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Chapter 1: Interpretation and definitions

Special Condition 1.1 Interpretation and definitions

Introduction

1.1.1

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.

Interpretation

1.1.2

1.1.3

1.1.4

1.1.5

1.1.6

1.1.7

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 noted in those special conditions.

Any values derived by reference to the value of revenues accrued, received or
paid by or to the licensee shall 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.

Any reference in these special conditions to:

(a) a provision thereof;

(b) a provision of the standard conditions of electricity transmission licences;
(c) a provision of the standard conditions of electricity supply licences;

(d) a provision of the standard conditions of electricity distribution licences;
(e) a provision of the standard conditions of electricity generation licences;

(f) aprovision of the standard conditions of electricity interconnector licences;

(g) a provision of the conditions of the Electricity System Operator Licence;;

must, if these or the standard conditions in question come to be modified, be
construed, so far as the context permits as a reference to the corresponding
provision of these or the standard conditions in question as modified.

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



1.1.8

1.1.9

1.1.10

1.1.11

1.1.12

1.1.13

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 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 by
the Authority will be given or made in writing.

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 2024--2026.

Any monetary values in these special conditions are in sterling in a
20148/192023 /24 price base unless otherwise indicated.

The price base for each PCFM Variable Value is denoted in the EF2ET3 Price
Control Financial Model “IaputLicenseeSelectinput”’ sheet. Where a PCFM
Variable Value is listed as a "£m nominal" value, the EF2ET3 Price Control
Financial Model will convert these values-tasing in accordance with Part F of
Special Condition 2.1 (Revenue restriction), so that the component terms of
Calculated Revenue are in a 2048/192023 /24 price base.

Definitions

1.1.14

1.1.15

1.1.16

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

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.

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

(a) another condition of this licence;

(b) the EF2ET3 Price Control Financial Instruments;
(c) the RIGs;

(d) an Associated Document; or

(e) the CUSC,

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



Agreementdx4

Acecess Reform

ChangeAccelerated

Strategic
Transmission

Investment
Guidance and
Submissions
Reguirements
Document

the Act

Actual Corporation
Tax Liability

Actual Totex

Advanced
Procurement
Mechanism (APM)

meansatormabagreementbebween-the licenseeanda
. in the £ £l |
i Ny he i | whatislegall rad
wayleaves.means a four wheel drive vehicle with a gross
vehicle weight of no less than 3,200kg.

means the ehanges-to-industry-codes-document of that are
made-to-implementname issued by the Authority in
accordance with Special Condition 3.21eutcome-ofthe
Autherity's-aeeess (ASTI Re-opener and eha%gmg—nte@%m
significant code reviewlaunched-in December2018-Pr
Control Deliverable).

means the Electricity Act 1989.

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

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

is derived in accordance with the RIGs-Chapter 3 ofthe ET3
PriceC g | Handbook.

means the regulatory funding mechanism established by Error!
Reference source not found. (Advanced Procurement

Mechanism) which is designed to facilitate licensees’ early

Affiliate

Allowed Revenue

Allowed Security
Costs

engagement with the supply chain to mitigate current and
future Supply Chain Constraints which would otherwise

threaten delay to infrastructure projects on the electricity
transmission network.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

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 2.1Special-Condition2-1 (Revenue

restriction).

means any cost allowed by the Authority (upon receipt of such
information, including a certificate from the auditors, as the
Authority may request) as being a cost which is directly
attributable to any action taken or omitted to be taken by the
licensee in its capacity as holder of the license for the purpose of
complying with directions issued by the Secretary of State
under section 34(4) of the Act.



Annual Iteration
Process

Annual
Environmental
Report

APM Allowance
(APMy)

APM Cap (APMCt

APM Cost Category

has the meaning given to that term in the annex”PCFM
Guidance” to the RIGs.

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

means the allowance Advanced Procurement Mechanism
Alewanee; established by Part A of Error! Reference source

not found. (Advanced Procurement Mechanism (APM)
Allowance and APM Re-opener (APM¢)).

means the cap on the APM Allowance established by the

Authority and specified in Appendix 1 of Error! Reference
source not found. Appendix1 (Advanced Procurement

Mechanism (APM) Allowance and APM Re-opener (APMt)).

means an expenditure category that the Authority has deemed

APM Disallowances

eligible for the licensee to use its APM aAllowance against as set
out in the APM Governance Document.

means APM Expenditure that has been determined as ineligible

(APMD+)

Annuallteration
ProcessAPM

Expenditure
(APMSy)

APM Governance

Document

APM Recovered

in accordance with Part [ of Error! Reference source not

found. Part] (Advanced Procurement Mechanism (APM)
Allowance and APM Re-opener (APMy)).

Einaneial Handboeok-means the amount that the licensee has
spent for the purpose of booking supply chain capacity for the

procurement of Equipment or Related Services in relation to an
APM Cost Category, and which the licensee has reported or

intends to report as APMS: through the RRPs Regulatory
Reporting Packs.

means the document issued by the Authority in accordance with
Part K] of Error! Reference source not found. (Advanced

Procurement Mechanism (APM) Allowance and APM Re-opener
APM

means the allowances initially incurred and reported as APMS:

Expenditure
(APMRy)

that have been added to Allowed Revenue through other special
conditions of this licence. In any given Regulatory Year, APMR:
for all Regulatory Years to date cannot be larger than APMS: for
all Regulatory Years to date.



AONBAPM Register

APM Re-opener

Appropriate
Auditor

Appropriate Time

Appropriately
Qualified

Independent
Examiner

Wa%et—%@@&means a hcensee sgeaﬁc document held and

updated by the Authority based on information provided by the
licensee in relation to its use of APM Allowances, and which is

shared only with the relevant licensee and will otherwise be
kept confidential.

means any of the ¥Re-openers established by Part B, Part C, Part
D and Part E of Error! Reference source not found. (Advanced

Procurement Mechanism (APM) Allowance and APM Re-opener
APM

means:

(a) in the case of a licensee which is a company within the
meaning of section 1 of the Companies Act 2006, a person
appointed as auditor under Chapter 2 of Part 16 of that Act;

(b) in the case of any other licensee which is required by the law
of a country or territory within the European Economic Area to
appoint an auditor under provisions analogous to Chapter 2 of
Part 16 of the Companies Act 2006, a person so appointed; and

(c) in any other case, a person who is eligible for appointment as
a company auditor under sections 1212 and 1216 of the
Companies Act 2006.

means three months, or such shorter period as the Authority
may approve in respect of any person or class of persons.

means a gualified-tax-chartered accountant, chartered tax

adviser, or equivalent, from a_specialist corperationtax
funetion-efatep-tierfirm regulated by a relevant professional

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

Larming 1 | reinforced conductor.

