website:

(a) the text of the proposed direction;
=23(b) the reasons for the proposed direction;

Special Condition.3.30 No I

Soecial Condition.3.31 No I

(c) Netused-a period during which representations may be made on the

proposed direction which will be up to 28 days unless the Authority
determines that a longer period is appropriate.

3.32.16 A direction under paragraph 3.23.14 must set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the GD2R: term and the Regulatory Years to which those
adjustments relate; and

(c) the methodology and data that have been used to decide the delivery status
and any value of any adjustments to the GD2R¢ term.
Appendix 1
The values of the individual GD2/GD3 crossover adjustments, per Regulatory

Year (£Em)

Term 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | RIIO-3
Total
GD2CROT: 0 0 0 0 0 0
GD2CROTRE: | 0 0 0 0 0 0
GD2CRIT: 0 0 0 0 0 0
GD2CRITRE: |0 0 0 0 0 0
GD2NOITRE: | 0 0 0 0 0 0
GD2CAP: 0 0 0 0 0 0




Term 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | RIIO-3
Total

GD20TC: 0 0 0 0 0 0
GD2EPA: 9 9 9 9 9 9
GD2CA: 9 9 9 9 9 9
GD2STUBt 0 0 0 0 0 0
GD2MOBS: 0 0 0 0 0 0
GD2SMR: 9 9 9 9 9 9
GD2GHRAR: |0 0 0 0 0 0
GD2PWF; 0 0 0 0 0 0
[Cadent

only]

GD2IPR: 0 0 0 0 0 0
[SGN

Scotland

only]

GD2RPM; 0 0 0 0 0 0
[SGN

Southern

only]

GD2BMI: 0 0 0 0 0 0
[SGN only]

GD2GER: 0 0 0 0 0 0
[SGN only]

HD2LPT, 9 9 9 9 9 9
GD2Hy: 9 9 9 9 9 9
{Cadent

only}

GD2RDF 0 0 0 0 0 0
GD2NZ: 0 0 0 0 0 0
GD2NZP: 0 0 0 0 0 0

A ndix 2: - n
. GD2/GD3 RIIO-3 allowance
Output Delivery date Crossover M‘lj
adjustment

N/A N/A N/A N/A




Chapter 4: Output delivery incentives

Special Condition 4.1 Total output delivery incentive performance

Introduction

4.1.1  The purpose of this condition is to calculate ODI: (the output delivery
incentives term). This contributes to the calculation of Calculated Revenue in
Special Condition 2.1 (Revenue restriction).

Part A: Formula for calculating total output delivery incentive performance

4.1.2  The value of ODlt is derived in accordance with the following formula:

ODI; = CS; + EM—+SM+UHP+ECSWCM, + UIP; + CSW; + STED,
where:

CSt is derived in accordance with Special Condition 4.2 (Customer
Satisfaction Survey output delivery incentive);

EM-CM: is derived in accordance with Special Condition 4.3 (Complaints
metric output delivery incentive);

UIP:SM: is derived in accordance with Special Condition 4.4 (Shrinkage
ManagementUnplanned Interruption Overall Mean Duration
output delivery incentive);

CSW, is derived in accordance with Special Condition 4.5 (Unplanned
Interruption-Overall Mean-DPuratienCollaborative streetworks

output delivery incentive); and

STED«S¥:  is derived in accordance with Special Condition 4.6 (Celaberative
streetwerks?7 and 28 day repair standards output delivery
incentive).

Special Condition 4.2 Customer Satisfaction Survey output delivery
incentive (CSy)

Introduction

4.2.1 The purpose of this condition is to calculate the term CSt (the Customer
Satisfaction Survey output delivery incentive term). This contributes to the
calculation of the term ODIt (the output delivery incentives term), which in
turn feeds into Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

4.2.2  The effect of this incentive is to reward or_to penalise the licensee in relation to
its customer service performance under three contributing survey elements.

Part B:Part A: Adjustments arising from the Customer Satisfaction Survey
(CSy)

4.2.3  The value of the CSt term is derived in accordance with the following formula:



CS, = CSA, + CSB, + CSC,

where:

CSA: means the adjustment in respect of performance for the Planned
Supply Interruptions Element of the Customer Satisfaction
Survey and is derived in accordance with Part B;

CSBe means the adjustment in respect of performance for the
Unplanned Supply Interruptions Element of the Customer
Satisfaction Survey and is derived in accordance with Part C;
and

CSC: means the adjustment in respect of performance for the

Connections Element of the Customer Satisfaction Survey and is
derived in accordance with Part D.

Part C:Part B: Planned Supply Interruptions Element of the Customer
Satisfaction Survey

4.2.4  The CSAtterm is derived in accordance with the following fermulaformulae:

If CSAT, < CSAS, < CSATU, then:

CSA, =0

If CSAS, > CSATU, then:
CSA, = min(CAMR,, ((CSAS, — CSATU,) x ARIR,))
If CSAS, < CSAT, then:

CSA, = max(—CAMP,, ((CSAS, — CSAT,) x APIR,))

where:

CSAS: means the performance score for the Planned Supply
Interruptions Element of the Customer Satisfaction Survey;

CSAT: means the Planned Supply Interruptions Element score at
which the penalty will be applied, fixed at 8.3479;

CSATU: means the Planned Supply Interruptions Element score at

which the reward will be applied, fixed at 8:699.13;

ESAMAX:CA means the maximum reward in respect of the Planned Supply
MR InterruptionsInterruption Element perfermance-score-at
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CSAMIN.CA

EABRAPIR:

hich il ) lovelof L willl lied fixed
913of the Customer Satisfaction Survey for the licensee, as
specified in Appendix 1;

means the licensee's reward incentive rate for the Planned

Supply Interruption Element of the Customer Satisfaction
Survey, as specified in Appendix 2;

means the maximum penalty in respect of the Planned Supply
Interruptionslnterruption Element perfermanecescore-at

hich ¢ . Level of | 1] lied fixed
7900f the Customer Satisfaction Survey for the licensee, as
specified in Appendix 3; and

means-Ex-Ante Base Revenue.means the licensee's penalty

incentive rate for the Planned Supply Interruption Element of
the Customer Satisfaction Survey, as specified in Appendix 4.

Part D:Part C: Unplanned Supply Interruptions Element of the Customer

Satisfaction Survey

4.2.5 The CSBtterm is derived in accordance with the following fermulaformulae:

If CSBT, < CSBS, < CSBTU, then:

CSB, =0

If CSBS, > CSBTU, then:

CSBq;
If CSBS; < CSBT, then:

where:

CSBS:

CSBT:

CSBTU:

= min(CBMR,, ((CSBS, — CSBTU,) X BRIR,))

CSB, = —CBMP,

means the performance score for the Unplanned Supply
Interruptions Element of the Customer Satisfaction Survey;

means the Unplanned Supply Interruptions Element score at
which the penalty will be applied, fixed at 9.00;

means the Unplanned Supply Interruptions Element score at
which the reward will be applied, fixed at 9.4369;



ESBMAX:CB  means the maximum reward in respect of the Unplanned

MR: Supply Interruptions Element performanece-score-at-which-the
maximum-level ef reward will be-applied;-fixed-at 9-580f the
Customer Satisfaction Survey for the licensee, as specified in
Appendix 5;

CSBMIN:BRI means the licensee's reward incentive rate for the Unplanned

Supply Interruptions Element performancescore-at-which-the
maximum-level of penalty will be-applied;fixed-at8-850f the
Customer Satisfaction Survey, as specified in Appendix 6; and

EABR«CBMP: wmeansEx-AnteBaseRevenue.means the maximum penalty in

respect of the Unplanned Supply Interruption Element of the
Customer Satisfaction Survey for the licensee, as specified in
Appendix 7.

(=5

Part E:Part D: Connections Element of the Customer Satisfaction Survey

4.2.6  The CSCtterm is derived in accordance with the following fermulaformulae:

( . 6SCS—CSCTYy
5 : ; =
CSC{;_J MASC |/ ESES—CSCT 1\|nnm:l../|l.1u - <rs ST IfCSRt<
[ TITOUOZY \ ) J_} 3 11 X1ITYT _G, ULJ\JLI_G UUUL‘E
200_then:
CSC, =0
If 1500 < CSCJ;_then:
CSCMT = min 1,€(CSCJ,—83/1500
If CSCT, < CSCS; < CSCTU,_then:
CSC, =0

If CSCS, > CSCTU, then:
CSC, = (min(CCMR,, ((CSCS, — CSCTU,) x CRIR,))) X CSCMT

If CSCS, < CSCT, then:
CSC, = (max(=CCMP,, ((CSCS, — CSCT,) X CPIR,))) X CSCMT

where:

CSCSt means the performance score for the Connections Element of
the Customer Satisfaction Survey;



CSCT: means the Connections Element score at which the penalty
will be applied, fixed at 8.1188;

CSCTU: means the Connections Element score at which the reward will
be applied, fixed at 8:659.29;

CSR: means the number of responses received for the Connections

Element of the Customer Satisfaction Survey in the Regulatory
Year.
means the number of eligible jobs completed in the relevant
Regulatory Year;
means the maximum reward in respect of the Connections
Element perfermancescore-at-which-the maximumlevel of
reward-will be-applied;fixed-at 9-330f the Customer
Satisfaction Survey for the licensee, as specified in Appendix 8;
means the licensee's reward incentive rate for the Connections
Element of the Customer Satisfaction Survey, as specified in
Appendix 9;
means the maximum penalty in respect of the Connections
Element performance score at which the maximum level of
penaltywill be-applied; fixed-at 7~43;-andof the Customer

Satisfaction Survey for the licensee, as specified in Appendix
10;

means-Ex-Ante Base Revenue-means the licensee's penalty
incentive rate for the Connections Element of the Customer

Satisfaction Survey, as specified in Appendix 11; and
means the multiplier applied to the reward or penalty if the
number of eligible jobs is 1500 or lower.

4,27 Where the licensee receives fewer than 200 customer responses to the

Connections Element of the Customer Satisfaction Survey in the relevant
Regulatory Year, the value of CSCt will be 0.

A

—

ndix

Maximum reward in respect of the Planned Supply Interruptions Element of the
Customer Satisfaction Survev (CAMR:) (£m)

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 1:50 150 150 1:50 1:50
1.48 1.48 1.48 1.48 1.48
Lon 167 167 107 107 167
1.01 1.01 1.01 1.01 1.01
0.77 0.77 0.77 0.77 0.77
Northern Gas Networks Ltd | 1:00 100 1.00 1.00 1.00
1.00 1.00 1.00 1.00 1.00




Scotland Gas Networks plc | 888 080 0.80 0.80 0.80
0.78 0.78 0.78 0.78 0.78
Southern Gas Networks plc | =28 1.70 1.70 1.70 1.70
1.66 1.66 1.66 1.66 1.66
Wales & West Utilities Ltd | 0% 107 1.07 1.07 1.07
1.06 1.06 1.06 1.06 1.06

Appendix 2

Reward incentive rate for the Planned Supply Interruptions Element of the
Customer Satisfaction Survey (ARIR:) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 1875 1875 1875 18.75 1875
18.52 18.52 18.52 18.52 18.52
Lon 13.33 13.33 13.33 13.33 13.33
13.35 13.35 13.35 13.35 13.35
NW 1250 1250 1250 1250 12,50
12.68 12.68 12.68 12.68 12.68
WM 958 958 958 958 958
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Wales & West Utilities Ltd

13.20 13.20 13.20 13.20 13.20
Appendix 3

Maximum penalty in respect of the Planned Supply Interruptions Element of the
Customer Satisfaction Survey (CAMP:) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 156 156 156 156 156
Lon 167 167 167 167 107
1.07 1.07 1.07 1.07 1.07
NW 100 100 100 100 100
1.01 1.01 1.01 1.01 1.01
WM 977 077 077 077 077
0.77 0.77 0.77 0.77 0.77
Northern Gas Networks Ltd | 1260 1.00 1.00 1.60 1.060
1.00 1.00 1.00 1.00 1.00
Scotland Gas Networks plc | 889 0.80 0.80 0.80 0.80
0.78 0.78 0.78 0.78 0.78




Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Southern Gas Networks plc | 728 170 170 70 176
1.66 1.66 1.66 1.66 1.66
Wales & West Utilities Ltd 107 107 107 107 107
1.06 1.06 1.06 1.06 1.06
Appendix 4

Penalty incentive rate for the Planned Supply Interruptions Element of the

Customer Satisfaction Survey (APIR¢) (Em
Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 11.54 11.54 11.54 11.54 11.54
11.40 11.40 11.40 11.40 11.40
Lon 821 821 821 821 821
8.22 822 822 8.22 8.22
7.81 7.81 7.81 7.81 7.81
2.91 2.91 2.91 2.91 5.91
Northern Gas Networks Ltd | Z69 69 69 69 769
7.70 7.70 7.70 7.70 7.70
Scotland Gas Networks plc | 615 6.15 6.15 615 615
6.01 6.01 6.01 6.01 6.01
Southern Gas Networks plc | 13:08 1308 1308 13:08 13:08
12.80 12.80 12.80 12.80 12.80
Wales & West Utilities Ltd | 821 821 821 821 821
8.12 812 812 8.12 8.12
A ndix

Maximum reward in respect of the Unplanned Supply Interruptions Element of
the Customer Satisfaction Survey (CBMRt) (£m)

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 156 150 150 150 1560
Lon 107 107 307 1307 107
1.07 1.07 1.07 1.07 1.07
0.77 0.77 0.77 0.77 0.77
Northern Gas Networks Ltd | 100 1.00 1.00 1.60 1.60
1.00 1.00 1.00 1.00 1.00
Scotland Gas Networks plc | 8:80 9.80 9.80 9.80 9.80
0.78 0.78 0.78 0.78 0.78




Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Southern Gas Networks plc - - - - -
1.66 1.66 1.66 1.66 1.66
Wales & West Utilities Ltd 107 1.07 1.07 107 107
1.06 1.06 1.06 1.06 1.06
Appendix 6

Reward incentive rate for the Unplanned Supply Interruptions Element of the

Customer Satisfaction Survey (BRIR:t) (Em
Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 2500 25.00 25.00 2500 2500
24.69 24.69 24.69 24.69 24.69
Lon 1778 17.78 17.78 1778 1778
17.81 17.81 17.81 17.81 17.81
16.91 16.91 16.91 16.91 16.91
12.79 12.79 12.79 12.79 12.79
Northern Gas Networks Ltd | 1667 1667 1667 1667 1667
16.69 16.69 16.69 16.69 16.69
Scotland Gas Networks plc | 3333 13.33 13.33 13.33 13.33
13.03 13.03 13.03 13.03 13.03
Southern Gas Networks plc | 2833 28.33 2833 2835 2833
27.74 27.74 27.74 27.74 27.74
Wales & West Utilities Ltd | 3££8 1778 1778 1778 1778
17.59 17.59 17.59 17.59 17.59
A ndix 7

Maximum penalty in respect of the Unplanned Supply Interruptions Element of
the Customer Satisfaction Survey (CBMP:) (£m)

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
EoE 156 150 150 150 1560
Lon 107 107 307 1307 107
1.07 1.07 1.07 1.07 1.07
0.77 0.77 0.77 0.77 0.77
Northern Gas Networks Ltd | 100 1.00 1.00 1.60 1.60
1.00 1.00 1.00 1.00 1.00
Scotland Gas Networks plc | 8:80 9.80 9.80 9.80 9.80
0.78 0.78 0.78 0.78 0.78




Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Southern Gas Networks plc | 120 170 170 70 176
1.66 1.66 1.66 1.66 1.66
Wales & West Utilities Ltd 107 1.07 1.07 107 107
1.06 1.06 1.06 1.06 1.06
Appendix 8

Maximum reward in respect of the Connections Element of the Customer

Satisfaction Survey (CCMR:) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
1.48 148 148 1.48 1.48

Lon 167 107 107 107 107
1.07 1.07 1.07 1.07 1.07
1.01 1.01 1.01 1.01 1.01
0.77 0.77 0.77 0.77 0.77

Northern Gas Networks Ltd | 60 100 100 100 100
1.00 1.00 1.00 1.00 1.00

Scotland Gas Networks plc | 8:80 9.80 9.80 9.80 9.80
0.78 0.78 0.78 0.78 0.78

Southern Gas Networks plc | 8 176 176 1.70 1.70
1.66 1.66 1.66 1.66 1.66

Wales & West Utilities Ltd | 107 107 107 107 107
1.06 1.06 1.06 1.06 1.06

A ndix
Reward incentive rate for the Connections Element of the Customer Satisfaction
Survey (CRIR{) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31

EoE 1500 15.00 15.00 1500 1500
14.82 14.82 14.82 14.82 14.82

Lon 10.67 1067 1067 1067 1067
10.68 10.68 10.68 10.68 10.68
10.15 10.15 10.15 10.15 10.15
7.68 7.68 7.68 7.68 7.68