Price-Contrel Deliverable}means primary or light current
equipment on the transmission system.




Asset Data 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.

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

Asset lan £] lines i . : .

Asset Management means the set of interrelated and interacting elements,

Systems 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.

Asset Risk means the estimated average expected impact of a Network
Asset with given characteristics (such as those referred to in the
definition of Asset Data) 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.

Associate means:
(a) an Affiliate or Related Undertaking of the licensee;
(b) an Ultimate Controller of the licensee;
(c) a Participating Owner of the licensee; and
(d) a Common Control Company.

Associated means a document issued and amended by the Authority by

Document 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.

ASTI means the assets constituting an investment in the
Transmission System, where the investment:

(a) meets the definition of LOTI;

as set out in Ehapter1Special Condition 1.1 of this licence as it
stoeedin force on 31 March 2026;

(b) has been identified by the ISOP as being needed to be
operational by 2030 to meet the UK Government’s ambition to
connect 50GW offshore wind generation; and



ASTI Confidential
Annex

ASTI Cost And
Output Adjusting
Event

ASTI ODI Penalty
Exemption Period

ASTI ODI Target
Date

ASTI ODI-F Delay
Event

ASTI Outputs

ASTI Pre-
Construction
Funding

ASTI Project
Assessment
Decision

(c) satisfies the Authority that there is clear evidence that the
expected consumer benefits of applying the accelerated delivery
framework to the project exceeds the expected consumer
detriment.

means the latest version of the confidential document
containing confidential / commercially sensitive information
related to the ASTI framework issued to the licensee by the
Authority.

means events outside of the licensees' reasonable control and
which the licensee could not have economically and efficiently
planned a contingency for which have a material impact on the
scope or cost of an ASTI Output.

means the number of days after the ASTI ODI Target Date for
which the Authority decides an ASTI output delivery incentive
penalty will not apply following an application under Part B of
Special Condition 4.97 (Accelerated strategic transmission
investment output delivery incentive).

means the date from which the licensee is not eligible for a
reward under the ASTI output delivery incentive as stated in
Appendix 1 of Special Condition 4.97 (Accelerated strategic
transmission investment output delivery incentive).

means an event that:

(a) causes, or is reasonably expected to cause, one or more ASTI
projects to be delayed by at least 30 days;

(b) is outside the licensee’s reasonable control; and

(c) is not attributable to any error or failure on the licensee’s
part.

means the outputs included in Appendices 1 and 2 to Special
Condition 3.4421 (Accelerated strategic transmission
investment Re-opener and Price Control Deliverable).

means the funding required to complete Pre-Construction
Works on an ASTI project.

means a document of that name setting out the Authority’s
decision on an application by the licensee under Part D of
Special Condition 3.4421 (Accelerated strategic transmission
investment Re-opener and Price Control Deliverable):



a) on the ASTI Output, delivery date and associated allowances
to be specified in Appendix 1 to Special Condition 3.4%;
21;

b) on any additional events that are to be considered ASTI Cost
And Output Adjusting Events for that ASTI; and

c) on the availability standard for the relevant ASTI Output to be
specified in Appendix 2 to Special Condition 3.4%

21 with any modifications to Special Condition 3.4421 being
made under section 11A of the Act.

the Authority has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

Authority's Website means www.ofgem.gov.uk.

. ] leulated 1 ith the |
. N IR };  this li 'EE 31 Mareh 2021
Baseline Allowed means the allowed expenditure associated with the Baseline

NARM Expenditure Network Risk Outputs as set out in Appendix 1 to Special
Condition 3.1 (Baseline Network Risk Outputs).

Baseline Network means the cumulative total of Network Risk Outputs for all
Risk Output items allocated to 'NARM Funding Category A1’ for a given Risk

Sub-CategoryRrisk Ssub-Ecategory in the licensee’s Network
Asset Risk Workbook.

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

BayAssets = meansswitchgearatvarieustransmission-and-distribution

designs-and-surge-arrestors:
Bengeworth Road means the project to install a new Grid Supply Point at
GSP Project Bengeworth Road to connect to the main London Power
Tunnels.
Bespoke means, for the purpose of Special Condition 3.16 (Advanced
Procurement Procurement Mechanism (APM) Allowance and APM Re-opener

(APM¢)), procurement that is not Flexible Procurement, or that
is procurement that the Authority otherwise decides to be
bespoke and is thus assessed for APM eligibility on a project-
specific basis by the Authority, and is specified as such in the
APM Register.



Between 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.

Bidder has the meaning given in Regulation 2 of the Electricity (Early -
Model Competitive Tenders for Onshore Transmission Licences)
Regulations 2025.

BiddingBidderBiddi means any part of the licensee’s Transmission Business (or an

ng Unit Associate of the licensee) that intends to participate, or is
participating in, an Onshore Transmission Tender Exercise as a
Bidder.—

System-
Business Plan 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 —CereDecision Overview document’,

published by the Authority on 24-May2614918 July 2024.

Business Support has the meaning given to that term in the Eleetricity

Costs TransmissionPrice Control Regulatory Instructions-and
i Jatest RIGs}.
CAF Qutcomes means the outcomes set out under the cyber security and

resilience principles set out in the document titled “CAE
Guidanee -version3-0;"NIS Supplementary Guidance and CAF
Overlay for DGE Sector”, published by the Natienal-Cyber
Seeurity-CentreAuthority on 30-September 20491 August 2023

as amended from time to time.

CAIUIOLI means the document issued by the Authority in accordance with
Governance Special Condition 3.13 (Closely Associated Indirects use it or

Document lose it allowance).



Caithness Moray
HVDC Link

Calculated Revenue

Calculated Tax
Allowance

CAM Activity

Ei%

»
sb]
—~

Carbon
Compensation

meansrefers to the reinforcement project in the north-east of
Scotland comprising a high-veltage-eleetriclines-and-electrieal
plant-which-comprise-the following components:

{fa)ahigh-voltage direct current (HVDC) cable; across the sele

offshereworks, delivering additional transmission as-definredin
the-Aetcapacity across boundaries B0 and B1 to accommodate
renewable generation

has the value giventeRe«derived 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 ET2ET3 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}: (CAMt)).

means a vehicle constructed for passenger carrying with up to

eight seats (excluding the driver).

means investment in:

(a) projects that remove or prevent greenhouse

emissions; or




(b) carbon credits which are regarded as higher quality
in accordance with the principles set out in the
Carbon Offset Guide published by Greenhouse Gas

Management Institute and the Stockholm
Environment Institute.