Northern Gas Networks Ltd | 18:00 1000 1000 1000 1000
10.01 10.01 10.01 10.01 10.01

Scotland Gas Networks plc | 8:80 8.00 8.00 8.00 8:00
7.82 7.82 7.82 7.82 7.82




Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Southern Gas Networks plc | $209 1700 1700 1709 1700
16.64 16.64 16.64 16.64 16.64
Wales & West Utilities Ltd 10.67 1067 1067 1067 10.67
10.56 10.56 10.56 10.56 10.56
Appendix 10

Maximum penalty in respect of the Connections Element of the Customer

Satisfaction Survey (CCMP:) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
1.48 148 148 1.48 1.48

Lon 167 107 107 107 107
1.07 1.07 1.07 1.07 1.07
1.01 1.01 1.01 1.01 1.01
0.77 0.77 0.77 0.77 0.77

Northern Gas Networks Ltd | 60 100 100 100 100
1.00 1.00 1.00 1.00 1.00

Scotland Gas Networks plc | 8:80 9.80 9.80 9.80 9.80
0.78 0.78 0.78 0.78 0.78

Southern Gas Networks plc | 8 176 176 1.70 1.70
1.66 1.66 1.66 1.66 1.66

Wales & West Utilities Ltd | 107 107 107 107 107
1.06 1.06 1.06 1.06 1.06

A ndix 11
Penalty incentive rate for the Connections Element of the Customer Satisfaction
Survey (CPIR:) (Em

Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31

EoE 10.00 10.00 10.00 1000 10.00
9.88 9.88 9.88 9.88 9.88

Lon =3 o =3 =3 =S =S
6.76 6.76 6.76 6.76 6.76

Northern Gas Networks Ltd | 6:67 6:67 667 667 667
6.68 6.68 6.68 6.68 6.68




Distribution Network 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Scotland Gas Networks plc | 5:33 533 533 533 533
5.21 5.21 5.21 5.21 5.21
Southern Gas Networks plc | 433 1133 1133 1133 1133
11.10 11.10 11.10 11.10 11.10
Wales & West Utilities Ltd e = 3 e = o e = Eare = 7+t
7.04 7.04 7.04 7.04 7.04

Special Condition 4.3 Complaints metric output delivery incentive
(CMy)

Introduction

4.3.1 The purpose of this condition is to calculate the term CMt (the complaints
metric output delivery incentive term). This contributes to the calculation of
the term ODIt (the output delivery incentives term), which in turn feeds into
Calculated Revenue in Special Condition 2.1 (Revenue restriction).

4.3.2  The effect of this incentive is to penalise the licensee where it has performed
poorly in relation to its handling of customer Complaints.

4.3.3 For the purposes of calculating the complaints metric only, Complaints received
between the time of the licensee’s customer service centre closing and 23:59 of

the same day will be considered as having been received on the next Working
Day.

Part A: Adjustments arising from complaints metric (CM:)

4334.3.4 The value of the CMt term is derived in accordance with the following
formula:

f ’ _
CM_—
11

;, CMS. — CMT \

If CMAS; < CMT;, then:

CMt = O
If CMAS, > CMT, then:
CM, = max(—CMMP,, (CMT, — CMAS,) IRCM,)

where:

EMS:.CMAS: means the licensee’s actual performance in relation to the
complaints metric and is derived in accordance with Part B;



CMT: means the minimum acceptable performance score for the
complaints metric targetseerefixed-atand equals 3.5;

EMMIN:CMMP: means the maximum penalty in respect of the complaints metric

applied;fixed-at10for the licensee, as specified in Appendix 1; and
EABR:IRCM: means-Ex-Ante Base Revenue—means the licensee’s incentive rate
for the complaints metric, as specified in Appendix 2.

Part B: Complaints metric performance score

4.344.3.5 The value of the EMS:CMAS: term is derived in accordance with the
following formula:

EMS:CMAS, = 10PCUDPO; + 30PCUDPT; + 50PRC; + 10POF;
where:

PCUDPO: means the percentage of Complaints wrreselvedwhich are not Resolved
Complaints by the end of the first Working Day after the day on which the
Complaint was first received by the licensee as reported to the Authority
for that years;.;

PCUDPT: means the percentage of Complaints urreselvedwhich are not Resolved
Complaints after the end of the period of 31 Working Days beginning with
the first Working Day after the day on which the Complaint was first
received by the licensee, as reported to the Authority for that year;

PRC: means the percentage of Repeat Complaints, as reported to the Authority
for that year; and
POF: means the percentage of total Complaints where an Ombudsman Finding

Against The Licensee is made, as reported to the Authority for that year.

A ndix 1
Maximum penalty in respect of the complaints metric (CMMP:) (£m)




where:
EBV.Distributio | meanstheGas 2029/3 | 2030/3
n Network Conditioning 8 9 0 1
Baseline
Volume;2026/2
7
Ak means-the Aetual Leakage Volume;
EABR meanst-Ante-BaseRevente;
PRAEOE means-the 459 450 450
Pressure 4.45 4.45 4.45
Impact
Volume;
derivedin
accordance
with
paragraph
4.45
GPRC:Lon is-derivedin | 3:20 3.20 3.20 3.20
3:20
3.21
CENW means-the 3.00 3.00 3.00 3.00
Central Price | 3.04 3.04 3.04 3.04
ofCarbon;
ltinlied |
aGWh
€onversion
factorof
1,.22642:
and3:00
3.04




HSWM means-the 2.30 2.30 2.30 2.30

Totex

Incentive

Strength-2.30
Northern Gas Networks 3.00 3.00 3.00 3.00 3.00
Ltd
Scotland Gas Networks 240 240 240 240 240
plc 2.35 2.35 2.35 2.35 2.35
Southern Gas Networks 510 510 510 510 510
plc 4,99 4.99 4.99 4.99 4.99
Wales & West Utilities 320 320 320 320 320
Ltd 3.17 3.17 3.17 3.17 3.17

45 Thevalueoftl PIV. is derived i , b the following formula:

o, — ,Wlm% SRl if Al PUDE

)

Appendix 2
Incentive rate for the Complaints Metric (IRCM:) (£m)

where:
PLDVDistributi | meansthe Pressure 2027/2 | 2028/2 | 2029/3 | 2030/3
on Network Lower 8 9 0 1
Deadband
Volume;2026/
27
AvPYEEOE means-the Price 300 300 300 300
Pressure Volume:
and3-00
2.96
PUDVLon means-the Pressure 213 213 213 2313
UpperDeadband 2.14 2.14 2.14 2.14
Velume 213
2.14
2.03 2.03 2.03 2.03 2.03
1.54 1.54 1.54 1.54 1.54




PLDV:Distributi | meansthePressure 2027/2 | 2028/2 | 2029/3 | 2030/3
on Network Lower 8 9 0 1
Deadband
Volume; 2026/
27
Northern Gas 2.00 2.00 2.00 2.00 2.00
Networks Ltd
Scotland Gas 160 160 160 160 160
Southern Gas 340 340 340 340 340
Wales & West 213 213 213 213 213
Utilities Ltd 2.11 2.11 2.11 211 211

4=1GP,
GPRC, = CF(Zd-l d,t)_mmsm

ng










Special-Condition4-5Special Condition 4.4 Unplanned Interruption
Mean Duration output delivery incentive (UIPy)

Introduction

4-534.4.1 __ The purpose of this condition is to calculate the term UIPt (the Unplanned
Interruptions output delivery incentive term). This contributes to the
calculation of the term ODIt (the output delivery incentives term), which in
turn feeds into Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

4.5:244.2 The effect of this incentive is to penalise the licensee if it fails to meet
minimum standards in relation to the average duration of its Unplanned
Interruptions, excluding those that occurred as part of a Major Incident.

453443 This includes two separate penalty mechanisms, one relating to MOB
Riser Interruptions and another relating to all other types of Unplanned
Interruptions.

454444 This condition also:

a) requires the licensee to submit an explanatory report should its
performance breach the Unplanned Interruption Excessive
Deterioration Level; and



b) makes provision for the licensee to apply for a reduction in the
Unplanned Interruption Mean Duration Penalty in certain
circumstances.

Part A: Formula for calculating the Unplanned Interruption Mean Duration
Penalty (UIPy)

4.5.54.4.5 The value of UIP: is derived in accordance with the following formula:

(LM M D LLIMMS \
T CEaczac s

/”,’.’\.’.A/ID‘: LLINMS \ UIPt

0,UIMMD, < UIMMS

{ (UIMMDt — UIMMS
max

UIMMS — UIMED ’—1) [UIMPM],UIMMD, > UIMMS

0,UINMD, < UINMS

+{ (UINMDt — UINMS
max

UINMS — UINED '—1) [UIMPN], UINMD, > UINMS

where:

UIMMD:¢ means the Unplanned Interruption Mean Duration relating to
MOB Riser Interruptions, expressed in minutes;

UIMMS means the Unplanned Interruption Minimum Performance Level
relating to MOB Riser Interruptions set out in Appendix 42;

UIMED means the Unplanned Interruptions Excessive Deterioration
level relating to MOB Riser Interruptions set out in Appendix 42;

UINMD: means the Unplanned Interruption Mean Duration relating to all
Unplanned Interruptions other than MOB Riser Interruptions,
expressed in minutes;

UINMS means the_.common Unplanned Interruption Minimum
Performance Level relating to all Unplanned Interruptions other
than those relating to MOB Riser Interruptions set out in
Appendix 1;

UINED means the_common Unplanned Interruptions Excessive

Deterioration level relating to all Unplanned Interruptions other
than those relating to MOB Riser Interruptions set out in
Appendix 1; and

EABR.UIMPM wmeansEx-AnteBaseRevenue.means the maximum penalty
relating to MOB Riser Interruptions set out in Appendix 3; and



UIMPN means the maximum penalty relating to all Unplanned

Interruption other than MOB Riser Interruptions set out in
Appendix 4.

Part B: Notification where the Unplanned Interruption Excessive Deterioration
Level is breached

4.5:64.4.6 If UIMMD: exceeds UIMED, or UINMD: exceeds UINED, for any Regulatory
Year, the licensee must submit to the Authority a report setting out:

c) an explanation of all relevant factors that have contributed to the breach
of the Unplanned Interruption Excessive Deterioration level; and

d) details of the actions undertaken to date, or planned within specified
timescales, in order to improve the licensee's performance in relation to
Unplanned Interruptions.

4.5:74.4.7 The licensee must submit the report during the period of 30 days

beginning with the date of its submission of the Regulatory Reporting Pack for
the Regulatory Year in question.

Part C: Application for waiver or reduction in the penalty

4-5:84.4.8 The licensee may apply to the Authority for a direction, waiving or
reducing any Unplanned Interruption Mean Duration Penalty, where a change
to the RIGs on the reporting of Unplanned Interruptions results in a higher
Unplanned Interruption Mean Duration Penalty than would have applied had
the RIGs for the Regulatory Year 2649/2062025/26 remained in effect.

459449 _ The licensee must submit its application for a direction, waiving or
reducing the Unplanned Interruption Mean Duration Penalty, together with
detailed supporting evidence, to the Authority during the period of 30 days
beginning with the date of its submission of the Regulatory Reporting Pack for
the Regulatory Year in question.

Appendix 1

Common Unplanned Interruption Mean Duration Penalty levelslevel for all
Unplanned Interruptions other than MOB Riser Interruptions (hours)

Distribution
Network

Unplanned
Interruptions
Minimum Performance
Level

Unplanned Interruptions
Excessive Deterioration Level
(UINED)

(UINMS)
EoE, NW, 1213 1718
WM, NGN
Sc, WWU
Lon, So 1415 1920
NW 14 19
WM 13 18




Appendix 2

Unplanned Interruption Mean Duration Penalty levels for all Unplanned MOB

Riser Interruptions (hours)

Licensee Distribution | Unplanned Interruptions | Unplanned
Network Minimum Performance Interruptions Excessive

Level Deterioration Level
(UIMMS) (UIMED)

Cadent EoE 518410 718 601

Cadent Lon 601593 801793

Cadent NW 604342 801542

Cadent WM 601388 801588

NGN 212 412

SGN Se Sc 549 749

SGN Se So 212 412

WWU 212 412

Appendix 3

Unplanned Interruptions Maximum Penalty for all Unplanned MOB Riser

Interruptions (UIMPM) (£m)

Licensee | Distribution | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Network
Cadent EoE 225 235 235 2325 225
Cadent Lon 16 16 16 16 16
Cadent NW &5 5 5 5 5
Cadent WM 115 1.15 1.15 1.15 115
1.50 1.50 1.50 1.50 1.50
SGN Se Sc i i i i ]
SGN Se So 2:55 2:55 2:55 2:55 2:55
2.50 2.50 2.50 2.50 2.50
WWU 16 16 16 16 16
1.58 1.58 1.58 1.58 1.58
A ndix 4

Unplanned Interruptions Maximum Penalty for all common Unplanned

Interr

ion her than MOB Riser

IMPN) (£Em




Licensee | Distribution | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Network
Cadent EoE 225 225 225 220 225
Cadent Lon 1.6 16 16 16 16
1.60 1.60 1.60 1.60 1.60
Cadent NW 15 15 15 15 15
Cadent WM 115 1.15 1.15 1.15 115
1.50 1.50 1.50 1.50 1.50
SGN Se Sc 12 12 12 12 2
117 117 117 117 117
SGN Se So 2Z:55 2Z:55 2Z:55 Z:50 255
2.50 2.50 2.50 2.50 2.50
WWU 16 16 16 16 16
1.58 1.58 1.58 1.58 1.58

Special- Condition4-6Special Condition 4.5 Collaborative
streetworks output delivery incentive (CSWy)

Introduction

4:614.5.1 The purpose of this condition is to calculate the term CSWt (the
collaborative streetworks output delivery incentive term). This contributes to
the calculation of the term ODIt (the output delivery incentives term), which in
turn feeds into Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

4.624.5.2 The effect of this incentive is to reward the licensee where it delivers a

Collaborative Streetworks Project-_by 31st March 2031 and meets the

eligibility criteria outlined in this condition and in the Collaborative
Streetworks Governance Document.

4.5.3  This condition also requires the licensee to keep a central information source
on the ENA-SmarterFEN Innovation Portal.

Part A: Licence status

4.5.4  This condition will come into effect once a central ee-erdinater coordinator has
been formally approved using the criteria outlined in the associated document

and approved by the Authority as set out in paragraph 4.5.8.

4.6.34.5.5 The Cadent London and SGN Southern Distribution Networks Pertal-are

required to meet a minimum threshold of 5 Collaborative Streetworks Projects
in the relevant Regulatory Year to be eligible for the incentive reward.




4.5.6 The licensee must comply with the Collaborative Streetworks Governance
Document to be eligible for the incentive.

4,57 Once the Authority has approved a local authority as ee-erdinater-coordinator,

it will issue a direction formally appointing a central ee-erdinater coordinator
for the relevant regions.

4.5.8 The central ee-erdinater-coordinator is responsible for overseeing the

Collaborative Streetworks Project and ensuring compliance with the
requirements of this condition. The roles and responsibilities of the central €e-

erdinater coordinator and of the licensee are set out in the Associated
Document.

Part-A:Part C: Formula for calculating the collaborative streetworks incentive
(CSWhy)

4-6-44.5.9 The value of the CSWt term is derived in accordance with the following
formula:

If X, < CSWPT,CSW, = 0

If X, > CSWPT,CSW,
= min [X—=ESWP)0-005-EABR}
«(CSWMP - MCSWP) 4+ (CSWSP - SCSWP),CSWC,] - TIS

where:

Xt means the total number of Collaborative Streetworks Projects
completed;

CSWMP means the number of completed streetworks projects which
meet the criteria for a Collaborative Streetworks Minimum

Project;

CSWSP means the number of completed streetworks projects which
meet the criteria for a Collaborative Streetworks Strategic
Project;

X:CSWPT means the minimum number of Collaborative Streetworks

Projects a licensee must complete to be eligible to receive a
reward for subsequent completed;-_Collaborative Streetworks
Projects. The minimum project threshold is 5 for Cadent London
and SGN Southern. For all other Distribution Networks the

minimum project threshold is 0;

CSWRMCSWP means a reward of £0.305m095m for each minimum
Collaborative Streetworks Project completed;




SCSwp means a reward of £0.160m for each strategic Collaborative
Streetworks Project completed;

TIS means the Totex Incentive Strength; and

EABRCSWC:  meansEx-AnteBase Revenue:means the maximum incentive cap
as set out in Appendix 1.