Carry-over means the allowance provided by Special Condition 5.3 (Carry-
Network over Network Innovation Allowance) to extend the RII0-3
Innovation Network?2 NIANetworkInneovation-Allewanee for an additional
Allowance Regulatory Year, and the first half of the following Regulatory
Year.
Civil Related . . . | : il
WorksC lised hicl y | by theli | Authori bei
S N1 N | it . ion. includi i
PJ . . s
! | | _vehicul I ned . |
. . | . i . 1 . :
lated todrai 1 oil . :
| ions). ! s | E——— -
S 9 hicl It lat Tl
T oli Fiad | i ncludine (]
limited to) the CSNP publicat | itional CSNP
E—
Closely Associated  has the meaning given to that term in the Eleetricity
Indirects Transmission-Price Control Regulatory Instructionsand
i latest RIGs).
CO2e means carbon dioxide equivalent.
Commercial means any person who is supplied or required to be supplied
Customer with electricity and is not a Domestic Customer.

Common Control
Company

Community Funds

Community Funds

Pass-through
Guidance

Company Tax
Return

Competent
Authority

has the meaning given to that term in Standard Condition B7
(Availability of Resources).

means the community fund for transmission infrastructure
introduced by UK Government.

the guidance document issued by the Authority in accordance
with Part D of Special Condition 6.1 Pass-through it ems (PTt)

means 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 Secretary of State, the Authority, the Compliance
Officer, the London stock exchange, the Panel on Take-overs and
Mergers, or any local or national agency, regulatory body,



Competition and

authority, department, inspectorate, minister (including
Scottish Ministers), ministry, official or public or statutory
person (whether autonomous or not) of, or of the government
of Scotland, the United Kingdom, the United States of America or
the European Union.

means the competition authority established under section 25

Markets Authority
Completion Date

Compliance
Certificate

Compliance
Committee

Compliance Officer

Compliance Report

Compliance
Statement

Confidential
Information

Conflict
Management Audit
Terms of Reference

Conflict Mitigation

Methodoelogy—Meth
odology

of the Enterprise and Regulatory Reform Act 2013.
has the meaning given to that term in the STC.

means a certificate to certify that to the best of the Single
Appointed Director’s knowledge, information and belief, having
made due and careful enquiry, the report of the Compliance
Officer fairly represents the licensee’s compliance with the
Specified Duties.

means a sub-committee of the board of the licensee, for the
purpose of overseeing and ensuring the performance of the
duties and tasks of the Compliance Officer and the compliance of
the licensee with its Specified Duties.

means a person appointed by the licensee for the purpose of
facilitating compliance by the licensee with its Specified Duties.

means an annual report provided by the licensee to the
Authority which demonstrates its compliance with the Specified
Duties during the period since the last Compliance Report and
its implementation of the practices, procedures and
systemsystems adopted in accordance with the Compliance
Statement.

means a statement provided by the licensee to the Authority
describing the practices, procedures and systems by which the
licensee will secure compliance with the Specified Duties.

means any information, which is commercially sensitive, and
relates to or derives from the management or operation of the
Transmission Business.

means the document of that name published on the Authority’s
Website in accordance with Part E of Special Condition 9:229.21
(Conflict Mitigation Arrangements for Onshore Transmission
Tender Exercise).

means the document of that name published on the Authority’s
Website in accordance with Part D of Special Condition 9:229.21
(Conflict Mitigation Arrangements for Onshore Transmission
Tender Exercise}-



Conflict Mitigation
Statement—Stateme

=t

Conflicts
Management
Officer—Officer

Cennection Entry
Capacity
Connections

Incentive Target
Date

Connection Project

Connection Project
Completion Date

Connection Project
Register

Consumer Outcome

means the document of that name required to be prepared by
the licensee in accordance with Part D of Special Condition 9.21
(Conflict Mitigation Arrangements for Onshore Transmission
Tender Exercise).-

has the meaning given to that term in the Conflict Mitigation
Methodology.—

has.tl L ] TR

means the date for each Connection Project, Between 1 April

2026 and 31 March 2031, against which performance will be
measured in Special Condition 4.4 £€connections output

delivery incentive}(CON

which will be determined for each Connection Project in
accordance with paragraph 4.4.6.

means works included in a TO Construction Agreement to be
carried out by the licensee in order to directly connecta
customer to the licensee’s Transmission System or to
accommodate embedded generation and demand being
connected to a distribution network operator’s Distribution
System.

c ion Project’ ilable £ ialloadd
as-setoutin-the TO Construetion-Agreement means the date
upon it is agreed a Connection Project is to be completed and
available for commercial load, as set out in the TO Construction
Agreement. Where a Connection Project has multiple stages it

will be the last such date from all stages which is used as the
Connection Project Completion Date.

means a licensee-specific document detailing all Connection
Projects with corresponding Connection Project Completion
Dates which is updated by the licensee and shared with the
Authority in accordancve with Part B of Special Condition 4.4
connections output delivery incentive, , and which is shared

only with the relevant licensee and will otherwise be kept
confidential.

means:

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

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



Consumer Prices
Index Including
Owner Occupiers'
Housing Costs

Cost and Output
Adjusting Event

Cost-Benefit
Analysis

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
Transmission System’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 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) an Extreme Weather Event;

(b) the imposition of additional terms or conditions efanyunder

a statutory eensentappreval-erpermissionconsenting process

(including but not limited to planning consent);
(c) unforeseen ground or sea-bed conditions;

(d) for the purposes of a particular FOFICSNP Re-opener

Output;.under Special Condition 3.19 (CSNP Re-opener and
Price Control Deliverable (CSNPRt)), any event that the

Authority decides is a Cost And Output Adjusting Event in the
CSNP Re-opener Project Assessment Decision; or

(e) for the purposes of a particular Load Re-opener Output
under Special Condition 3.18 (L.oad Re-opener and Price control

Deliverable (LRt)), any event that the Authority decides is a Cost
And Output Adjusting Event in the Project Assessment Decision;
and

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.



Critical National
Infrastructure

)
%)
Z
ge]

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 the Centralised Strategic Network Plan (CSNP) for long-

term development of the electricity and gas transmission
systems, including hydrogen and other energy vectors over a
25-year period that identifies the need for delivery of
immediate and future infrastructure projects across Great
Britain as well as identifying solutions for long and short-term
system operability issues.

CSNP Coordination

Governance
Document

CSNP Re-opener

means the guidance document issued by the Authority in
accordance with Part B of Special Condition 9.224 (CSNP
Coordination)

means an output in Appendix 1 of Special Condition 3-19Special

Output

Condition 3.19 (CSNP Re-opener and Price Control Deliverable
term (CSNPR¢)).

Cruachan

T ..
LineCSNP Re-
opener Project

Assessment
Decision



Current Monetised
Risk

CUSC

EVPCyber
Resilience Plan

. halll ] . ool :
seheme-means a document of that name setting out the
Authority’s decision on an application by the licensee under
Part D of Special Condition 3.19 (CSNP Re-opener and Price
Control Deliverable (CSNPRt)):

a) on the CSNP Re-opener Output and associated allowances to
be specified in Appendix 1 to Special Condition 3.19;

b) on any additional events that are to be considered ESNP Cost
And OQutput Adjusting Events for that CSNP Re-opener Qutput;

and

c) on the minimum availability standard for the relevant CSNP

Output to be specified in Appendix 2 to Special Condition 3.19;

with any such modifications to Special Condition 3.19 being
made under section 11A of the Act.

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

means the Connection and Use of System Code prepared by the
[SOP pursuant to Condition E2 (Connection and Use of System
Code (CUSC)) of the Electricity System Operator Licence, as
from time to time modified in accordance with that condition.

means a plan of the eensumer-value propesitions-which-were
submitted-bysort that the licensee in-itswas invited to submit a
Cyber Resilience Business Plan at Chapter 3 of the document
titled “RII0-3 - NIS-R Cyber Resilience Business Plan
Assessment Methodology and aceeptedRequirement”, published
by the Authority in-its RHO-2-Einal Determinationson 30

September 2024.

CVP-Eull Delivery  means-the-deliveryasaminimum-of the CVP-Outputsforeach

~vp o lix 1 to Special Condition 4.8 (C

| ition} by 31 Mareh 2026,

CVPO | "y lix 1 to Special Condition 4.8
c ] itions)

VPR ] | | ny lix 1 to Special Condition 4.8
c | itions)

Cyber Resilience ¥ means the table of that name in the document identified in

Baseline
Allowances Table

Cyber Resilience IF
PCD Table

Appendix 1, to Special Condition 3.32 (Cyber Resilience
nf . haol R | PricoC |
DeliverableAllowances 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



cuber Resili
T Plan

" . hnol R | PriceC |
DeliverablePCD table) by its title and publication date.
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Cyber Resilience 6F
BaselineRe-opener

means the table of that name in the document identified in
Appendix 13 to Special Condition 3.2 (Cyber Resilience

Allowances Table

Cyber Resilience 6F
PEBUIOLI

Allowances Table

cuber Resili
OT Plan

operational technology Re-opener; Price Control Deliverable
anduse-itorloseitallowanees Allowances Table) by its title and

publication date.

means the table of that name in the document identified in
Appendix 24 to Special Condition 3.2 (Cyber Resilience

and-useiterleseitallowancelse It Or Lose It Allowances
Table) by its title and publication date.

]"*E]Elms P 15"2* EfEEhE sort E};a;;h; h; E]“S Ef rasin “.E]El EE‘RSI“IE;"; at

Data Best Practice
Guidance

Data Sharing
Infrastructure (DSI)

Day2 CTAGontraet

De Minimis
Business

Delayed

means the guidance document issued by the Authority in
accordance with in-efSpecial Condition 9.556 (Digitalisation).

means a digital infrastructure that comprises of the

technologies and common data standards to facilitate seamless
and secure data sharing between multiple entities

means any business or activity carried on by the licensee or a
relevant Associate other than:

(a) the Transmission Business; and

(b) any other business activity to which the Authority has given
its consent in writing in accordance with paragraph 3(d) of
Standard Condition B6 (Restriction on Activity and Financial
Ring Fencing}-).

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 part at a later
date.



Delivery Body

Delivery Track
Projects

Demand
Connection

Demand
Connection
Capacity

Designated
AreasBelay-Event

Delivery
Bedy—Development
Funding

Development Track
Projects

DigitalisationBesig
pated-Areas

Digitalisation
Action Plan

means the body designated by Regulation 3 of the Electricity

(Designation of Delivery Bodies) (Transmission) Regulations
2023

means the projects that received Development Track Pre-
Construction Funding in the RIIO-ET2 price control

means the transmission infrastructure works required to
connect new demand capacity to the National Electricity
Transmission System.

means the incremental increase in the offtake capacity at grid
exit points, in MVA, associated with single or multiple new
Demand Connections as specified in a relevant agreement
between the licensee and the ISOP pursuant to the STC.

means-an-eventthat:

means areas designated for conservation by UK, Welsh, or
Scottish government agencies, or relevant UK, Scottish, or Welsh
Ministers as Environmentally Sensitive Areas, National

Landscapes, National Nature Reserves, Heritage Coasts,
National Scenic Areas, Sites of Special Scientific Interest, and

National Parks fe-ecauses-erisreasenablyexpectedto-cause

2023-means the funding required to complete the works
required on Development Track projects for the completion of

their associated Price Control Deliverable PED requirements
and for further project development until the end of RIIO-ET2.

projects that received Development Funding in RIIO-ET2.

the Town-and-Country Planning {Scotland)}-Aect 1997 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 9.556
(Digitalisation).



DigitalisationR
opener

Digitalisation
Strategy

Direetly
Attributable Costs

Direct Costs

Directly
Remunerated
Services

Disaggregated
Network Risk
Output

Disapplication Date

Disapplication
Notice

Disapplication
Request

means a document prepared and published by the licensee in
accordance with Part A of Special Condition 9.556
(Digitalisation).

has the meaning given to that term in the latest RIGs.

has the meaning given to that term in Part A of Special
Condition 9.778 (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 (or any part or parts of them) would cease to have
effect.

means the notice under Special Condition 9.6Z6 (Disapplication
of Relevant Special Conditions) 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 9.6Z6 (Disapplication
of Relevant Special Conditions) to consent to the disapplication
of the Relevant Special Conditions (in whole or in part).



Distribution
Licence

Distribution System

Domestic Customer

DSAP Guidance

Early Construction
Funding

Early Enabling
Works

EfficieneyEastern 1
HVDC Link

has the meaning given to that term in Standard Condition A1l
(Definitions and interpretation).