Part B:Part D: Knowledge sharing requirement

4.6:54.5.10 _ The licensee must keep a central information source on the ENA-Smarter
NetworksFEN Innovation Portal in relation to the Collaborative Streetworks
ProejeetProjects which may take the form of links to the relevant Greater
LondenAutheritycentral ee-erdinater-coordinator information-pertal.

Soecial Condition 4.7.C | i

Part E: Collaborative Streetworks Governance Document

4.5.11 The licensee must comply with the Collaborative Streetworks Governance
Document.

4.5.12 The Authority will issue and amend the Collaborative Streetworks Governance
Document by direction.

4.5.13 The Authority will publish the Collaborative Streetworks Governance
Document on the Authority’s Website.

4.5.14 The Collaborative Streetworks Governance Document will make provision
about:

a) the eligibility criteria that the licensee must meet to access the
Collaborative Streetworks incentive;

b) the roles and responsibilities of the central coordinator;

c) the nature of the reporting obligations for Collaborative Streetworks
Projects.

4.5.15 Before issuing the Collaborative Streetworks Governance Document the
Authority will publish on the Authority’s Website:

a) the text of the proposed Collaborative Streetworks Governance
Document;

b) the date on which the Authority intends the Collaborative Streetworks
Governance Document to come into effect;

c) aperiod during which representations may be made on the content of the
Collaborative Streetworks Governance Document, which will be no less

than 28 days.

4.5.16 Before directing an amendment to the Collaborative Streetworks Governance
Document, the Authority will publish on the Authority's Website:



a) the text of the proposed amendments to the Collaborative Streetworks

Governance Document;

b) the date on which the Authority intends the amended Collaborative
Streetworks Governance Document to come into effect;

c) the reasons for the proposed amendments to the Collaborative
Streetworks Governance Document; and

ajd) a period during which representations may be made on the
amendment to the Collaborative Streetworks Governance Document

which will not be less than 28 days.

Appendix 1
Maximum reward available of the Collaborative Streetworks Projects (£m)
Licensee | Distribution | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
Network Maximum

Reward

Cadent | EoE 450 450 450 450 450
22.23

Cadent | Lon 320 320 320 320 320
16.03

Cadent | NW 3.00 3:00 3.00 3.00 3.00
15.22

Cadent | WM 2:30 2:30 2:30 2:30 2:30
11.52
15.02

SGNSe |Sc 240 240 240 240 240
11.73

SGNSe | So 510 510 510 510 510
24.97

WWU 320 320 320 320 320
15.84

Special Condition 4.6 7 and 28 day repair standards output delivery
incentive (STEDy)

Introduction
4-71—The purpose of this condition is to:
(a) £ the CVPO | i ted CUP R Is: and
4-7.24.6.1 allewforthe-adjustmentof calculate the term STEDt (the business

plan7 and 28 day repair standards output delivery incentive term},-whieh).
This contributes to the calculation of the term ODIt (the output delivery
incentives term), which in turn feeds into Calculated Revenue in Special

Condition 2.1 (Revenue restriction).




4.6.2 The effect of this incentive is to increase performance or penalise the licensee if
it fails to meet minimum standards set in Table 1 for the 7 and 28 day repair

standards.

473——This condition also explains-the precessthe-AutheritywilHfeHow when
sssascsine the-delivervof the CVP Outputs-and-directinean-adiustmen

4.754.6.3 requires the licensees to submit their 7 and 28 day repair standards data
in the Regulatory Reporting requirementsPacks.

Table 1: Minimum standards for percentage of outstanding repairs completed
within specified time frame

Timeframe Minimum percentage of
outstanding repairs completed

7 days 75%

28 days 90%

fe}-Formula for calculating the

Part B: A-direction-underparagraph-4.-7.6-willsetout7 and 2 repai

STED, = —SDR, + —TDR,



7 day repair standard

4-7104.6.4 The value of the BRLSDR: term and-the RegulatoryYearsto-which-that
adjustmentrelates:is derived in accordance with the following formula:

If SDRS; = <-SDRT,, then:,

SDR; =0
If SDRS; < >SDRT, then:
SDR; = max(—SDRMP;, (SDRT; — SDRS;) X SDRIR,)

where:

SDRS: means the licensee’s actual performance in percentage in relation to the

Seven Day Repair Metric:

SDRT: means the minimum standard for 7 days, as set out in Table 1, and equals

75% of outstanding repairs completed within 7 days;

SDRMP: means the maximum penalty in respect of the 7 day minimum standard for
the licensee, as specified in Appendix 1; and

SDRIR:  means the licensee’s incentive rate for the 7 day minimum standard, as
specified in Appendix 2.

28 day repair standard

4.6.5 The value of the TDR term is derived in accordance with the following formula:
If TDRS; =< TDRT;, then:

TDR, = 0
If TDRS, < >TDRT, then:
TDR, = max(—TDRMP,, (TDRT, — TDRS,) x TDRIR,)

where:
Appendix4
c 1 ition: Cadent Gas Limited
cVp CVP Qutput Delivery date Reward
{Em)

welfarefacilities Provisionsto-82,125

PFOFHS

]g | busi

usual-work
Personalising Additienal Welfare 31 Mareh2026 045



. .
Vulnerable
Si .

TDRS: means the licensee’s actual performance in percentage in relation to the
Twenty-Eight Day Repair Metric;

TDRT: means the minimum standard for 28 days, as set out in Table 1, and equals
90% of outstanding repairs completed within 28 days;

TDRMP: means the maximum penalty in respect of the 28 day minimum standard
for the licensee, as specified in Appendix 3;

TDRIR: means the licensee’s incentive rate for the 28 day minimum standard, as
specified in Appendix 4.

Appendix 1
Maximum penalty in respect of the 7 day repair standard (SDR¢) (£Em)

Distribution | 2026/27 2027/28 2028/29 2029/30 2030/31

Network

EoE 2:25 2:25 2:25 225 2:25

Lon 1.60 1.60 1.60 1.60 1.60

NW. 150 1:50 1:50 1:50 150

1.52 152 1.52 1.52 152

WM 115 115 115 1.15 115

Northern 1.50 1.50 1.50 1.50 1.50

Gas

Networks

Ltd

Scotland Gas | 1260 120 120 120 120

Networks 1.17 117 1.17 117 117
plc

Southern 255 Zoo 255 255 Zoo

Gas 2.50 2.50 2.50 2.50 2.50

Networks

plc

Wales & 160 160 160 160 160

West 1.58 1.58 1.58 1.58 1.58

Utilities Ltd

A ndix 2
Incentive rate for the 7 day repair standard (SDRIR:) (£m)



Distribution | 2026 /27 2027/28 2028/29 2029/30 2030/31
Network
EoE 2250 2250 2250 2250 2250
22.23 22.23 22.23 22.23 22.23
Lon 1600 16.00 16.00 1600 16.00
16.03 16.03 16.03 16.03 16.03
15.22 15.22 15.22 15.22 15.22
11.52 11.52 11.52 11.52 11.52
Northern 1500 15.00 15.00 15.00 15.00
Gas 15.02 15.02 15.02 15.02 15.02
Networks
Ltd
Scotland Gas | 3200 12.00 12.00 1200 12.00
Networks 11.73 11.73 11.73 11.73 11.73
plc.
Southern 2550 2550 2550 2550 2550
Gas 24.97 24.97 24.97 24.97 24.97
Networks
plc
Wales & 1600 16.00 16.00 1600 16.00
West 15.84 15.84 15.84 15.84 15.84
Utilities Ltd
Appendix 3
Maximum penalty in respect of the 28 day repair standard (TDR¢) (£m)
Distribution | 2026 /27 2027/28 2028/29 2029/30 2030/31
Network
EoE 225 225 225 225 225
Lon 1.60 1.60 1.60 1.60 1.60
WM 1.15 1.15 1.15 1.15 1.15
Northern 1.50 1.50 1.50 1.50 1.50
Gas
Networks
Ltd
Scotland Gas | 120 120 120 1.20 120
Networks 117 117 117 117 117
plc
Southern 255 Zoo 255 255 25
Gas 2.50 2.50 2.50 2.50 2.50
Networks

plc




Distribution | 2026/27 2027/28 2028/29 2029/30 2030/31
Network

Wales & 160 160 160 160 160
West 1.58 1.58 1.58 1.58 1.58
Utilities Ltd
A ndix 4
Incentive rate for the 28 day repair standard (TDRIR:) (£m)
Distribution | 2026/27 2027/28 2028/29 2029/30 2030/31
Network
EoE 37.50 37.50 3750 3750 37.50
37.04 37.04 37.04 37.04 37.04
Lon 2667 2667 2667 26:67 2667
26.71 26.71 26.71 26.71 26.71
NW 2500 2500 2500 2500 2500
25.37 25.37 25.37 25.37 25.37
WM 1917 1917 1917 1917 1917
19.19 19.19 19.19 19.19 19.19
Northern 2500 25.00 2500 2500 25.00
Gas 25.03 25.03 25.03 25.03 25.03
Networks
Ltd
Scotland Gas | 20:00 20.00 20.00 2000 20.00
Networks 19.54 19.54 19.54 19.54 19.54
plc
Southern 4250 4250 4250 4250 4250
Gas 41.61 41.61 41.61 41.61 41.61
Networks
plc
Wales & 2667 2667 2667 26:67 2667
West 26.39 26.39 26.39 26.39 26.39
Utilities Ltd




Chapter 5: Other revenue allowances

Special Condition 5.1 Total other revenue allowances (ORA;)

Introduction

5.1.1  The purpose of this condition is to calculate the term ORA: (the other revenue
allowance term). This contributes to the calculation of Calculated Revenue in
Special Condition 2.1 (Revenue restriction).

Part A: Formula for calculating total other revenue allowance (ORA¢)
5.1.2  The value of ORAt is derived in accordance with the following formula:
ORA; = NIA,; + CNIA; + VCM,
where:

NIA: is derived in accordance with Special Condition 5.2 (RIIO-23 Network
Innovation Allowance);

CNIA:  is derived in accordance with Special Condition 5.3 (Carry-over
Network Innovation Allowance); and

VCM: is derived in accordance with Special Condition 5.4 (Vulnerability and
carbon monoxide allowance).

Special Condition 5.2 RIIO-23 Network Innovation Allowance (NIA:)

Introduction

5.2.1  The purpose of this condition is to calculate term NIA: (the Network Innovation
Allowance term). This contributes to the calculation of the term ORAt¢ (the other
revenue allowance term), which in turn feeds into the calculation of Calculated
Revenue in Special Condition 2.1 (Revenue restriction).

5.2.2  The effect of this condition is to fund investment in innovation by means of the
NIA.

5.2.3  This condition also establishes a framework for the governance and
administration of the NIA.

Part A: Formula for calculating the Network Innovation Allowance term (NIA¢)

5.2.4  Subject to paragraph 5.2.5, the value of the NIA: term is derived in accordance
with the following formula:

NIA; = 90%—% X NIAE;
where:

NIAE, means the Total NIA Expenditure.



5.2.5  The total value of the netwerkinnevation-allowaneeNIA over the RIIO-23 Price
Control Period is subject to the following cap:

2025/26 2030/31
{—ew#yr} Z (NIA,) < (TNIA, +HYIN,)
t;2—92—1712—2 t=2026/27

where:

NIA; isderived in accordance with paragraph 5.2.4;

TNIA; means the value of the licensee’s Network Innovation Allowance as set
out in Appendix 1;-and of this condition.

5.2.6  The licensee must not spend more than 25% of Total NIA Expenditure on
internal resources over the Price Control Period.

{a}-oughttoproceed;and
{b)satisfy-the-eligibility-eriteriaspeeifiedin-The RII0-23 NIA Governance

Document:

Part C:Part B: The RHO-2 NIA Governance Document
5:2405.2.7 The licensee must comply with the RII0-23 NIA Governance Document.

52-1415.2.8 The Authority will issue and amend the RII0-23 NIA Governance
Document by direction.




521425.2.9 The Authority will publish the RII0-23 NIA Governance Document on the
Authority’s Website.

5:2435.2.10 The RII0-23 NIA Governance Document will make provision about the
regulation; governance and administration of the NIA, including:

(a) the definition of “unrecoverable NIA expenditure”;
(b) the eligibility criteria, which RII0-23 NIA Projects must meet;

(c) the information that is to be published by the licensee before RII0-23 NIA
Projects can begin;

(d) the circumstances in which the licensee will require approval from the
Authority before beginning a RI10-23 NIA Project, and the processes and
procedures for that approval;

(e) arrangements for ensuring that learning from RII0-23 NIA Projects ean
beis captured and disseminated by the licensee to other Gas Transporter
Licensees;

(f) the reporting obligations in respect of RII0-23 NIA Projects (which may
include reporting in respect of the funding and the completion of such

projects;; and-the previsions-ef the RHO-2 NIA-Goevernance Document);-and

(g) arrangements relating to the treatment of intellectual property rights in
respect of RII0-23 NIA Projects.

5:2345.2.11 Before directing that the RII0-23 NIA Governance Document comes into
effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed RIIO-23 NIA Governance Document;

(b) the date on which the Authority intends the RII0-23 NIA Governance
Document to come into effect; and

(c) a period during which representations may be made on the content of the
RII0-23 NIA Governance Document, which will retbe lessthanup to 28
days unless the Authority determines that a longer period is appropriate.

5:2-355.2.12 Before directing an amendment to the RII0-23 NIA Governance
Document, the Authority will publish on the Authority’s Website:

(a) the text of the amendedproposed amendments to the RI10-23 NIA
Governance Document;

(b) the date on which the Authority intends the amended RII0-23 NIA
Governance Document to come into effect;

(c) the reasons for the proposed amendments to the RII0-23 NIA Governance
Document; and

(d) a period during which representations may be made on the proposed
amendments to the RII0-23 NIA Governance Document, which will netbe

lessthanup to 28 days unless the Authority determines that a longer
period is appropriate.



Appendix 1

Value of the licensee’s Network Innovation Allowance

GDNLicensee Value of
FNATNIA:
(Em)

EOECadent 12.0018.4

Len 650

NW  8.00

WM 6:00

| Northern Gas Networks LtdNGN | 11.509 |

Secotland Gas Networksple 11.00

Seuthern-GasNetworkspleSGN Group 24.603

Wales & West Utilities LtdWwU 13.3018.148

Special Condition 5.3 Carry-over Network Innovation Allowance
(CNIAy)

Introduction

5.3.1 The purpose of this condition is to calculate the term CNIAt (the Carry-over
Network Innovation Allowance term). This contributes to the calculation of the
term ORAt (the other revenue allowance term), which in turn feeds into the
calculation of Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

5.3.2  The effect of this condition is to extend RII0-1-NetwoerkInnovation-Allowanece2
NIA funding.

5.3.3  This condition also makes-apprepriate provisionforsets out the arrangements

relating to the regulation, administration and governance of the Carry-over
Network Innovation Allowance.

Part A: Formula for calculating the Carry-over Network Innovation Allowance
term (CNIA:)




5.3.4  For the RegulateryYearperiod commencing on 1 April 26212026, and ending
on 30 September 2027, the value of ENJACNIA: is derived in accordance with

the following formula:

CNIA, = {OQ—WH{E@WTGNM—EL]——GM-R—;}—mm (0.9 x
ECNIA,, CTNIA — CNIA,_,) — CNIAR,__

where:

where:EC  means the expenditure incurred by the licensee in respect of

NIAt Eligible CNIA Projects as calculated by the licensee in
accordance with the RII0-32 NIA Governance Document and
reported to the Authority in accordance with Standard Speeial
Condition A48B15 (Regulatory Instructions and Guidance);

ENIAV is-derivedmeans the value of CTNIA calculated in accordance
CTNIA with PartBthe formula in 5.3.4%;

ENJARCN means an-amoeuntrecovered-by-the licenseeremaining CNIA
A1 allowance in relation to a Regulatory Year-2021/22under. For

the RHO-1 NetworkInnevation Aloewanee-whichRegulatory

Year 2026/27 the Authoerity-has-directed-value of CNIAt1is
unrecoverable-inaccordancewith-the RHO-1- NIA-Governance
Documentzero; and

PiCNIAR. is the price index derived in accordance with Part F of Special
Cenditien2-1-means an amount recovered by the licensee in
relation to the Regulatory Year 2026 /27 under the RII0-2 NIA
which the Authority has directed is unrecoverable in accordance
with the RIIO-2 NIA Governance Document. Eorthe Resulatory

Year 2027/2028. thi mn .

5.3.5  EerRegulateryYears-commenecingon-orln respect of any time after 1 April
202230 September 2027, the value of CNIA: is equal to zero.

5.3.6 Eligible CNIA Internal Expenditure may not exceed 25% of the total Eligible

CNIA, unless the Authority otherwise consents.