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

means any person who is supplied or requires to be supplied
with electricity at premises at which a supply of electricity is
taken wholly or mainly for domestic purposes (but excludes
such person insofar as he is supplied or required to be supplied
at premises at which supply is taken for non-domestic
purposes).

means the guidance document issued by the Authority in
accordance with Part C of Special Condition 9.556
(Digitalisation).

means allowances in addition to ASTI Pre-Construction Funding
in relation to an ASTI Output provided before an ASTI Project
Assessment Decision and related to:

(a) strategic land purchases;

(b) early enabling works;

(c) early procurement commitments; and/or

(d) other activities approved in advance by the Authority.

means establishment of site welfare and access, and validation
of assumptions at the design stage.

submitting the Business Plan—means the high voltage electric
lines and electrical plant comprising the following components:
a) a high voltage direct current cable, the sole purpose of which
is to transmit electricity between the Transmission Area of SP
Transmission plc as defined in Special Condition 1.1 of its
licence and the licensee's Transmission Area via an onshore and
subsea corridor the route of which extends, in part, outside of
Great Britain, the territorial sea adjacent to Great Britain and
any Renewable Energy Zone;

b) converter stations at either end of the high voltage direct
current cable described in paragraph (a) above to facilitate the
conversion of power from direct current in the high voltage
direct current cable to alternating current in the National

Electricity Transmission System; and

c) cables to connect each converter station described in
paragraph (b) above to an appropriate substation in each of the

licensee's Transmission Area and SP Transmission Plc's
Transmission Area as defined in Special Condition 1.1 of its




Eastern 2 HVDC

licence, respectively and that does not transmit electricity for

the purposes of offshore transmission as defined in the ActFhis

means the high voltage electric lines and electrical plant

Link

Efficiency

comprising the following components:

(a) a high voltage direct current cable, for the purpose of

transmitting electricity between the Transmission Area of

Scottish Hydro Electric Transmission Plc as defined in Special
Condition 1.1 of its licence and the licensee’s Transmission Area

via an onshore and subsea corridor the route of which extends,

in part, outside of Great Britain, the territorial sea adjacent to
Great Britain and any Renewable Energy Zone;

(b) converter stations at either end of the high voltage direct

current cable described in paragraph (a) above to facilitate the
conversion of power from direct current in the high voltage
direct current cable to alternating current in the National
Electricity Transmission System; and

(c) cables that connect each converter station described in
paragraph (b) above to a substation in the licensee's
Transmission Area and Scottish Hydro Electric Transmission
Plc's Transmission Area as defined in Special Condition 1.1 of its

licence and that do not transmit electricity for the purposes of
offshore transmission as defined in the Act.

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 or Re-
opener submission. This does not include:

(a) where 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) where expenditure decisions were the result of factors
beyond the reasonable control of the licensee including, but not




Electricity
Arbitration
Association

Eligibility Letter

Electricity
Distribution
Licensee

Electricity System
Operator Licence

limited to, growth in demand for the licensee’s services or
government policy.

means the unincorporated members' club of that name formed
inter alia to promote the efficient and economic operation of the
procedure for the resolution of disputes within the electricity
supply industry by means of arbitration or otherwise in
accordance with its arbitration rules.

means the document that the licensee must provide to the
Authority in accordance with Part D of Special Condition 3.18
(Load Re-opener and Price Control Deliverable (LRt)) when

seeking to apply for a Project Assessment Decision under that
condition.

means the holder of a licence granted or treated as granted
under section 6(1)(c) of the Act.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

Eligible CNIA

Eligible CNIA
Internal
Expenditure

Projects

Eligible NIESIF
Project

means the amount of expenditure spent or accrued by the
licensee in respect of Eligible CNIA Projects.

means the amount of Eligible CNIA spent or accrued on the
internal resources of the licensee.

means a project undertaken by the licensee or any other
Transmission Licensee or the ISOP that appearste-the Authority
to-satisfirassess as satisfying such requirements of the NAGSIF
Governance Document as are necessary to enable the project to
be funded under the MESIF Funding Mechanism.



Eligible SIE Proi
End of Life Modifier

Score

Energy System Data

Engineering
Guidance

Document

Enhanced Service

or Intervention

Enhancing Pre-
existing
Infrastructure
Project

ENS

Compensatoty
Payment

Methodelogy
ENS Exceptional

Event

) | Len by theli |
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as-are-neeessary-to-enable-the projectto-be fundedunderthe
SHFunding Mechanism-means the adjustment factor applied to
an asset’s Probability of Failure as defined under the NARM

Methodology as provided under Special Condition 9.2 (Network
Asset Risk Metric methodology) to reflect the increased risk of

failure as the asset approaches or exceeds its expected service
life.

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

means a guidance document developed pursuant to Part F of

Special Condition 9.2 (Network Asset Risk Metric methodology).

means, for the purposes of Special Condition 4.6 (SO-:TO

Optimisation output delivery incentive (SO-TOt)), a solution
that has been delivered that has reduced Transmission
Constraint Costs on either a permanent or temporary basis, the

meets the eligibility criteria set out in Part C of Special
Condition 4.6, and that is not part of any business-as-usual

activity nor already funded as part of the RIIO-ET3-price
contrel,

means a project that has been approved by the Authority prior
to 31 March 2021 to reduce the impact of the assets forming
part of the licensee's Transmission System on the visual
amenity of Designated Areas.

| maintai 55 Dart B of Special € 1}.. 5.31 (E
not supplied compensatory scheme pass-through}).

for the purposes of Special Condition 4.2 (energy not supplied
output delivery incentive) means an event or circumstance that
is beyond the reasonable control of the licensee and which
results in or causes electricity not to be supplied to a customer
and includes: an act of the public enemy, war declared or
undeclared, threat of war, terrorist act, revolution, riot,
insurrection, civil commotion, public demonstration, sabotage,
act of vandalism, fire (not related to weather), any severe
weather event resulting in more than 50 faults being recorded
by the licensee on the licensee’s Transmission System in any 24-
hour period, ISOP-Requested Load Shedding; governmental
restraint, Act of Parliament, any other legislation, bye law,



directive or decision of a court or Competent Authority or any
other body having jurisdiction over the activities of the licensee
provided that lack of funds will not be interpreted as a cause
beyond the reasonable control of the licensee.

ENS Incentive means a document that sets out the methodology the licensee
Methodology will use to calculate the volume of energy not supplied arising
Statement from each Incentivised Loss of Supply Event.

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

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

Envirenmental means-the RHO-ET1 scheme-of thatname:

Dj .

Reward-Scheme

Environmental means the-decument-ofa change in circumstances related to

Diseretionary new or amended legislative requirements that name maintained
Reward Scheme

byrelate to the licensee’s impact on the Autherity-inaceordance
GuidaneeDevelopm with-Speeial Condition7/7{Close-outefenvironment that are

ents contained within or could have been contained within the RHO-
ET1 adjustmentinrespect-ofthelicensee’s Environmental
DiseretionaryReward-Seheme}Action Plan.

Envi | Liovine Biodiversitv Net Gain fi | coine furtl

Net Gai hi . o t] it of aff | | capital

Environmental means the document of that name issued by the Authority in

Reporting Guidance accordance with Part B of Special Condition 9.1 (Annual
Environmental Report).