5.3.7 The value of ENHAVCTNIA is derived inaeccordanece-withfrom the following
formula:

—CTNIA = (R2TNIA — Y2°2%/%¢  NIA,)



where:

) Leul ¥ ! th Part Bof Special Condition 1L
(FheN 1 o Al } of this i 6

31+ Mareh-2021+;means the total RII0-2 NIA cap for the licensee,
including hydrogen innovation funding where applicable, set out in
Appendix 1 of this condition;

NAV20202:R2TNIA

i caleulatod | i ith Part B of Special Condition L of
BR2020/21NIA¢ thislicence-as-inforce-on-31+-March2021:means value of NIA in
year ‘t.
ENIA . . . . "
’ L1 of this 1 in £ 31 M ]222; :

BPC i caleulatedi i th Part B of Special Conditi
’ LU of thicli in 31 Mareh 2021

Part-C:Part B: The RIIO-42 NIA Governance Document
5.3.8  The licensee must comply with the RII0-42 NIA Governance Document.
5.3.9  The Authority will amend the RII0-12 NIA Governance Document by direction.

5.3.10 The RIIO-22 NIA Governance Document makes and will continue to make
additional provision in respect of:

(a) arrangements for ensuring that relevant learning from Eligible CNIA
Projects ean-beis captured and disseminated by the licensee to other Gas
Transporter Licensees whose licences contain a condition of equivalent
effect to this condition;

(b) the nature of the reporting obligations in respect of such projects (which
may include reporting in respect of the funding and the completion of such
projects, as well as reporting on compliance with this condition and the
provisions of the RII0-12 NIA Governance Document);

(c) arrangements relating to the treatment of intellectual property rights in
respect of Eligible CNIA Projects; and

(d) any other matters relating to the regulation, governance or administration
of the Carry-over Network Innovation Allowance.

Part D:Part C: Procedure for amending the RIIO-12 NIA Governance Document

5.3.11 Before amending the RII0-12 NIA Governance Document by direction, the
Authority will publish on the Authority’s Website:

(a) the text of the amendedproposed amendments to the RI10-12 NIA
Governance Document;

(b) the date on which the Authority intends the amended RII0-12 NIA
Governance Document to come into effect;




(c) the reasons for the proposed amendments to the RII0-12 NIA Governance
Document; and

(d) a period during which representations may be made on the proposed
amendments to the RII0-12 NIA Governance Document, which will retbe

lessthanup to 28 days-unless the Authority determines that a longer
period is appropriate.

A ndix 1

Value of the licensee’s RII0-2 Network Innovation Allowance

Value of
Licensee R2TNIA

(£m)
Cadent 40.71
NGN e
SGN Group 44.34
WWwWUuU 16.57

Special Condition 5.4 Vulnerability and carbon monoxide allowance
(VCMy)

Introduction

5.4.1  The purpose of this condition is to calculate the term VCM: (the vulnerability
and carbon monoxide term). This contributes to the calculation of the term
ORA:¢t (the other revenue allowance), which in tarnsturn feeds into the
calculation of Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

5.4.2  This condition also makes-apprepriate-provisienfersets out the regulation,

administration and governance of the vulnerability and carbon monoxide
allowance- (VCMA).

Part A: Formula for calculating the vulnerability and carbon monoxide
allowance

5.4.3  The value of VCMt is derived in accordance with the following formula:
where:

VCMCS:  means the Company Specific VCMA Project capped expenditure
allowance that relates to the licensee;-and

VCMCL:  means the GDN Collaborative VCMA Project ring-fenced expenditure
allowance that relates to the licensee:; and




VCMCU: means the Cross-Utilities Collaborative VCMA Project ring-fenced
expenditure allowance that relates to the licensee.

5.4.4  The value of VCMCSt is derived in accordance with the following formula:

VCMCS; = max i .

| min| VCMCSE,,VCMCSC

- Z VCMCSE, |,0

k=2026/27
where:

VCMCSE: means the total expenditure on Company
Specific VCMA Projects;

VCMCSC means the value of the licensee's capped
expenditure_eapallowanceeap for
Company Specific VCMA Projects for the
Price Control Period as set out in
Appendix 1; and

= -1 means the total expenditure on Company
VCMCSE), Specific VCMA Projects prior to
ke=2021/22 k=2026/27 Regulatory Year t.

5.4.5  The value of VCMCL:t is derived in accordance with the following formula:

VCMCL, = i 5
max|min| VCMCLE;,VCMCLC + VCMCSC
2030/31 t—1
- Z VCMCS; — Z VCMCLE, |,0
t=2026/27 k=2026/27
where:
VCMCLE: means the total expenditure on GDN
Collaborative VCMA Projects;
VCMCLC means the value of the licensee's ring-

fenced expenditure eapeapallowance for
GDN Collaborative VCMA Projects for the
Price Control Period as set out in
Appendix 1;-and




VCMCSC means the value of the licensee's capped
expenditure allowanceeap for Company
Specific VCMA Projects for the Price
Control Period as set out in Appendix 1;

2030/31 means the total Company Specific VCMA
VCMCS, Project allowance for RIIO-3 that relates
t=2026/27 to the licensee; and
+-1 t—1

means the total expenditure on GDN

%#@M-GLEE z VCMCLE, Collaborative VCMA Projects prior to

ke=2021/22 k=2026/27 Regulatory Year t.

5.4.6 The VEMAvalue of VCMCU: is derived in accordance with the following formula:

VCMCU, = max|min| VCMCUE,, VCMCUC + VCMCSC

2030/31 -1

- Z VCMCS, — Z VCMCUE, |,0
t=2026/27 k=2026/27

where:

VCMCUE: means the total expenditure on Cross-Utilities Collaborative

VCMA Projects;
VCMCUC means the value of the licensee's ring-fenced expenditure
eapallowance for Cross-Utilities Collaborative VCMA

Projects for the Price Control Period as set out in Appendix
1;

VCMCSC means the value of the licensee's capped expenditure
allowance eap for Company Specific VCMA Projects for the
Price Control Period as set out in Appendix 1;

2030/31 means the total Company Specific VCMA Project allowance
VCMCS, for RIIO-3 that relates to the licensee; and

t=2026/27
-1 means the total expenditure on Cross-Utilities Collaborative
VCMCUE;, VCMA Projects prior to Regulatory Year t.

k=2026/27

Part B: The VCMI Governance Document

54.65.4.7 The licensee must comply with the YEMAVCMI Governance Document in
its administration and delivery of the VCMA Projects, associated learning
dissemination requirements and reporting requirements.

5:4.75.4.8 The Authority will issue and amend the VEMAVCMI Governance
Document by direction.

5485.4.9 The Authority will publish the VEMAVCMI Governance Document on the
Authority's Website.

5495.4.10 The VEMAVCMI Governance Document will make provision about:



(a) the eligibility criteria that VCMA Projects must meet;

(b) the information that is to be published by the licensee prior to starting any
VCMA Project;

(c) arrangements for ensuring that relevant learning from VCMA Projects can
be captured and disseminated to all other DN Operators; and

(d) the nature of the reporting obligations in respect of VCMA Projects.

5:4105.4.11 Before issuing the VEMAVCMI Governance Document the Authority will
publish on the Authority’s Website:

(a) the proposed text of the VEMAVCMI Governance Document;

(b) the date on which the Authority intends the VEMAVCMI Governance
Document to come into effect; and

(c) a period during which representations may be made on the content of the
VEMAVCMI Governance Document, which will aetbe less-thanup to 28

days unless the Authority determines that a longer period is appropriate.

5:4115.4.12 Before directing an amendment to the VEMAVCMI Governance Document,
the Authority will publish on the Authority’s Website:

(a) the text of the amended-VEMAproposed amendments to the VCMI
Governance Document;

(b) the date on which the Authority intends the amended VEMAVCMI
Governance Document to come into effect;

(c) the reasons for the proposed amendment to the YEMAVCMI Governance
Document; and

(d) a period during which proposed representations may be made on the
amendment to the VEMAVCMI Governance Document, which will ret-be

lessthanup to 28 days unless the Authority determines that a longer
period is appropriate.

Appendix 1
VCMA Expenditure Cap€apAllowances (£m)
GDNDistribution | Allowance Total
Network
EoE Company Specific VCMA Project capped allowance | 23:5021.70
EoE GDN Collaborative VCMA Project ring-fenced 7.8353
allowance
EoE Cross-Utilities Collaborative VCMA Project ring- 0.90
fenced allowance
Lon Company Specific VCMA Project capped allowance | 43-4412.20
Lon GDN Collaborative VCMA Project ring-fenced 43824
allowance
Lon Cross-Utilities Collaborative VCMA Project ring- 0.51
fenced allowance
NW Company Specific VCMA Project capped allowance | $5:6714.46




Utilities Ltd

fenced allowance

GDNDistribution | Allowance Total

Network

NW GDN Collaborative VCMA Project ring-fenced 52202
allowance

NW Cross-Utilities Collaborative VCMA Project ring- 0.60
fenced allowance

WM Company Specific VCMA Project capped allowance | 4+4310.57

WM GDN Collaborative VCMA Project ring-fenced 3.8167
allowance

WM Cross-Utilities Collaborative VCMA Project ring- 0.44
fenced allowance

Northern Gas Company Specific VCMA Project capped allowance | 44-7513.78

Networks Ltd

Northern Gas GDN Collaborative VCMA Project ring-fenced 49278

Networks Ltd allowance

Northern Gas Cross-Utilities Collaborative VCMA Project ring- 0.57

Networks Ltd fenced allowance

Scotland Gas Company Specific VCMA Project capped allowance | +8-779.96

Networks plc

Scotland Gas GDN Collaborative VCMA Project ring-fenced 3.5946

Networks plc allowance

Scotland Gas Cross-Utilities Collaborative VCMA Project ring- 0.41

Networks plc fenced allowance

Southern Gas Company Specific VCMA Project capped allowance | 24-8722.29

Networks plc

Southern Gas GDN Collaborative VCMA Project ring-fenced 8.027.74

Networks plc allowance

Southern Gas Cross-Utilities Collaborative VCMA Project ring- 0.93

Networks plc fenced allowance

Wales & West Company Specific VCMA Project capped allowance | 45-2713.85

Utilities Ltd

Wales & West GDN Collaborative VCMA Project ring-fenced 5.094.81

Utilities Ltd allowance

Wales & West Cross-Utilities Collaborative VCMA Project ring- 0.58




Chapter 6: Pass-through expenditure

Special Condition 6.1 Pass-through items (PTy)

Introduction

6.1.1  The purpose of this condition is to calculate the term PF:PT-+#: (the allowed
pass-through term). This feeds into the calculation of Calculated Revenue in
Special Condition 2.1 (Revenue restriction).

6.1.2  The effect of this condition is to ensure that the licensee’s Allowed Revenue
reflects the fact that certain costs can be passed through to customers.

Part A: Formula for calculating the allowed pass-through term (PTt)

6.1.3  The PTtterm is derived in accordance with the following formula:

PT, = RB, + LF, + PDr+EDEEDE, + TPWI, + TG, + MP, + CDSP, + SL, +EC.EC,

where:

RB:

LF:

2D,

EDE:

TPWI:

TGt

MP;

CDSP:
SLt

+ SLR,

means the amount levied on the licensee in respect of the Prescribed
Rates or an amount directed under Part B;

means the net payments made by the licensee in respect of Licensed
Activity under Standard Condition 3 (Payments by the Licensee to the
Authority);

means the payments in relation to the Pension Scheme Established

Deficit repair expenditure-fer-each-RegulatoryYear, as further
explained-and-elaberated-upenset in the GB2triennial review of

Pension Scheme Established Deficit provided for in the GD3 Price
Control Financial Handbook;

means the Third Party Damage And Water Ingress Costs pass-through
term and is derived in accordance with Part C;

means the adjustment equal to any allowance made, in total, for
reasonable costs incurred by a gas supplier pursuant to paragraphs 5, 6
and 13 of Standard Condition 7 (Provision of Information Relating to
Gas Illegally Taken);

means the adjustment equal to miscellaneous pass-through costs
incurred by the licensee and not reflected in any other part of this
condition, which the Authority has (following consultation with the
licensee) directed the licensee to treat as part of MP:MP-;

means CDSP Costs;

means the Shrinkage costs pass-through term and is derived in
accordance with Part D; and



ECt means the sum of NTS Exit Flat Capacity Costs and NTS Exit Flex
Capacity Costs;

SLR: means the aggregate Specified Amount of the Valid Claims requiring

payment in accordance with the licensee’s obligation under Standard
Special Condition A48 (Last Resort Supply: Payment Claims); and

Part B: Review of Prescribed Rates pass-through term (RBt)
6.1.4  As part of any periodic revaluation, the licensee must:

(a) engage with the Relevant Valuation Agency; and

(b) use reasonable endeavours to minimise the amount of the Prescribed Rates
to which it is liable.

6.1.5  The Authority willmay review the licensee’s engagement with the Relevant
Valuation Agency with respect to a revaluation.

6.1.6  If, after reviewing the licensee’s engagement with the Relevant Valuation
Agency and requesting any further information required from the licensee with
respect to a particular revaluation, the Authority considers that the licensee has
not complied with paragraph 6.1.45, the Authority willmay adjust the value of
RB:RB-t: by direction.

6.1.7 Before making a direction under paragraph 6.1.7 the Authority must publish on
the Authority’s Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed

direction, which must be up to 28 days unless the Authority determines
that a longer period is appropriate from the date the proposed direction is

published.
6.1.8 A direction under paragraph 6.1.7:

(a) may only specify a different value for RB+: for the Regulatory Years

following the Regulatory Year in which the revaluation took place; and
(b) may not specify a different value for RB: that is less than zero.

Part C: Formula for calculating the Third Party Damage And Water Ingress
Costs pass-through term (TPWiIy)

6-176.1.9 Subject to paragraph 6.1.4813, the TPWI: term is derived in accordance
with the following formula:

TPWI, = max{-€9795—><—7111MLR—¢9——6079—15—><—E—ABR979}[(0.95 x TPWRE)
- (0.0425 x EABRt) , o]

where:



TPWRt means Third Party Damage And Water Ingress Costs; and

EABR: means Ex-Ante Base Revenue.

6-186.1.10 _The licensee must use its reasonable endeavours to recoup Third Party
Damage And Water Ingress Costs via any related insurance policies or from the
person responsible for the Third Party Damage And Water Ingress Costs.

6.1.11 The licensee may recover costs reasonably incurred as a direct result of
complying with GSoP1 and GSoP3.

6-196.1.12 The Authority will review the action taken by the licensee to recoup Third
Party Damage And Water Ingress Costs.

6:1106.1.13 If, after reviewing the licensee’s actions, the Authority considers that the
licensee has not complied with paragraph 6.1.811, the Authority will adjust the
value of TPWI: by direction.

Part D: Formula for calculating the Shrinkage costs pass-through term (SL+t)

61116.1.14 The value of SLt is derived in accordance with the following formula:

SL; = ASV; - GPRC;
where:

ASV: means the Actual Shrinkage Volume; and
GPRC: means the gas price reference cost, and is derived in accordance with

Part ava a avaVa 3"‘ a a ':nH'..: ..... outpy de

P E: Formula for calculating th rice referen PR
6.1.15 The value of the GPRC: term is derived in accordance with the following

formula:

n_.GP
GPRC, = CF (Zd-l d,t> ’le
Nng Pl
where:

CF means the conversion factor and is used to convert the average price

from pence per therm to pounds sterling per gigawatt hour, and is equal
to 341.2;

[SH

means a calendar day, where d1 means 1 April and all other days are
numbered consecutively thereafter;

means the total number of calendar days in Regulatory Year t; and

means the closing day ahead offer price of gas for calendar day d, as
published in an Approved Market Price Report for delivery at the

s -



=

National Balancing Point. The price is typically published at close-of-
business the day before calendar day d, and is otherwise the most

recently published day ahead price before the day (eg published on

Friday for a Sunday);and

! P — ! Sy —



Chapter 7: Legacy adjustments

Special Condition 7.1 Legacy adjustments to revenue (LARy)

Introduction

Introduction

7.1.1  The purpose of this condition is to calculate the term LAR: (the legacy
adjustments term), which in turn feeds into the calculation of Allowed Revenue
in Special Condition 2.1 (Revenue restriction).

7.1.2  The value of LARt and its components are in nominal prices.

Part A: Formula for calculating total legacy adjustments (LAR)

7.1.3  The value of the LARt term is derived in accordance with the following formula:

LAR, = P+ LMOD—+ LK+ LTRU+NOCO—+LDRW L BM 4+ LSHR 4+ LEEL

+LEPL+LExLAD]; + LK,
where:

EPT:LAD]: is derived in accordance with Special Condition 7.2 (Legacy pass-
threughAIP Adjustment term);

LMOD. i derivedi 1 ith Special Condition 7.3-( MODY:

LK: is derived in accordance with Special Condition 7.43 (Legacy K
correction};).