Envi | £ thelovel of biodi : " | el

Value s £ | | ol tod wit]

a-partictlarland-area:

Equally Challenging 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.



Equipment means, for the purpose of Special Condition 3.16 (Advanced
Procurement Mechanism), any equipment specified as an APM
Cost Category in Appendix 1 of the APM Governance Document.

ET NARM means the methodology required to be prepared by the licensee

Methodology in accordance with Part G of Special Condition 9.2 (Network
Asset Risk Metric methodology).

ET1ET2 Legacy has-means a modified version of the meaninggivente-ET2 Price

Price Control Control Financial Model as that term is defined in Special

Financial Model Condition 1A{Pefinitions-and-1.1 (Interpretation_.and
definitions) of this licence as in force on 31 March 20212026.

ET2/ET3 Crossover means the document issued by the Authority in accordance with

Submission Part D of Special Condition 3.23 ET2/ET3 Crossover
Requirements and  Adjustments (T2ACAt)

Guidance

Document

ET2ET3 Price means the document of that name that was first published by

Control Financial the Authority te-eemeand which comes into effect on 1 April
Handbook i ifiei ' i

2021 and-includesspecificinformationand-advice-about the
.  the 1 onD I the ET2 Pri
c L g ial Model. lified £ . o
: it 1] . £ Soecial Condition 8.1
{Governance-of the ET2 Price Control FinanciaHnstruments)

2026.
ET2ET3 Price means the EF2ET3 Price Control Financial Handbook and the
Control Financial ET2ET3 Price Control Financial Model.
Instruments
ET2ET3 Price means the model of that name that was first published by the

Control Financial Authority to come into effect on 1 April 262+
Model




ET2ET3 Price
Control Financial
Model Working
Group

Evaluative PCD

means the working group identified in and whose terms of
reference are set out in Chapter 2 of the EF2ET3 Price Control
Financial Handbook.

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.

Ex-Ante Base hasthe value £1649m.
Revenue
g | q | I ftheli .

AssuraneeExceptio
nal Fault or Failure

Events

External
Assurance

Methodology

External
Transmission
Activities

Extreme Weather
Event

: ; Lehold | lorive the i .
SEA ) | it £ \ded for

Special Condition 3D-(Stakeholder Satisfaction O Y of thi

licence-as-inforce-on31+-Mareh2021-means unplanned, high-

impact asset failures or failures beyond normal reliability
assumptions or fault rates, a series of failures or faults of assets

on its network in close succession, or a major failure of assets
on its network. These events are considered outside routine

operational risk and require exceptional intervention.

means the methodology to suppert the lixternal Assurance.

means any business of the licensee or any Affiliate or Related
Undertaking of the licensee comprising or ancillary to the
maintenance, repair or operation in an emergency of any
electricity distribution system or any part of the National
Electricity Transmission System other than the licensee's
Transmission System.

means a weather event with worse than one in ten years
probability.

Final Statutery
Planning
Consultation

needforaLOTE

means the final public consultation_ - whether statutory or non-
statutory - that the licensee undertakes before submitting its
primary planning application in relation to a potential LOFk

Load Re-opener Output project under licence condition 3.18
Load Re-opener and Price control Deliverable (LRt).



Hooding Defence means-a-projectto-improve-the flooding resilience-of physieal

PrejeetFlexible assets-econnected-to-the NationaHleetricity Fransmission

Procurement System-Mmeans, for the purposes of Special Condition 3.16
(Advanced Procurement Mechanism), procurement for
Equipment or Related Services which, at the time APM
Allowance was used to secure the Equipment or Related
Services, did not have project-specific design characteristics
that would prevent the Equipment or Related Services being

used on multiple different projects.

Forecast Monetised means the Monetised Risk of an asset or group of assets

Risk expected to be in operation on a network in a given future
scenario, based on the forecast view of Asset Data for the given
scenario.

Full PCD Report has the meaning given to that term in the PCD Reportlng
Requirements and Methodology Document.

Fully Delivered means where the output specified in the relevant licence
condition has been delivered into the full specification on or
before the delivery date specified in that licence condition.

Fully Delivered means where the licensee has delivered a different specification
With An Alternative to that set out in the relevant special condition, while achieving
Specification a 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.

Funded SF6 Asset  means interventions on assets containing sulphurhexatluoride,
WWHMWMMWMM

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

Funding Return means the mechanism that provides for the recovery from the

Mechanism licensee and from other electricity Transmission Licensees and
Electricity Distribution Licensees and the ISOP, in each case to
such extent (if any) as may be relevant, of:



Mitigat

Generation
Connection

Generation
Connection
Capacity

Great Britain

Green Book
Supplementary
Guidance

Greenhouse Gas
Protocol Website

Grid Code

Grid Supply Point

Halted Project
RevenuesRevenues
Harmonic Filtering
Equipment

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

(d) Returned Project Revenues.

on 7 of the Gas Act 1986 Dlaf e t]

means the transmission infrastructure works required to
connect rew-generation capacity to the National Electricity
Transmission System.

means the incremental Transmission Entry Capacity, in MW, for
generation connected to the National Electricity Transmission
System as specified in the relevant agreement between the
licensee and the ISOP pursuant to the STC.

has the meaning given under Standard Condition A1l
(Definitions and interpretation).

means the supplementary guidance to the document titled 'UK
Government Treasury's Green Book, for valuation of energy use
and greenhouse gas emissions for appraisal’, as from time to
time amended.

means https://ghgprotocol.org/

means the grid code required to be drawn up by the ISOP
pursuant to Condition E3 (Grid Code) of the Electricity System
Operator Licence, as from time to time revised with the
approval of the Authority.

means a connection point at which the transmission system is
connected to a distribution system
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)
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EilteringllG

Emissions Data
Discrepancy

HGBaseline
Leakage Rate
[1G Exceptional

Event

Ho-hrventory

[IG Methodology
Statement

Improvement Plan

Direction-DirectionMeans equipment used to reduce harmonic
distortion and resonance in electriticy systems.

means a heavy goods vehicle with a gross vehicle weight of no
less than 7,000kg.

means-a-measure, in respect of reported leakage of an Insulation

and Interruption Gas, an event or measures-te

(c) is a result of the effeets-eninaccuracy of the National
£l it T ccion.S ¢ lard
frequenciesabeve 50Hzoriginal equipment
manufacturer (OEM) nameplate labelling of one or

more SF6 assets; and

{5(d) is not capable of prevention, or the impact of

which is not capable of mitigation, by the economical
and efficient deployment of measures.