LTRU. i derived.i 1 ith Speeial Condition 7.5-( TRU
term);

NOCO, i derived 1 ith Special Condition 7-6-{C] ¢
the RHO-1 Network Oulpuls);

LDRW. i derived. 1 ith Special Condition 7.8-(C) ¢
Lo RIO-CD1 D : R 1G] )

LBM, i derived 1 ith Special Condition 7.9-(C) ¢
Lo RIO-CD1 Broad M fC Satisfaction] ive):

LSHR. i derivedi 1 ith Special Condition 7.10-{C) ¢
Lo RIO-CD1 Shrinl ALl R Ad; )

LEEL i derivedi 1 ith Special Condition 7.11-{C) ¢
Lo RIO-CD1 Envi | Ernicsi ; ve):

LEPL i derivedi 1 ith Special Condition 7.12 {C) ¢
b RIIO-GD1 Enel P N K onSel I .
Mechanism);and

LEx: i derived.i 1 ith Speeial Condition 7.13-(C) ‘



Special Condition 7.2 Legacy AIP Adjustment
term (LADJ)

Introduction

7.2.1  The purpose of this condition is to ealeulate-the-termLPT:set out the process

that the Authority will follow when directing values for the term LAD]: (the
legacy pass-threughAIP Adjustment term). This contributes to the calculation

of the termLAR(thelegacy adjustments term_in Special Condition 7.1 (Legacy
adjustments to revenue), which in turn feeds into the calculation of Allowed

Revenue in Special Condition 2.1 (Revenue restriction).

7327.2.2 The effect of this condition is to reflect the close out of the GBP4GD2

Legacy Price Control Financial Model.
Part A: Authority AssessmentaAssessment and direction

#337.2.3 ForRegulatory Years-commenecing-ont-April 2021 and 1+ April 2022, The
value of EMODB:LADI;, is derived in accordance with the following formula:

LMOD, = MOD. - RPIE
— LAD], = ADJ,

where:



MODAD], has the value directed by the Autherity coinciding with the A 1

Medelperformed-determined by the Authority in accordance with
Chapter 8 (Legacy) of the GB2GD3 Price Control Financial

Handbook; and_directed by the Authority in accordance with this
condition.

73-5—Before making a direction under paragraphs73-3-and-73-4-the Authority-will
Blicl Lo Authority's Website:
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Nw 13,330
WM 8,360
Northern Gas 14.-500
NetworksLtd
Scotland Gas 17130
Netweorksple
SouthernGas 10,367
Networks ple
Wales & West = 12,590




F14-47.2.4  Beforemakinga-directionunderparagraph714-3this condition the
Authority will publish on the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed

direction, which will retbelessthan28-daysbe up to 28 days unless the
Authority determines that a longer period is appropriate.

Special Condition 7.3 Legacy K correction (LK)

Intr ion

7.3.1 The purpose of this condition is to calculate the term LK: (the legacy correction

term). This contributes to the calculation of the legacy adjustments term in

Special Condition 7.1 (Legacy adjustments to revenue), which in turn feeds into
the calculation of Allowed Revenue in Special Condition 2.1 (Revenue

7.3.2 The effect of this condition is to close out the RIIO-GD?2 correction term.

Part A: Formula for calculating the | rrection term (LK

7.3.3 The value of LK: is derived in accordance with the following formula:
LK; = K;
where:

K: has the value determined by the Authority in accordance with
Chapter 8 (Legacy) of the GD3 Price Control Financial Handbook

and directed by the Authority in accordance with this condition.

7.3.4 Before making a direction under this condition the Authority will publish on
the Authority's Website:

(a) the text of the proposed direction;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed
direction, which will be up to 28 days unless the Authority determines that
alonger period is appropriate.



Special Condition 7.4 Legacy net RAV additions (LRAV;) and tax

balances
Intr ion

7.4.1 The purpose of this condition is to explain the process that the Authority will

follow when directing opening balances for the legacy net RAV additions and
tax pool and tax loss balances.

7.4.2 The effect is to reflect the close out of the GD2 Legacy Price Control Financial
Model in respect of legacy net RAV additions and tax pool and tax loss balances.

Part A: The | net RAV ition rm (LRAV

7.4.3 The Authority will determine the value of LRAV: in accordance with the general
financial adjustment methodology in Chapter 8 of the GD3 Price Control

Financial Handbook and will direct the value in accordance with this condition.

Part B: Carry over of tax balances

7.4.4 The Authority will determine the value of the terms OGPt, OSRPt, OSBPt,, ODRPs,
LOSBP:, LODRP: and OTLt in accordance with the general financial adjustment

methodology in Chapter 8 of the GD3 Price Control Financial Handbook and
will direct the values in accordance with this condition.

P : Pr re for makin irection

7.4.5 Before making a direction under this condition the Authority will publish on
the Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed
direction, which will be up to 28 days unless the Authority determines that
a longer period is appropriate.




Chapter 8: Governance

Special Condition 8.1 Governance of the GD3 Price Control
Financial Instruments

Introduction
Intr ion
8.1.1  The purpose of this condition is to establish:

(a) the GB2GD3 Price Control Financial Instruments; and
(b) arobustand transparent change control framework for the GD3 Price
Control Financial Instruments:,
Part A: The GB2GD3 Price Control Financial Instruments

8.1.2  Each of the following &B2GD3 Price Control Financial Instruments forms part
of this condition:

(a) the GB2GD3 Price Control Financial Handbook; and
(b) the &B2GD3 Price Control Financial Model.

Part B: Modification of the GD2GD3 Price Control Financial Instruments

8.1.3  The Authority may direetby direction make modifications to the GB2GD3 Price
Control Financial Instruments under this Part at any time during the Price
Control Period where:

(a) it becomes aware of a modification that will improve the functionality or
clarity of the GB2GD3 Price Control Financial Instruments; and

(b) the modification will have no impact on the licensee’s Allowed Revenue.

8.1.4  For the purposes of paragraph 8.1.3(b), it is to be presumed that a modification
which serves to correct a manifest error will have no impact on the licensee’s
Allowed Revenue. This is without prejudice to the licensee's right to make
representations to the Authority that a particular modification will have an
impact on the licensee's Allowed Revenue.

8.1.5  The following categories of medificatiensmodification may be made under this
Part:

(a) formatting changes such as re-numbering of paragraphs, capitalising
defined terms, cell labelling, renaming or re-ordering of sections or
worksheets;

(b) deleting irrelevant material such as transitional provisions that have
expired;

(c) updates such as to dates, version numbers of documents, titles of re-
enacted legislation and re-named bodies;



(d) consequential changes required to reflect modifications made to the
special conditions such as the addition or removal of PCFM Variable
Values; and

(e) correction of manifest errors; such as discrepancies between the 6B2GD3
Price Control Financial Instruments and between the 6B2GD3 Price
Control Financial Instruments and the other special conditions.

8.1.6  Cireumstancesin-whichThe following do not constitute a modification may-be
madeof the GD3 Price Control Financial Model:

(a) entering a PCEM Variable Value into the GD3 Price Control Financial
Model;

(b) changing the filename of the spreadsheet containing the GD3 Price Control

Financial Model;

(c) changing the publication date on the Cover sheet of the GD3 Price Control

Financial Model; and

(d) reducing the PCFM by removing sheets that relate to other licensees.

P : Pr re for makin irection

8.1.7  Before making a direction under paragraph 8.1.3, the Authority will:
(a) consider any-views-expressed-andrepresentations made by the GB2GD3

Price Control Financial Model Working Group in relation to modifications
of the type set out in paragraphsparagraph 8.1.5{a)}te-{e};; and
(b) publish on the Authority's Website:

kii._the text of the proposed direction;

iiii. the reasons for the proposed direction, including why the Authority

believes that the modification meets the requirements of paragraphs
8.1.3 and 8.1.5; and

fikiv.  aperiod during which representations may be made on the

proposed direction, which will retbelessthan28-daysbe up to 28 days
unless the Authority determines that a longer period is appropriate.

8.1.8  Adirection under paragraph 8.1.3 will set out:

(a) the modifications to the GB2GD3 Price Control Finance Instruments; and
(b) the date from which it is to have effect or the mechanism by which that
date is to be determined.

Part C:Part D: Availability and updating of GB2GD3 Price Control Financial
Instruments

8.1.9  ThisParthaseffectinrelationteThe Authority will maintain on the publication

and-availabilityAuthority’s Website an up-to-date copy of the GB2GD3 Price
Control Financial HandbeekandInstruments throughout the GB2-Price Control

Einaneial MedelPeriod.

8.1.10 The Authority will ensure that any modifications of the GB2GD3 Price Control
Financial Instruments, whether under Part B of this condition or otherwise, are



promptly incorporated into a consolidated version efthe GD2Price-Control
FEinanciaHnstruments-maintained on the Authority’s Website.

8111 Witheutlimiting the general-effect of paragraph-8-1-9,-The Authority will :

fa}publish on the Authority’s Website;the-a consolidated version of the
GP2GD3 Price Control Financial Model containing the updated value of ARt

following the licensee's annual publication of the GD3 Price Control
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Chapter 9: General obligations

Special Condition 9.1 Annual Environmental Report

Introduction

9.1.1 This condition requires the licensee to prepare and publish an Annual
Environmental Report.

9.1.2  The purpose of an Annual Environmental Report is to increase the public
transparency and accountability of the licensee in relation to the impacts of its
business and network activities on the environment, and in relation to the
licensee's progress against its Environmental Action Plan Commitments.

9.1.3  This condition also explains the process that the Authority will follow in issuing
and amending the Environmental Reporting Guidance;whieh-.

9139.14 The licensee must comply with_the Environmental Reporting Guidance
when preparing its Annual Environmental Report.

Part A: Requirement to prepare and publish an Annual Environmental Report

9149.1.5 The licensee must prepare an Annual Environmental Report in
accordance with the Environmental Reporting Guidance.

91.59.1.6 The licensee must publish an Annual Environmental Report for the
preceding Regulatory Year on, or before, the date specified in the
Environmental Reporting Guidance.

91.69.1.7 The licensee must ensure its Annual Environmental Report is readily
accessible to the public from the licensee’s website.

9.1.8 The Annual Environmental Report must consist of two sections as per the
Environmental Reporting Guidance: a quantitative key performance
indicatorKP! section and a predominantly qualitative commentary section.

9.1.9 The licensee must submit all the data presented in the Annual Environmental
Report to the Authority in a format prescribed in the Environmental Reporting

Guidance. The submission date should align with the publication of the Annual
Environmental Report.

Part B: Environmental Reporting Guidance

9-179.1.10 _ The Authority will issue and amend the Environmental Reporting
Guidance by direction.

9-189.1.11 The Authority will publish_the Environmental Reporting Guidance on the
Authority's Website.

9199.1.12 The Environmental Reporting Guidance will set out how the licensee must
prepare its Annual Environmental Report, including the following:



(a) the engagement the licensee is required to undertake with stakeholders to
help inform the development of its Annual Environmental Report;

(b) the requirements for the structure and level of detail to be included in the
Annual Environmental Report, including some of the data metrics to be
used, as well as expectations about the level of explanatory text to be
included;-and

(c) the format for submitting information to the Authority asrequired-under
paracraphs 91.8and 9.1.9: and

fg(d) the environmental impacts, relevant Environmental Action Plan
Commitments, business practices, existing obligations and activities that
must be covered in the Annual Environmental Report.

9-1109.1.13 Before issuing the Environmental Reporting Guidance by direction, the
Authority will publish on the Authority's Website:

(a) the text of the proposed Environmental Reporting Guidance;

(b) the date on which the Authority intends the Environmental Reporting
Guidance to come into effect; and

(c) a period during which representations may be made on the content of the

Environmental Reporting Guidance, which will retbeless-than28-days-be
up to 28 days unless the Authority determines that a longer period is
appropriate.
9-1119.1.14 Before amending the Environmental Reporting Guidance by direction, the
Authority will publish on the Authority's Website:

(a) the text of the amendedproposed amendments to the Environmental
Reporting Guidance;

(b) the date on which the Authority intends the amended Environmental
Reporting Guidance to come into effect, which, unless agreed with the
licensee, will not be before three months from the date of publication or
the commencement of the rextsubsequent Regulatory Year_following
publication, whichever is later;

(c) the reasons for the proposed amendments to the Environmental Reporting
Guidance;

(d) how the proposed reporting requirements provide an appropriate balance
between thetheen costs of reporting and the-benefit of the information
created; and

(e) a period during which representations may be made on the proposed
amendments to the Environmental Reporting Guidance, which will ret-be

lessthanup to 28 days unless the Authority determines that a longer
period is appropriate.

Special Condition 9.2 Network Asset Risk Metric Methodology

Introduction

9.2.1 ThepurpoeseofThis condition is-te-setsets out:



(a) the requirements on the licensee in respect of the NARM Methodology-;

(b) the NARM Obijectives;

H(c) the process for modifying the NARM Methodology- where the
proposed modifications have a material impact on the Baseline Network
Risk Qutputs;

(d) the process for modifying the NARM Methodology where the proposed
modifications do not have a material impact on the Baseline Network Risk
Outputs;

(e) the requirements on the licensee in respect of the Information Gathering

Plan; and

(f) the requirements on the licensee to work in co-operation with all DN

Operators, and with the NTS Operator where apprepriate the licensee has
similar assets, to develepproduce an Engineering Guidance Document.

Part A: Requirement to have a NARM Methodology

9.2.2  Thelicensee must have in place and act in accordance with a NARM
Methodology that facilitates the achievement of the NARM Objectives-, which is

comprised of:

a) a NARM Methodology which is common to all DN Operators (“the GD
NARM Methodology”) that complies with the requirements of paragraph
9.2.4; and

(b) the licensee’s own methodology for implementing the GD NARM

Methodology using the licensee’s own asset information, which complies
with the requirements of paragraph 9.2.6.

9.2.3 The NOMsNARM Methodology ineffect-en31+Mareh-2021approved by the
Authority and effective from 1 April 2026 is deemed to be the NARM
Methodology in-effectfrom+-April2021-until superseded.

9.2.4 The licensee must cooperate with all other DN Operators to develop and
maintain the GD NARM Methodology that facilitates the achievement of the
NARM Objectives.

9.2.5 The licensee must atall-times, keep the GD NARM Methodology under review in
accordance with 9.2.9 and modify it as necessary to ensure that it continues to
facilitate the achievement of the NARM Objectives.

9.2.6 _ Thelicensee’s own methodology for implementing the GD NARM Methodology
must:
(a) enable the licensee to:
i. assess its NARM assets against the Network Asset Risk Metric;
ii. reportin accordance with the RIGs; and
iii. assess its performance against the Baseline Network Risk Qutput;



(b) be consistent with the GD NARM Methodology.

9.2.7 The licensee mustatall times_at least once every yvear review its own

methodology for implementing the GD NARM Methodology underreview and
modify it as necessary to ensure it complies with the requirements of

paragraph 9.2.6.

Part B: The NARM objectives
9.2.49.2.8 The NARM obijectives are:

(a) to provide transparent, logical links between:

i.  the Asset Data that the licensee collects through inspections,
maintenance, and other asset management activities;

ii. the data that the licensee inputs into its Asset Management
Systems;

iii. the licensee's asset management decisions; and
iv. where relevant, the licensee's whole system investment decisions;

(b) to enable the Authority to establish the licensee's Baseline Network Risk
Outputs and to undertake an objective assessment of the licensee's
Baseline Network Risk Output delivery;

(c) to enable the robust estimation of Current Monetised Risk, Forecast
Monetised Risk, Single-year Monetised Risk, and Long-term Monetised
Risk of asset failure for:

i. each NARM Asset Category;
ii. individual NARM Assets within each NARM Asset Category; and
ili. the licensee's Distribution Network;

(d) to enable the robust estimation of the Current Monetised Risk and Long-
term Monetised Risk benefits delivered, or expected to be delivered,
through interventions on specific assets or groups of assets;

(e) to provide inputs to help explain and justify, through Cost-Benefit Analysis:

i.  thelicensee's investment plans for managing and renewing its
NARM Assets; and

ii. thelicensee's outturn delivery of investment options;

(f) to enable the identification and quantification of drivers leading to changes
in Monetised Risk over time;

(g) to enable the comparative analysis of Monetised Risk between:

i.  different NARM Asset Categories and between individual NARM
Assets on the licensee's Distribution Network;

ii. geographic areas of, and NARM Assets within, the licensee’s
Distribution Network;

iii. the licensee’s Distribution Network and other networks within the
same sector;

iv. the licensee's Distribution Network and networks outside_and
inside Great Britain with similar assets should similar approaches




as set out in the NARM Methodology be applied to estimate
Monetised Risk for those networks; and

v. the NTS and Distribution Networks within Great Britain; and

(h) to enable the communication to the Authority and other interested parties
of relevant information about the licensee’s Distribution Network in an
accessible and transparent manner.

Part C: Modification-ofModifications to the NARM Methodology that have a
material impact on the Baseline Network Risk Output

925929 The licensee must, at least once every year, review the NARM
Methodology to identify scope for modifications that would better facilitate the
achievement of the NARM Objectives.

9.2.69.2.10 _ Where the licensee has identified scope for modifications that weuld
better facilitate the achievement of the NARM Objectives which would have a

material impact on the licensee’s Baseline Network Risk Output, it must notify
the Authority of the timeframes within which it will propose the relevant

modifications to the NARM Methodology.

9279.2.11 Where the licensee proposes a modification to the NARM Methodology
under this Part, it must:

(a) consult-with other Network Licensees to which a condition of equivalent
effect to this condition applies and with any other interested parties,
allowing them a period of at least 28 days within which to make any
representations on the proposed modification;

(b) submit to the Authority a report containing:

i. astatement explaining the proposed modification to the NARM
Methodology; and

ii. an explanation of how, in the licensee’s opinion, the proposed
modification, if made, would better facilitate the achievement of the
NARM Obijectives;

(c) submit to the Authority a draft NARM Methodology that incorporates the
proposed modification;

(d) submit to the Authority any relevant subsidiary or supporting documents,
data files, or quantitative models;

(e) submit to the Authority a full and fair summary of any representations that
were made to the licensee pursuant to sub-paragraph (a) above and not
withdrawn;

(f) submit to the Authority an explanation of any changes to the modification
proposal that the licensee has made as a consequence of the
representations received;

(g) submit to the Authority a presentation of the data and any other relevant
information (including historical data, which should be provided, where
reasonably practicable and relevant, for a period of at least ten years prior
to the date of the modification proposal) the licensee has used for the
purpose of developing the proposed modification;



(h) submit to the Authority a plan setting out how the licensee intends to
rebase its Baseline Network Risk Outputs, if Rebasing is a necessary
consequence of implementing the proposed modification; and

(i) submit to the Authority a timetable for the implementation of the proposed
modification, including a date for submission of Rebased Baseline Network
Risk Outputs, if necessary.

9:2.89.2.12 The Authority will by direction:

(a) approve the proposed modification;
(b) approve the proposed modification with amendments; or
(c) reject the proposed modification.
9:2.99.2.13 _ In the case of paragraph 9.2.912(a) or (b) the Authority may also direct
the date by which the licensee must submit Rebased Baseline Network Risk

Outputs in accordance with Special Condition 3.1 (Baseline Network Risk
Outputs).

9:2.109.2.14 The licensee must implement the modification directed under paragraph
9.2.912(a) or (b) by such date as may be set out in that direction.

9:21319.2.15 Before issuing a direction under paragraph 9.2.912, the Authority will
publish on the-Autherity'sits website:

(a) the text of the proposed direction;

(b) the date on which the Authority intends the proposed direction to come
into effect;

(c) the reasons why it proposes to issue the direction; and

(d) a period during which representations may be made on the proposed

direction, which will retbeless-than28-daysbe up to 28 days unless the
Authority determines that a longer period is appropriate.

Part D: Modification he NARM Meth | h not have a material
impact on the Baseline Network Risk Output

9.2.16 The licensee may propose modifications under this Part of the type set out in
paragraph 9.2.17 where:

(a) the modification would improve the clarity of the NARM Methodology;

(b) it has obtained the agreement of all DN Operators; and

(c) the modification will have no material impact on the licensee’s or any other
DN Operator’s:

i.  Baseline Network Risk Output; or
ii. delivery against its Baseline Network Risk Output.

9.2.17 The following categories of modifications may be made under this Part:

(a) formatting changes such as re-numbering of paragraphs, capitalising
defined terms, cell labelling, renaming, or re-ordering of sections or
appendices;




(b) deleting irrelevant material such as transitional provisions that have
expired;

(c) updates such as to dates, version numbers of documents, titles of re-
enacted legislation and re-named bodies;
(d) consequential changes required to reflect modifications made to the

special conditions such as the addition, removal or modification of defined
terms; and

(e) corrections of manifest errors.

9.2.18 Where the licensee proposes a modification under this Part, it must send to the
Authority and all other DN Operators a statement that sets out:

(a) the proposed modification to the NARM Methodology;

(b) how, in the licensee’s opinion, the proposed modification, if made, would
improve the clarity of the NARM Methodology; and

(c) the materiality of the proposed modification on the licensee’s Baseline
Network Risk Output.

9.2.19 The Authority must by direction:
(a) approve the proposed modification;

(b) approve the proposed modification with amendments;
(c) reject the proposed modification; or
(d) reject the proposed modification and direct the licensee to make a further

submission under this Part or Part C.

9.2.20 A direction under paragraph 9.2.19 will likely be insufficiently significant to
warrant publication or formal consultation, but the Authority will consider this
on a case-by-case basis.

P E: Information hering Plan

9.2.21 The licensee must provide the Authority with “ an Information
Gathering Plan®} by 01 October 2026.

9.2.22 The Information Gathering Plan must:

(a) set out how the licensee will gather and record the information required
for its implementation of the NARM Methodology; and
(b)include the scope and form of the data that the licensee collects and the

frequency with which data is collected to enable the licensee to report on
progress against its Baseline Network Risk Output in accordance with its
NARM Methodology annually, in accordance with the RIGs.




9.2.23 The licensee musts, at least once every year, review the Information Gathering
Plan and where necessary modify it, to ensure that is complies with the
requirements of paragraph 9.2.22.

Part F: Engineering Guidance Document

9.2.24 The licensee must work in co-operation with all other DN Operators and, where

appropriate the licensee has similar assets to the NTS Operator, with the NTS

Operator, to produce a common Engineering Guidance Document (“the GD
Engineering Guidance Document”) on asset condition data inputs to the
NARM Methodology.

9.2.25 Thelicensee and all other DN Operators must submit the GD Engineering
Guidance Document to the Authority-ferresulaterv-appreval bv 01 April 2028.

9.2.26 The objectives of the GD Engineering Guidance Document are to:

(a) establish common standards for reporting asset condition data and data

inputs for all assets in the NARM Methodology;

(b) provide guidance on capturing asset condition data, including the

provision of visual and descriptive aids where relevant; and

(c) promote best practices for assessing and recording asset condition data.

9.2.27 The licensee must keep-the Encineering Guidance Documentunderrevi

least once every year, review the GD Engineering Guidance Document to
identify scope for modifications and where necessary modify it, subjeettothe
Autherity's eensent to ensure that it continues to meet the objectives set out in

paragraph 9:2.27 9.2.26.




Special Condition 9.3 Price Control Deliverable assessment
principles and reporting requirements

Intr ion

Introduction

9.3.1 The purpose of this condition is to set out the assessment principles the
Authority will apply in deciding whether to make a direction where an

| Evaluative PCDPrice Contrel Deliverable {PEB]} has not been Fully Delivered

and in deciding the contents of such a direction.

9.3.2  This condition requires the licensee to report to the Authority on the delivery
of its Evaluative PCDs and provides for the issuing and amending of the PCD
Reporting Requirements and Methodology Document.

Part A: Evaluative PCD assessment principles

9.3.3 Indeciding whether to make a direction te-adjustallowaneces-wherean

Evaluative PCD-hasnetbeenFEully Peliveredunder this condition and in
deciding the contents of such a direction, the Authority will apply the following

assessment principles:

(a) where an output is Fully Delivered With An Alternative Specification and
the licensee demonstrates that any underspend against the associated
allowances areis attributable to Efficiency or Innovation, the Authority will
not make any adjustment to the associated allowance;

(b) where an output is Fully Delivered With An Alternative Specification, and:

i. thelicensee demonstrates that any overspend against the associated
allowances was efficiently incurred; and

the Authority is satisfied

that the licensee has demonstrated the proportion of increased
Consumer OQutcome associated with the work delivered

the Authority may direct an upwards adjustment to the associated
allowance. The Authority may direct an adjustment of any value between 0
and the Authority’s view of efficiently incurred overspend that delivers the
increased Consumer Outcome. When making such a direction, the
adjustment will be in the form of a negative value inputted into the formula
for the relevant Evaluative PCD term, in order to result in an upwards
adjustment;

B3(c) where an output is Not Delivered, the Authority may direct a
reduction to the associated allowance up to the total amount of the
allowance, save that the Authority will allow the licensee the costs of
undertaking reasonable and necessary work until the decision to not
deliver the output, where the licensee demonstrates that such costs were
reasonable, necessary, incurred efficiently and not otherwise funded by the
special conditions of this licence;

fe3(d) where an output is Delayed, the Authority may direct a re-profiling
of the associated allowance to match the profile of the actual delivery of




work or expenditure, where re-profiling would have a material impact on
allowances;

f(e) where the output is Partially Delivered or Partially Delivered With
Alternative Specification, and:

i.  thelicensee demonstrates that any underspend against the associated
allowances are attributable to Efficiency or Innovation; and

ii. thelicenseeprovidesajustified-estimate-ofefthe Authority is satisfied

that the licensee has demonstrated the proportion of the output or
Consumer Outcome associated with the work delivered,

the Authority may direct ara downwards adjustment to the associated
allowances only in accordance with the following formula:

Adjustment to allowances = ((1 - proportion of output or Consumer Outcome
delivered)* associated allowance)

fe3(f) where none of the circumstances described in sub-paragraphs
{$9.3.3 (a) to (d)-appliese) apply, the Authority may direct an adjustment

to the associated allowances such as to allow only the efficient costs of any
work carried out that contributes to the delivery of the output. When
deciding on the value of any such adjustment, the Authority will:

i.  have due regard to the particular characteristics of the output;

ii. have due regard to any factors that are outside of the licensee’s control
and that may have affected the ability of the licensee to have Fully
PeliverDelivered the output; and

iii. establish efficient costs using the following methods:

(A) AAYwhere these are available, using benchmarking against
historical cost data; or

(B) 88B}where historical cost data is not available, using bespoke
engineering and cost assessment, employing qualitative techniques
to supplement technical methods;

An-Alternative Specification inaccordance with 9 (b):the only instance

in which the Authority may direct an increase to allowances for an
Evaluative PCD is when it is Fully Delivered With An Alternative
Specification in accordance with 9.3.3 (b);

fe3(h) any adjustment to an associated allowance will proportion that

allowance to Regulatory Years in accordance with the profile of actual

expenditure reported by the licensee; and

! the split between fast money and the RAV for any adjustments will
be as set out in the GB2GD3 Price Control Financial Model.

Part B: Reporting requirement

9.3.4  Thelicensee must by 31 July of each Regulatory Year, or such later date
directed by the Authority, send to the Authority a Basic PCD Report on each



Evaluative PCD-eutput for which the delivery date specified in the relevant
licence condition was in the previous Regulatory Year.

9.3.5 Onreceipt of a Basic PCD Report, the Authority will decide whether to direct
the licensee to submit to it a Full PCD Report.

9.3.6  The Authority will not direct the submission of a Full PCD Report where the
Basic PCD Report demonstrates that the output has been Fully Delivered.

9.3.7  Where directed to do so by the Authority the licensee must send to the
Authority a Full PCD Report.

9.3.8  The Authority will use the Basic PCD Report, Full PCD Report, responses to
supplementary questions and any other relevant information to decide the
delivery status of the outputs for the purposes of Part A in accordance with the
definitions of those terms in Special Condition 1.1 (Interpretation and
definitions). The Authority may decide to assign more than one delivery status
to any output.

Part C: PCD Reporting Requirements and Methodology Document

9.3.9  The licensee must comply with the PCD Reporting Requirements and
Methodology Document when preparing a report required by Part B.

9.3.10 The Authority will issue and amend the PCD Reporting Requirements and
Methodology Document by direction.

9.3.11 The Authority will publish the PCD Reporting Requirements and Methodology
Document on the Authority's Website.

9.3.12 The PCD Reporting Requirements and Methodology Document will set out:

(a) how the licensee must prepare the reports required by Part B; and

(b) further guidance about, and worked examples of, the methodology the
Authority will use when deciding:

i.  whether to direct a value to reduce allowances for Price Control
Deliverables that have not been Fully Delivered; and

ii. the value to direct.

9.3.13 Before issuing the PCD Reporting Requirements and Methodology Document
by direction, the Authority will publish on the Authority's Website:

(a) the text of the proposed PCD Reporting Requirements and Methodology
Document;

(b) the date on which the Authority intends the PCD Reporting Requirements
and Methodology Document to come into effect; and

(c) a period during which representations may be made on the content of the
PCD Reporting Requirements and Methodology Document, which will ret
beless-than28-days—be up to 28 days unless the Authority determines that
a longer period is appropriate.



9.3.14 Before amending the PCD Reporting Requirements and Methodology Document
by direction, the Authority will publish on the Authority's Website:

(a) the text of the amended PCD Reporting Requirements and Methodology
Document;

(b) the date on which the Authority intends the amended PCD Reporting
Requirements and Methodology Document to come into effect;

(c) the reasons for the amendments to the PCD Reporting Requirements and
Methodology Document; and

(d) a period during which representations may be made on the amendments to
the PCD Reporting Requirements and Methodology Document, which will

notbelessthan28-daysbe up to 28 days unless the Authority determines
that a longer period is appropriate.

Special Condition 9.4 Re-opener Guidance and Application
Requirements Document

Introduction

9.4.1 Theis purpose of this condition requiresis to require the licensee to prepare
any applications for ReRre-openers in accordance with the Re-opener Guidance

and Application Requirements Document.

9.4.2  This condition also explains the process the Authority will follow in issuing and
amending the Re-opener Guidance and Application Requirements Document.

Part A: Requirement to comply with the Re-opener Guidance and Application
Requirements Document

9.4.3  The licensee must prepare any applications for ReRre-openers in accordance
with anythe applicable provisions of the Re-opener Guidance and Application
Requirements Document.

9-519.4.4 The Authority will issue and amend the Re-opener Guidance and
Application Requirements Document by direction.

9:529.4.5 The Authority will publish the Re-opener Guidance and Application
Requirements Document on the Authority's Website.

9.4.6  The Re-opener Guidance and Application Requirements Document:



(a) may provide guidance on the process to be followed by the licensee and the
Authority in relation to:

i. establishing a Rre-opener application pipeline log for prospective
applications;

ii. pre-application engagement between the licensee and the Authority;

iii. pre-acceptance screening of applications;

iv. a process for supplementary questions;

V. _aproportionate approach to using assessment tiers with differing

levels of scrutiny for individual applications; and

vi. how the Authority would instigate a Rre-opener; and
a3(b) will set out how the licensee must prepare its applications for
ReRre-openers, including the following:

i.  the ReRre-openers to which the document applies;

ii. thelevel of detail required in the application;

iii. any requirement to publish the application;_and
fbrwhen it is appropriate to make redactions in published applications;and

kiv. anyrequirementforassuranee.

9.5394.7 Before issuing the Re-opener Guidance and Application Requirements
Document by direction, the Authority will publish on the Authority's Website:

(a) the text of the proposed Re-opener Guidance and Application
Requirements Document;

(b) the date on which the Authority intends the Re-opener Guidance and
Application Requirements Document to come into effect; and

(c) a period during which representations may be made on the content of the
Re-opener Guidance and Application Requirements Document, which will

notbelessthan28-days-be up to 28 days unless the Authority determines
that a longer period is appropriate.

9.5:49.4.8 Before amending the Re-opener Guidance and Application Requirements
Document by direction, the Authority will publish on the Authority's Website:

(a) the text of the amended Re-opener Guidance and Application
Requirements Document;

(b) the date on which the Authority intends the amended Re-opener Guidance
and Application Requirements Document to come into effect;

(c) the reasons for the amendments to the Re-opener Guidance and
Application Requirements Document; and

(d) a period during which representations may be made on the amendments to
the Re-opener Guidance and Application Requirements Document, which

will retbelessthan28-daysbe up to 28 days unless the Authority
determines that a longer period is appropriate.



Special- Condition-9-6Special Condition 9.5 Digitalisation

Introduction
9:6-19.5.1 The purpose of this condition is to set out the licensee's obligations to:

(a) have a Digitalisation Strategy;

(b) have a Digitalisation Action Plan;

(c) update its Digitalisation Strategy and its Digitalisation Action Plan;
(d) comply with DSAP Guidance; and

(e) comply with Data Best Practice Guidance.

9:6-29.5.2 This condition also sets out the process that the Authority will follow
when issuing and amending DSAP Guidance and Data Best Practice Guidance.

Part A: Requirements of the Digitalisation Strategy

9.6:39.5.3 The licensee must publish its Digitalisation Strategy on, or before, 31
March 26222028.