Lo 1G] Line leal thin RIO-2 Final

means, in respect of the leakage of an Insulation and
Interruption Gas, an event or circumstance that:

(a) is beyond the reasonable control of the licensee-and;

(b) is not capable of prevention, or the impact of which is not
capable of mitigation, by the economical and efficient

deployment of reasonable measures; and

(c) results in, causes; or prohibits the timely prevention of the
leakage-efaninsulation-And-Interruption Gas-and-includesany
. | he rick of sicnif 1

means the document prepared by the licensee in accordance
with Part B of Special Condition 4.3 (Insulation and Interruption
Gas emissions output delivery incentive}._(I1GIt)).

means a plan of the sort that the licensee-wasinvitedto-submit

- submits as part of its Network and Information
Systems (NIS) compliance reporting requirements each vear as



Incentivised Loss of
Supply Event

Incremental Deficit

Independent
Examiner

Initial Need

Gaselndependent
Technical Adviser

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 any event on the licensee's Transmission System that
causes energy not to be supplied to a customer, subject to the
following exclusions:

(a) any energy not supplied to customers that have requested a
lower standard of connection than that provided in the NETS
SQSS (or such other standard of planning and operation as the
Authority may approve from time to time and with which the
licensee may be required to comply);

(b) any energy not supplied resulting from a shortage of
available generation;

(c) any energy not supplied resulting from a de-energisation or
disconnection of a User's equipment under an event of default
as defined in the CUSC;

(d) any energy not supplied resulting from a User's request for
disconnection in accordance with the Grid Code;

(e) any energy not supplied resulting from emergency de-
energisation by a User as defined in the CUSC;

(f) any energy not supplied resulting from an emergency de-
energisation or disconnection of a User's equipment necessary
to ensure compliance with the Electricity Safety, Quality and
Continuity Regulations 2002, as amended from time to time, or
otherwise to ensure public safety; and

(g) any event lasting less than or equal to three minutes.
has the meaning given in the Pensions RIGs.

means a person nominated by and independent of the licensee
with the skill and knowledge to undertake an examination.

| | heli ' initialyi |

g LOTLand. i ieular, | .
optiens.the party(ies) appointed by the Authority to fulfil the
role of providing assurance to the Authority on the design,
procurement, cost and overall delivery of selected load projects
delivered by Transmission Owners. [t may be used to inform
Authority decisions, by providing assurance of the information
on which a decision is being taken.



Indirect Investment

Information
Gathering Plan

Innovation

Innovative Delivery

Innovative Delivery
Incentive Guidance

Document

Innovative Delivery
Incentive

Performance Panel

Innovative Delivery

means any investment made by the Licensee through an

Affiliate or Related Undertaking, rather than directly by the
Licensee itself.

means a plan required by Part E of Special Condition 9.2
(Network Asset Risk Metric methodology).

means:

(a) 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-1and RII0-2
NIA Governance PeewmentDocuments or a RII0-23 NIA Project;
or

(b) involves the application of technology, systems or processes
that were not proven as at the time of submission of the
Business Plan.

means licensee actions that have delivered demonstrable and

significant consumer value through the behaviour areas

specified in the Innovative Delivery Incentive Guidance
Document.

means the document issued by the Authority under Part C of
Special Condition 4.5 (Innovative Delivery output delivery
incentive).

means a panel established by the Authority to make non-
binding recommendations to the Authority on the performance
of the licensee for the purposes of the Innovative Delivery

output delivery incentive established by Special Condition 4.5
Innovative Delivery output delivery incentive).

means a document prepared and published by the licensee in

Incentive
Performance Panel
Submission

Insulation And
Interruption Gas

accordance with Part B of Special Condition 4.5 (Innovative
Delivery output delivery incentive).

means a gas with a global warming potential of greater than
one, used within electrical switchgear and transmission assets
with a suitable dielectric strength to enable use as an insulator
to prevent discharge or as an interruption aid to prevent flow of
current during planned or non-planned switching.

I ) ) ) :
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Familylnsurance

Invitation to
Tender (ITT) Stage

the-same-variant-has the meaning given to that term in the

latest RIGs.

means the stage of an Onshore Transmission Tender Exercise
for the Delivery Body to determine which Qualifying Bidder is to

ISOP

ISOP-Requested
Load Shedding

IndicatorsIT &
Telecoms (Business
Support
Kintyre-Hunterston
T ..
LinelTA Call-off
Contract

be selected to become the provisional preferred bidder in
respect of that Onshore Transmission Tender Exercise.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

means a request by the ISOP for the licensee to reduce demand
on its Transmission System through the deliberate staged
disconnection of customers, where network conditions leading
to the request were not attributable to any error, action or
inaction on the licensee's part.

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.

Aoctt] ity of the i :
performanece-to-its-stakehelders-has the meaning given to that

term in the latest RIGs.

transfer scheme:Means the any contractual agreements entered
into between the Authority, the licensee and the party(ies)
appointed as the Independent Technical Adviser, inrespeetef



ITA Framework
Agreeement

ITA Guidance
Document

ITA Terms of
Reference

Kintyre-Hunterston
Transmission Line

Landscape
Enhancement

Initiative Project

theappeintmentefthe ITA pursuant to the ITA Framework
Agreement.

means the overall framework of terms and conditions agreed
between the Authority and the organisations appointed as the
Independent Technical Adviser.

means the document issued by the Authority under Part B of
Special Condition 6.2 (Independent Technical Adviser).

means the text of that name issued and maintained by the

Authority that contains the description of the services required
by Ofgem from the FFA Independent Technical Adviser.

means the transmission reinforcement project involving a
subsea and onshore link between the Kintyre peninsula and

Hunterston, designed to deliver additional transmission
capacity across the B3 boundary in South West Scotland.

means a landscaping or environmental enhancement scheme

that has been informed by stakeholder engagement, to mitigate
the impact of Pre-existing Transmission Infrastructure on the

Large Van
Licensed Activity

Load UIQOLI
Governance
Document

Load Re-opener

visual amenity of Designated Areas, or otherwise enhance the
overall visual amenity of a Designated Area impacted by Pre-
existing Transmission Infrastructure.

means a van with a gross vehicle weight of no less than 3,500kg.

has the meaning given to the term “Transmission Owner
Activity” in Standard Condition B1 (Regulatory Accounts).

means the document issued by the Authority in accordance with
Part CP of Special Condition 3.17 (Load use it or lose it
allowance).

means the document of that name issued by the Authority in

Guidance and
Submission

Requirements
Document

Load Re-opener
Output

accordance with Part ] of Special Condition 3.18 (L.oad Re-
opener and Price Control Deliverable).

means outputs specified in Appendix 1 of Special Condition 3.18
(Load Re-opener and Price Control Deliverable) which are the
assets constituting an investment in the Transmission System,
which investment:

(a) is expected to cost more than £40m of capital expenditure;

n

(b) is, in whole or in part, load-related.