9:6:49.5.4 __ The licensee must review the progress it has made against its
Digitalisation Strategy, and update its Digitalisation Strategy;atintervals

specified-in-the DSAP Guidanee- at least once every 2 years after 31 March

9.6.59.5.5 The licensee must:

(a) publish its Digitalisation Strategy, and updates to its Digitalisation Strategy,
on the licensee's website where they are readily accessible to the public;

(b) maintain an archive of all published versions of its Digitalisation Strategy
on the licensee's website where they are readily accessible to the public;
and

(c) notify the Authority of any updates to the Digitalisation Strategy.
Part B: Requirements of the Digitalisation Action Plan

9.6-69.5.6 The licensee must publish its Digitalisation Action Plan on, or before, 30
June 20212026.

9:6-79.5.7 The licensee must review the progress it has made against and update its

Digitalisation Action Plan at the-intervals-speecified-inthe DSAP-Guidanee]east
once every 6 months after 30 June 2026.

9.6-:89.5.8 The licensee must:

(a) publish its Digitalisation Action Plan, and updates to its Digitalisation
Action Plan, on the licensee's website where they are readily accessible to
the public;

(b) maintain an archive of all published versions of its Digitalisation Action
Plan on the licensee's website where they are readily accessible to the
public; and



(c) notify the Authority of any updates to the Digitalisation Action Plan.
Part C: DSAP Guidance-
9.6:99.5.9 The licensee must comply with the DSAP Guidance when:

(a) preparing and updating its Digitalisation Strategy; and
(b) preparing and updating its Digitalisation Action Plan.

9:6:109.5.10 The Authority will issue and amend the DSAP Guidance by direction.
9:6-119.5.11 The Authority will publish the DSAP Guidance on the Authority's Website.

9.6:129.5.12 The DSAP Guidance will make provision about:

(a) how _the licensee should work towards Digitalisation;

(b) how the licensee should set out in its Digitalisation Strategy and
Digitalisation Action Plan how it intends to use Energy System Data to
generate benefits for consumers and stakeholders and the specific actions
it will take to achieve that outcome;

(c) the form_and content of the Digitalisation Strategy and the Digitalisation
Action Plan, including:

i.  the structure, content and level of detail of each;
ii. the types of activities that should be covered in each;-ard
iii. any required information associated with those activities; and

(d) the engagement the licensee is required to undertake with stakeholders to
help inform the development of its Digitalisation Strategy and its
Digitalisation Action Plan.

Part D: Requirement to employ data best practice

9:6:139.5.13 The licensee must, when conducting work that involves working with or
making decisions about the use of Energy System Data, must-use its best
endeavours to act in accordance with Data Best Practice Guidance.

9:6-149.5.14 The Authority will issue and amend Data Best Practice Guidance by
direction.

9:6-159.5.15 The Authority will publish Data Best Practice Guidance on the Authority's
Website.

9:6-169.5.16 Data Best Practice Guidance will make provision about how the Authority
expects the licensee to comply with data best practice to generate benefits for
consumers and stakeholders, including but not limited to ensuring services that
involve Energy System Data are designed to meet the needs of consumers and
those who directly use the services.

Part E: Process for issuing and amending guidance

9:6-179.5.17 Before issuing DSAP Guidance or Data Best Practice Guidance by
direction, the Authority will publish on the Authority's Website:




(a) the text of the proposed guidance;

(b) the date on which the Authority intends the guidance to come into effect;
and

(c) a period during which representations may be made on the content of the

guidance, which will retbelessthan28-days-be up to 28 days unless the
Authority determines that a longer period is appropriate.

9:6-189.5.18 Before amending DSAP Guidance or Data Best Practice Guidance by
direction, the Authority will publish on the Authority's Website:

(a) the text of the amended guidance;

(b) the date on which the Authority intends the amended guidance to come
into effect;

(c) the reasons for the amendments to the guidance; and

(d) a period during which representations may be made on the amendments to

the guidance, which will ret-belessthan28-daysbe up to 28 days unless
the Authority determines that a longer period is appropriate.

Special- Condition-9-7Special Condition 9.6 Disapplication of

Relevant Special Conditions-and-Relevant Metering-Special
Condition

Introduction

9-719.6.1 __ The purpose of this condition is to enable the licensee to make a formal
request for the disapplication of the Relevant Special Conditions erRelevant

Metering Speeial- Condition-(in whole or in part) and for such provisions to be

disapplied following a request in the circumstances specified.
Part A: Procedure for making a Disapplication Request

9.7.29.6.2 The licensee may submit a Disapplication Request in writing to the
Authority.

9.739.6.3____ A Disapplication Request must:

(a) specify to which of the Relevant Special Conditions erRelevantMetering
Special-Condition-(or any part or parts of them) the request relates-te;;

(b) provide a full statement of the licensee’s reasons for making the request;

(c) contain such other information or analysis as the licensee considers
sufficient to enable the Authority to fully assess the Disapplication
Request;

(d) state the Disapplication Date that the licensee proposes (which must not be
earlier than the appropriate date thatis mentioned in Part €B); and

(e) specify the Distribution Network (or any part or parts of it) to which the
request relates.

9.7:49.6.4 A Disapplication Request may enly-be submitted only in respect of a
specified geographical area.



9-759.6.5 The Authority may, during the period of 28 days beginning with the date
of receipt of a Disapplication Request, give notice to the licensee;:

(a) specifying further information or analysis that the Authority reasonably
considers is required in order to fully assess the Disapplication Request;
and

(b) requesting the licensee to provide that information or analysis.
9:-7:69.6.6 The licensee may withdraw a Disapplication Request at any time.
Part B: Date from which a disapplication may take effect

9.779.6.7 The Disapplication Date specified in a Disapplication Request must be
after the period of 18 months beginning with the date of the submission of the
Disapplication Request, unless the Authority consents in writing to an earlier
date.

9-789.6.8 _If paragraph 9.6.5 applies, a Disapplication Request will be treated as
submitted when that further information or analysis is received by the
Authority and, if in consequence the Disapplication Date set out in the
Disapplication Request no longer complies with paragraph 9.6.7, the
Disapplication Date will be treated as being the earliest date that would comply
with that paragraph.

Part C: Licensee’s right to terminate under a Disapplication Request

9-799.6.9 If the licensee has submitted to the Authority a Disapplication Request
that complies with the requirements of Parts A and B-efthis-eendition, it may
subsequently give the Authority a Disapplication Notice:

(a) in the eireumstaneecircumstances described in Part D; or
(b) in the eireumstaneecircumstances described in Part E.
9:-7109.6.10 In either case the Disapplication Notice may not take effect before the

Disapplication Date or such earlier date to which the Authority may have
consented to under Part B.

Part D: Termination without involvement of the Competition and Markets
Authority

9.7119.6.11 The eirewmstancecircumstances referred to in paragraph 9.6.9(a) isare
that by the beginning of the period of six months ending with the
Disapplication Date, the Authority has not in response to the Disapplication
Request published a decision under section 23(7) of the Act to modify:

(a) the Relevant Special Conditions erRelevantMetering-Special Condition-(or

any part or parts of them) to which the Disapplication Request applies; or

(b) this condition so as to remove the licensee’s right to give the Authority a
Disapplication Notice in respect of the relevant Disapplication Request.



Part E: Termination after involvement of the Competition and Markets
Authority

9:-7129.6.12 The eirenmstaneecircumstances referred to in paragraph 9.6.9(b) isare
that the Authority has published a decision as described in paragraph 9.6.11(a)
or 9.6.11(b) and:

(a) the licensee has exercised its right to appeal to the Competition and
Markets Authority against that decision of the Authority as provided for by
section 23B of the Act;

(b) the Competition and Markets Authority, acting under section 23E of the
Act, has, in respect of the provision to which the Disapplication Notice
relates:

i.  quashed the Authority’s decision, and

ii. neither remitted the matter back to the Authority under section

23E(2)(b) or s23E(3)(b)of the Act nor substituted its own decision for
that of the AutherityAuthority’s under section 23E(2)(c) of the Act; and

(c) no more than 30 days have elapsed since the date on which the
Competition and Markets Authority quashed the decision in the
circumstances described in paragraph 9.6.14112(b}abeve:)(i).

Special- Condition-9-8Special Condition 9.7 Directly Remunerated
Services

Introduction

9:819.7.1 The purpose of this condition is to set out the basis on which services
provided by the licensee will be treated as Directly Remunerated Services
under the special conditions of this licence.

9.8.29.7.2 The effect of this condition is that revenue derived by the licensee from
the provision of Directly Remunerated Services is excluded from the calculation
of Calculated Revenue.

9:8:39.7.3 This condition also explains the process that the Authority will follow
when directing that services provided by the licensee should be treated, or
should not be treated, as Directly Remunerated ServieeServices.

Part A: Licensee's obligation to exclude Directly Remunerated Services

9.8:49.7.4 The licensee must exclude revenue derived from Directly Remunerated
Services from Calculated Revenue.

9.8.59.7.5 Directly Remunerated Services are:

(a) services that comply with the general principle set out in Part B; or

(b) the services listed in Part C to the extent that they comply with the general
principle in Part B; or



(c) services that the Authority directs are to be treated as Directly
Remunerated Services to the extent that such direction will comply with
the general principle in Part B.

9:8-69.7.6 Services are not to be treated as Directly Remunerated Services if the
Authority so directs to the extent that such direction will comply with the
general principle in Part B.

Part B: Statement of general principle

9:8-79.7.7 ___The general principle is that a service provided by the licensee as part of
its Licensed Activity is to be treated as a Directly Remunerated Service if and to
the extent that the service is not already remunerated under any of the charges
listed in paragraph 9.7.8.

9.:8:8—The charges referred to in paragraph 9.7.7 are :
fa}Network Charges;and

9:8.99.7.8 charges-arisingfromany-activity-earried-out under-the provisions-of

Part C: Categories of Directly Remunerated Service

9.8109.7.9 The descriptions of categories of Directly Remunerated Services set out at
paragraph 9.7.10 are to be read and given effect subject to any further
explanation or elaboration of any of those descriptions that might be set out in
the RIGs.

9-81419.7.10 Directly Remunerated Services include the following services:

(a) DRS1. Connection services: This category consists of the carrying out of
entry and exit connection works (including any necessary reinforcement
works or diversionary works) to install, operate, repair, or maintain gas
pipes, plant, meters or other equipment necessary to provide any new
connection or modify any existing connection to the pipeline system to
which this licence relates, (but only to the extent that the service is not
already remunerated under one of the charges set out at paragraph 9.7.8).

(b) DRS2. Diversionary works under an obligation: This category consists of
the relocating of any gas pipes or plant (including the carrying out of any
associated works) pursuant to any statutory obligation other than one
imposed on the licensee under section 9 (Powers and duties of gas
transporters) of the Act.

(c) DRS3. Works required by any alteration of premises: This category consists
of the moving of any gas pipes or plant that forms part of the pipeline
system to accommodate the extension, redesign, or redevelopment of any
premises on which the asset in question is located or to which it is
connected.

(d) DRS4. Telecommunications and information technology infrastructure
services: (Not applicable)



(e) DRS5. Outage Changes: (Not applicable)

(f) DRS6. Emergency Services: This category consists of the provision of
emergency services under contracts entered into pursuant to the
provisions of Standard Special Condition A41 (Emergency Services to or on
Behalf of Another Gas Transporter).

(g) DRS7. PARCA Activities: (Not applicable)

(h) DRS8. Independent System operation: This category consists of the
operation of Independent Systems, as provided for by Special Condition 6.2
(Gas conveyed to Independent Systems), of the licence applicable to the
NTS Operator, on behalf of the NTS Operator.

(i) DRS9. Value Added Services: (Not applicable)NetwerkInnoevationFunding:

Paymentsmade by-the NTS-Operator-to-the licensee-inrespectof NIC

9.812—DRS10.
9:813—DBRSH1-Top-up, standby, and enhanced system security: (Not applicable)
(i) BRS12
=23 (Kk) DRS11. Revenue protection services: (Not applicable)
B PRS13DRS12. Metering Services: (Not applicable)
fe3(m) DRS14DRS13. Smart Meter Roll-out rechargeable services: (Not
applicable)

f3(n) PRS15DRS14. Miscellaneous: This category consists of the
provision of any other service (including the provision of gas pipes or
plant) that:
i.  is for the specific benefit of any third party who requests it;
ii. isnotmade available by the licensee as a normal part of its Licensed
Activities.

Part D: Procedure for issuing directions

9:8149.7.11 Before issuing a direction under Part A the Authority will eensiderhave
regard to the general principle in Part B.

9:81459.7.12 Any direction that the Authority issues under Part A will set out the date
on which the licensee must start or cease treating services as Directly
Remunerated Services.

9.7.13 Before issuing a direction under Part A, the Authority will publish on the
Authority’s website:

(a) The text of the proposed direction;
(b) the reasons why it proposes to issue the direction; and

(c) a period during which representations may be made on the proposed
direction, which will be up to 28 days unless the Authority determines that
a longer period is appropriate.



Special- Condition-9-9Special Condition 9.8 Tax Reconciliation
assurance statement

Introduction

9919.8.1 This condition requires the licensee to serdsubmit to the Authority an
annual Tax Reconciliation assurance statement inrelation-to-the Tax

Reconciliation-template-and sets out the form of that statement.

Part A: Assurance Statement

9.9.29.8.2 _ The licensee must by 30 September of each Regulatory Year starting-en-or
after 01-April 2023, sendsubmit to the Authority ana Tax Reconciliation

assurance statement; relating to Regulatory Year t-2 that:

(a) has been approved by-a resolution of the licensee’s board of directors;
(b) is signed by a director of the licensee pursuant to the resolution in sub-
paragraph (a); and,

(c) is set out in the form prescribed in paragraph 9.8.3 or, where paragraph
9.8.4 applies, in the form prescribed in paragraph 9.8.5.

9939.8.3 The prescribed form for the Tax Reconciliation assurance statement is as
follows:

"In accordance with the requirements of paragraph 9.8.2 of Special Condition
9.8 (Tax Reconciliation assurance statement), the directors of Hicensee}
fCadent ("the licensee”) hereby certify that for the Regulatory Year
[Regulatory Year t-2}-]:

In their opinion:

(a) .the values reported in the Tax Reconciliation template-have not resulted
in a material, unexplained variance in the reconciliation of the licensee’s
Actual Corporation Tax Liability (as shown in the licensee’s Company Tax
Return (CT6003})) to the calculated Tax Allowance:;

(b) the Tax Reconciliation will, by 30 September [Regulatory Year t], be
submitted to the Authority along with a copy of the following documents:
i.  thelicensee's most recent CT600 as submitted to His Majesty's
Revenue and Customs; for the Regulatory Year [Regulatory Year t-2];

ii. thelicensee’s most recently submitted Senior Accounting Officer

{SAO2)-certificate asper{b};and(SA02), which covers the Regulatory
Year [Regulatory Year t-2];

iii. the licensee’s previously published Tax Strategy; which the Regulatory
Year [Regulatory Year t-2]; and

iv. _any notifications of uncertain tax treatments relating to the corporation
tax affairs of the licensee arising under Schedule 17 Finance Act 2022
which cover the Regulatory Year [Regulatory Year t-2].



(c) where appropriate, further information has alse-been provided to support
and explain reconciling items in accordance with the RII0-23 Regulatory
Financial Performance Reporting RIGS:;

(d) all adjustments made have been appropriately explained in the Tax
Reconciliation supporting commentary; and

(e) reconciling differences have been appropriately explained and any
remaining, unexplained differences are considered immaterial, in
aggregate."

9.9.49.8.4 Where the licensee anticipates a material, unexplained variance to arise in
the Tax Reconciliation as described in Chapter 6 of the GB2GD3 Price Control
Financial Handbook, the prescribed form for the_ Tax Reconciliation assurance

statement is set out in paragraph 9.8.5.

9.9.59.8.5 Where this paragraph applies, the prescribed form ferof the_ Tax
Reconciliation assurance statement is as follows:

"In accordance with the requirements of paragraph 9.8.2 of Special Condition
9.8 (Tax Reconciliation assurance statement), the Directors of Hicensee}
fCadent ("the licensee”) hereby certify that for the Regulatory Year
[Regulatory Year t-2}-:

In their opinions:

(a) .the values reported in the Tax Reconciliation-template have resulted in a
material, unexplained variance in the reconciliation of the licensee’s Actual
Corporation Tax Liability as shown in the Company Tax Return (CT600) to
the Calculated Tax Allowances;

(b) the Tax Reconciliation has-beenwill, by 30 September [Regulatory Year t],

be submitted to Ofgemthe Authority along with a copy of the following
documents:

i.  thelicensee's most recent CT600 as submitted to His Majesty's
Revenue and Customs; for the Regulatory Year [Regulatory Year t-2];

ii. thelicensee’s most recently submitted Senior Accounting Officer

{SAO2)-certificate asper{b}s-and;(SAO2), which covers the Regulatory
Year [Regulatory Year t-2];

iii. the licensee’s previously published Tax Strategy; which covers the
Regulatory Year [Regulatory Year t-2]; and
iv. _any notifications of uncertain tax treatments relating to the corporation

tax affairs of the licensee arising under Schedule 17 Finance Act 2022
which cover the Regulatory Year [Regulatory Year t-2].
(c) where appropriate, further information has alse-been provided to support
and explain reconciling items in accordance with the RII0-23 Regulatory
Financial Performance Reporting RIGs;

(d) alLadjustments made have been appropriately explained in the Tax
Reconciliation supporting commentary, however there remain
unexplained differences, which are considered material; and



(e) a notification has been madegiven in writing to the Authority under
Chapter 6 of the 6GB2GD3 Price Control Financial Handbook:".”

Special- Condition-9-10Special Condition 9.9 Allocation of revenues
and costs for calculations under the price control in respect of the

Distribution Network

Introduction

9:106-19.9.1 This condition sets out how the licensee must allocate revenues and costs
for the purposes of calculating its Allowed Revenue in respect of each relevant
Distribution Network in accordance with the provisions set out in Special
Condition 2.1 (Revenue restriction).

910:29.9.2 The condition also requires the licensee to:

(a) have in place a methods statement that sets out the methods that the
licensee will use in the allocation and attribution of revenues and costs;
and

(b) prepare and send to the Authority a methods report, which describes the
manner in which, and the extent to which the licensee has complied with
the provisions of the methods statement.

Part A: General principles of allocation and attribution

9:10:39.9.3  Unless the Authority otherwise directs, any allocation or attribution of
revenues, costs, assets, and liabilities performed by the licensee in order to
calculate any of the values referred to in the Allowed Revenue in Special
Condition 2.1 must conform to the principles set out in paragraphs 9.9.4, 9.9.5,
and 9.9.6.

9-10-49.9.4  Principle 1 is that the licensee must, so far as is reasonably practicable,
allocate or attribute revenues, costs, assets, and liabilities in accordance with
the activities which cause the revenues to be earned, the costs to be incurred,
the assets to be acquired, or the liabilities to be incurred.

916-59.9.5  Principle 2 is that the licensee must perform its allocations and
attributions on an objective basis and in a manner calculated not to unduly
benefit itself or any other licensee or entity, affiliated or otherwise.

910-69.9.6 _ Principle 3 is that, wherever practicable, the licensee must perform all
allocations and attributions on a consistent basis from one Regulatory Year to
the next.

Part B: Allocation and attribution as between principal activities

910.79.9.7 To the extent relevant to its activities, the licensee must in so far as is
reasonably practicable allocate or attribute all revenues earned and costs
incurred by the Transportation Business to the following activities:

(a) the Licensed Activity;



(b) the Liquefied Natural Gas Import Or Export Facility activity; and

(c) any Directly Remunerated Services.
Part C: Statement of the methods to be used by the licensee

9-10:89.9.8  Unless the Authority otherwise directs, the licensee must, by no later than
31 July in each Regulatory Year, prepare and send to the Authority a statement
in a form approved by the Authority that sets out the methods that the licensee
intends to use in the allocation and attribution of revenues and costs.

9-10:99.9.9 The methods statement must, as a minimum, clearly distinguish between
the allocation or attribution of revenues, costs, assets, and liabilities to each of
the activities specified in Part B.

9:-16-109.9.10 Where the basis of such allocations or attributions has changed from one
Regulatory Year to the next, the methods statement must also indicate and
explain how and why that basis has been changed.

9-10-119.9.11 The licensee must use reasonable endeavours to comply with the
methods statement for the time being in force under this condition.

Part D: Direction to re-allocate and re-attribute

9:-10-129.9.12 The licensee must re-allocate revenues earned by the licensee or re-
attribute costs incurred by the licensee to the activities specified in Part B in
accordance with any direction made by the Authority following receipt of the
methods statement, so that the licensee’s allocations or attributions (as the
case may be) comply with the principles set out in Part A.

Part E: Preparation and submission of the methods report

9:-10-139.9.13 Unless the Authority otherwise consents, the licensee must, by no later
than four months after the end of each Regulatory Year, prepare and send to
the Authority a methods report that:

(a) describes the manner in which and the extent to which the licensee
complied with the provisions of the methods statement and any direction
made by the Authority under Part D in respect of that year; and

(b) states whether any modification should be made to the methods statement
to reflect more closely the practice of the licensee.

9:10-149.9.14 The methods report must be accompanied by a report from an
Appropriate Auditor that:

(a) sets out the procedures (which must have been approved by the Authority)
that the Appropriate Auditor has carried out for the purposes of
demonstrating the extent to which the licensee has properly prepared the
methods report in accordance with the methods statement and any
direction made under Part D; and

(b) gives an opinion as to the extent to which the licensee has properly
prepared the methods report.



9-10-159.9.15 To the extent that the licensee earns revenues or incurs costs in the
undertaking of De Minimis Business under Standard Special Condition A36
(Restriction on Activity and Financial Ring-Fencing), the licensee must report
on those revenues and costs in accordance with this condition.

;
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Special- Condition-9-14Special Condition 9.11 -The strategic
innovation fund (SIF)

Introduction

9-14-19.11.1 The purpose of this condition is to establish arrangements for the SIF and
to provide for the calculation of the term SIFt.

9:14-29.11.2 The effect of this condition is to provide funding for Eligible SIF Projects
by means of payments received from the NTS Operator (as adjusted, where
appropriate, by the SIF Funding Return Mechanism) in accordance with the
determination process in Part A.

9-14.39.11.3 This condition also makes provision for arrangements relating to the
regulation, administration, and governance of the SIF.

Part A: Part A-—Determination of the value of the SIFt term

914-49.11.4 The SIFt term is the net amount of SIF Funding less any SIF Funding
Return for the Regulatory Year that is to be paid to the licensee by the NTS
Operator, or vice versa, in accordance with the direction issued for that
purpose by the Authority under Part A of Special Condition 5.7 (The strategic
innovation fund) in the licence held by the NTS Operator.

9-14.59.11.5 In each Regulatory Year, in accordance with the SIF Governance
Document and appropriate provisions of the NTS Operator’s licence, the
Authority will calculate and then, by direction given to the licensee, specify:

(a) the value of the SIFt term;

(b) how the amount of that term has been calculated, taking account of any SIF
Funding Return; and

(c) the manner in which and the timescale over which the NTS Operator is
required to transfer that amount to the licensee or vice versa.

Part B: Part B:-The SIF Funding Return Mechanism

914-69.11.6 The Authority may direct how SIF Returned Project Revenues should be
paid to customers through the SIF Funding Return Mechanism, or where the
Authority considers it to be appropriate, how they should be retained by the
licensee.

914.79.11.7 In each Regulatory Year, in accordance with the appropriate provisions of
the SIF Governance Document, the Authority will calculate and then, by
direction given to the licensee specify:

(a) the amount of any SIF Funding Return that the licensee must pay to the
NTS Operator; and

(b) the manner in which and the timescale over which that amount is to be
paid.



914-89.11.8 The licensee must comply with any direction that is issued by the
Authority under paragraph 9.4311.7.

Part C: Part C:—The SIF Governance Document

9-14.99.11.9 The licensee must comply with the SIF Governance Document.

914-109.11.10 The Authority will issue and amend the SIF Governance Document
by direction.

914-419.11.11 The Authority will publish the SIF Governance Document on the
Authority’s Website.

914.429.11.12 The SIF Governance Document will make provision about the
regulation, governance and administration of the SIF, including but not limited
to:

(a) @——the eligibility criteria to be applied by, and information to be
provided to, the Authority in relation to the assessment and approval of
proposed SIF projects;

(b) fb}———the evaluation criteria against which the funding of such proposed
SIF projects will be assessed and approved;

(c) €e)———the process and procedures that will be in place for the
assessment, approval, and financing of Eligible SIF Projects, including the
SIF Funding Mechanism and SIF Funding Return Mechanism;

(d) fd)——arrangements to ensure that relevant matters the licensee learned
from the implementation of Eligible SIF Projects can be captured and
disseminated by the licensee to other Gas Transporter Licensees and the
ISOP;

(e) fe}———the nature of the reporting obligations in respect of such Eligible
SIF Projects, which may include reporting in respect of the funding and the
completion of such projects, as well as reporting on compliance with this
condition and the provisions of the SIF Governance Document; and

(f) 9———arrangements relating to the treatment of intellectual property
rights including SIF Returned Royalty Income in respect of Eligible SIF
Projects.

Part D: Part B:—Procedure for issuing and revising the SIF Governance
Document

9141439.11.13 Before directing that the SIF Governance Document comes into
effect the Authority will publish on the Authority's Website:

(a) the text of the proposed SIF Governance Document;

(b) the date that the Authority intends the SIF Governance Document to come
into effect; and

(c) the time within which representations may be made on the content of the

SIF Governance Document, which will retbelessthan28-daysbe up to 28
days unless the Authority determines that a longer period is appropriate.



914149.11.14 Before directing an amendment to the SIF Governance Document,
the Authority will publish on the Authority’s Website:

(a) the text of the amended SIF Governance Document;

(b) the date on which the Authority intends the amended SIF Governance
Document to come into effect;

(c) the reasons for the amendment to the SIF Governance Document; and

(d) a period during which representations may be made on the amendment to

the SIF Governance Document, which will retbelessthan28-days-be up to
28 days unless the Authority determines that a longer period is
appropriate.

914-159.11.15 Where this special condition provides for the Authority to issue or
amend a document by direction, the steps required to achieve this may be
satisfied by action taken before or after this licence condition comes into effect.
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9.11.16 The SIF replaced the NIC which ran during the RIIO-ET1 price control period to
fund innovative low carbon or environmental projects. Although the NIC no
longer runs for the licensee from 1 April 2021, the licensee must, in respect of
any legacy NIC projects, comply with the NIC Governance Document which
makes provisions about matters relating to the governance of the NIC including
reporting obligations, arrangements to ensure project learning dissemination
and arrangements relating to the treatment of intellectual property rights.

Special Condition 9.12 Shrinkage And Leakage Model Maintenance
Part A: Maintenan f the Shrink And Leak M |

9.12.1 The licensee, together with all other DN Operators, must have in place a
Shrinkage And Leakage Model approved by the Authority.

9.12.2 Thelicensee must have in place a methodology to apply the Shrinkage And
Leakage Model in a way that is consistent with all other DN Operators, such
that the resulting Shrinkage and Leakage volumes are comparable.

9.12.3 The Shrinkage And Leakage Model and the licensee’s methodology must be
designed to facilitate the accurate calculation and reporting of Shrinkage and
Leakage.

9.12.4 Thelicensee must, by 31 July in each Regulatory Year, make publicly available
and provide to the Authority a report that sets out:

(a) Actual Leakage Volumes; and

(b) Actual Shrinkage Volumes as calculated in accordance with the Shrinkage
And Leakage Model for each Distribution Network for the preceding
Regulatory Year.



9.12.5 Subiject to the provision of at least 28 days’ notice by the Authority, the licensee
must allow the Authority, or a duly authorised representative of the Authority,
such access to the licensee’s staff, records and facilities as the Authority may

reasonably require, for the purpose of establishing to the Authority’s
reasonable satisfaction that:

(a) the Shrinkage And Leakage Model complies with the requirements of this
condition; and

b) the licensee is complying with its methodology for the Shrinkage And
Leakage Model.

9.12.6 The licensee must not make any modification to the Shrinkage And Leakage
Model except where it is directed to do so by the Authority under Part B.

9.12.7 The licensee must not make modifications to its methodology for the Shrinkage
And Leakage model where the changes would have a material impact on the

calculation of Shrinkage volumes under the Shrinkage And Leakage Model,
except where it is directed to do so by the Authority under Part B.
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9.12.8 The licensee must keep the Shrinkage And Leakage Model under review, and

propose such revisions to it as may be appropriate in order to ensure that it
maintains or improves the accuracy of its calculation of Shrinkage and Leakage.

9.12.9 The licensee, together with other DN Operators, must annually review their

respective methodologies for the Shrinkage And Leakage Model to verify the
comparability of the Shrinkage and Leakage volumes produced by each DN
Operator.

9.12.10 The licensee must, together with the other DN Operators, submit a report to the
Authority on or before 31 March in each Regulatory Year, which must include:

(a) details of how they have complied with paragraphs 9.12.8 and 9.12.9; and

(b) any representations relating to the workings of the Shrinkage And Leakage
Model that have been submitted by Gas Shippers and other interested
parties.

9.12.11 Before proposing any revisions to the Shrinkage And Leakage Model or its
methodology, the licensee must:

(a) consult other DN Operators, Gas Shippers and other interested parties for
their views on whether the proposed revisions would better achieve the
objective set out in paragraph 9.12.3;

(b) allow them a period of no less than 28 days in which to make
representations;

(c) together with other DN Operators, consider whether the proposed revision
requires review by an independent expert, and if so, appoint such an
expert to provide a report setting out their opinion on the extent to which




the proposed revisions to the Shrinkage And Leakage Model would better
achieve the objective set out in paragraph 9.12.3; and

(d) during the period of 28 days beginning with the date of the close of that
consultation, make publicly available and submit to the Authority a report
in accordance with paragraph 9.12.12.

9.12.12 The report must set out:

(a) the revisions proposed, including the original form of those revisions if
they changed as a result of the consultation under paragraph 9.12.11;
(b) any impact on RIIO-GD3 Outputs and Mechanisms;

(c) the non-confidential representations (if any) that were made to the
licensee by other DN Operators, Gas Shippers or other interested parties
and not withdrawn;

d) either:
i. acopyofthe independent expert’s report required by paragraph

9.12.11(c); or

ii. an explanation of why the DN Operators did not consider it appropriate
to appoint an independent expert;

(e) an explanation of how the proposed modifications would better achieve
the objective set out in paragraph 9.12.3; and

(f) a timetable for implementing the proposed modifications, including the
proposed date that they would take effect.

9.12.13 Ifrequested by another person, the licensee must provide all the non-
confidential information reasonably required to enable that person to propose

a change to the Shrinkage And Leakage Model, even if the licensee does not
agree that the modification better meets the objective set out in paragraph

9.12.3.

9.12.14 The Authority will:

(a) approve the revisions proposed by the licensee;
(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions that it considers should be made.

Part C: Review requirements in respect of modifications

9.12.15 Except where the Authority otherwise consents, the licensee must, together

with other DN Operators, and before the end of the period of 12 months
beginning with the date of implementation of a modification to the Shrinkage
And Leakage Model, appoint an independent expert to review and report on
that implementation.

9.12.16 The licensee must, together with other DN Operators, ensure that the
independent expert’s report prepared under paragraph 9.12.15 is made
publicly available, and that a copy of that report is sent to the Authority.




Special Condition 9.13 Implementation of the Digital Platform for
Leakage Analytics (DPLA) [Cadent]

Intr i
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9.13.1 The purpose of this condition is to set out the requirements on the licensee in
respect of its implementation of the Digital Platform for Leakage Analytics
(DPLA).

9.13.2 This condition also sets out the process that the Authority will follow when
assessing the outputs specified in Appendix 1, before issuing a direction.

Part A: What the licen m liver

9.13.3 The licensee must deliver the specified outputs on or before the dates in
accordance with Appendix 1.

Part B: The Authority’s assessment process

9.13.4 The Authority will assess the Cost-Benefit Analysis and DPLA working group

recommendation submitted by the licensee in accordance with Appendix 1, and
the Authority will direct the licensee to either:

(a) implement a Full Rollout of the DPLA; or

(b) implement a Partial Rollout of the DPLA.

9.13.5 The licensee must comply with any direction that is issued by the Authority
under paragraph 9.13.4.

Appendix 1

Step

Qutputs

1

Delivery Dates

The licensee must create and maintain the DPLA working
oroup in compliance with the DPLA working group terms

of reference.

1 iHuly 2026

(S

The licensee must submit to the Authority:

(a) the outcome of its Cost-Benefit Analysis:

(b) the licensee’s view on whether the Authority
should direct a Full Rollout or a Partial

Rollout, alongside the licensee’s rationale; and

(c) the DPLLA working group’s recommendation
on whether the Authority should direct a Full

Rollout or a Partial Rollout

1 April 2028

llw

The Authority will then direct the licensee to implement

either a Full Rollout or a Partial Rollout.

The licensee must comply with the Authority’s direction,
to either implement a:
(a) Full Rollout of the DPLA; or

1 December 2030




Outputs

Delivery Dates

(a) Partial Rollout of the DPLA
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