[s$}
oh
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OfficesLoad Related

Expenditure

Load Shedding

Local Area Energy
Plan

Long-term
Monetised Risk

Loss of Supply
Event

Major Project

to-the-Autheority)for-each-entity residingat the site.means
expenditure incurred by the licensee in relation to transmission
infrastructure works that are primarily driven by changes in
system demand or generation, and which are: (a) T
Transmission Owner identified works; (b) supported by
Transmission Owner Construction Agreements (TOCASs);
(c)recommendations from the ISOP; or (d) associated with new
or modified connections, reinforcement, or fault level mitigation
works required to accommodate load growth or generation
changes.

means the disconnection of demand as a measure to ensure the
safety and integrity of the National Electricity Transmission
System.

means a plan owned by a local authority that has been
developed in the context of achieving net zero thatis-the
productoefaprocess:

{a)threugh-and on which a range of stakeholders including the

other Network Licensees and-eeal-autheritiesagree-and-have

been invited to comment.-en-the-optimal-long-term-energy

b} that has Iuetod intl ¢ anabli
. |

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 any event on the licensee's Transmission System that
causes electricity not to be supplied to a Domestic Customer or
to a Commercial Customer for a period of six hours or longer;

bi | . in the li ' ENS
CompensateryPaymentMethodelogy..

for the purpose of Special Condition 4.8 (Major Projects output
delivery incentive (MPIi))., means an infrastructure project

constituting an investment in the Transmission System, which

has been designated as a Major Project under Special Condition
4.8 (Major Projects output delivery incentive (MPI))., Part B or

Part C.




Major Project for the purpose of Special Condition 4.8 (Major Projects output

Fundamental Scope delivery incentive (MPI:))., means a change to the scope of a

Change Major Project whereby the design solution now required to
meet the identified system need constitutes a different project

to that which was designated under Special Condition 4.8
Major Projects output delivery incentive (MPI:)). Part B or Part

(gl

EOFIMajor Projects means the-assets-constituting-an investmentin-the
ODI-F Delay Event = Transmission-Systemwhichinvestment:

event that:
(a) is outside the licensee’s control;

(b) the licensee has used its best endeavours to prevent the

occurrence of, and to mitigate the impact of;

(c) causes, or is reasonably_ expected to eest£100mcause, one or

more i i Major Projects to be delayed
by at least 30 days; and

(bd) is;_caused by one or more of the following:

i activity by a different Transmission Licensee, working on
the same project, that directy impacts the licensee’s
delivery of the project;

ii. acquisition of land / necessary land rights via
compulsory acquisition;

iii. delays in whele-erobtaining planning approval and
consents;

iv. _ delays regarding seabed leasing or agreements for
interaction with other third-party infrastructure;
v.  Extreme Weather Events; extreme weather conditions
7& | 1 load-rel 110 ey
vi. pandemic or livestock epizootic;
vii. _ significant archaeological discoveries;

viii. _ significant change to project scope;
ix.  significant protestor action;
x.  unforeseen and significant ground or seabed conditions;
xi. changes in law, regulation, and international treaties,
applicable to the UK, which are reasonably unforeseeable
and which were not foreseen by the licensee; andfer

xii.  unforeseen unexploded ordinance mitigation; and /or
kxiil.  war, hostilities, or terrorist events.
LOTGuidanceand means the deeumentof thatnameissued-bydate on which -the
Submissiens Autherityinaccordance-with-Special- Condition3-13-{Large




Requirements
PoeeumentMajor
Projects ODI-F
Delivered Date

Major Projects ODI-
F Penalty
Exemption Period

EOTFHOutputMajor
Projects ODI-F

Target Delivery
Date

Major Projects ODI-
F Governance

Document

Managing Director
Of Transmission

] o R ¥ cfiad ]
therelevantassethas beentully Delivered the Major Project
has been delivered to the full specification.

means the number of days after the Major Projects ODI-F Target
Delivery Date for which the Authority decides a MajorProiects
OBL-E penalty will not apply following an application under Part
D of Special Condition 4.8 (Major Projects output delivery
incentive (MPI)).

onshore transmission investiment Re-opener}.means the date

after which the licensee is not eligible for a reward under
Special Condition 4.8 (Major Projects output delivery incentive

MPIi)). j j as stated specified in Appendix
1 or Appendix 2 of Special Condition 4.8 (Major Projects output

delivery incentive (MPIt)).

means the document issued by the Authority in accordance with
Part E of Special Condition 4.8 (Major Projects OBI-E output

delivery incentive (MPIt)).

means a person responsible for the conduct of the Transmission
Business and any External Transmission Activities.

Materiality
Threshold

MiticatingP
o

Infrastructure

PelieyMature

Innovation

for the relevant licensee, has the value: £53.5m.

\ of Special Condition 310 (Visuakl Mitication R
| PricoC 1 Delj bl | Enl o D .

Infrastrueture Projects-allowanee)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



Medium Van
Modification

Application
Monetised Risk

Monetised Risk
Benefit

Named Baseline

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

means a van with a gross vehicle weight of greater than 2,100kg
and less than 3,500kg.

has the meaning given to that term in the CUSC.

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.

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, for the purposes of Special Condition 3.48 (NLRE Named

Deliverables

Named Pipeline
Deliverables

NARM Asset

NARM Asset
Category

Price Control Deliverable (NPAt)), a non-load related named
project or output:

(a) that is specified in Appendix 1 to Special Condition 3.45 with
an identified scope and a delivery date; and

(b) for which an-baseline allowance is specified in Appendix 1 to
Special Condition 3.48.

means, for the purposes of Special Condition 3.48 (NLRE Named

Price Control Deliverable (NPAt)), non-load related named
projects or outputs:

a) that are specified in Appendix 2 of Special Condition 3.48
with an identified scope and indicative delivery date; and

(b) for which no baseline allowance is specified in Appendix 2 to

Special Condition 3.48.

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.



NARM Crossover
Projects

NARM Handbook

NARM
Methodology

NARM Objectives

National

Underground Asset
Register

NCSCNatienal

Cyber Seeurity
Centre

NCSC Cyber
Assessment

Framework

NCSC CAF

Contributin
QOutcomes

means RIIO-ET2 projects approved by the Authority for delivery
in RIIO-ET3 under the NARM Handbook, and listed in Appendix
4 of Special Condition 3.10, following RII0-ET2 closeout.

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 Part A of
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).

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.

means the fNESE} UK’s National Cyber Security Centre-National
Technical Authori CyberS =

means the cyber assessment
framework (CAF), issued by the UK NCSC, which provides a
structured methodology for evaluating and enhancing
organisational cyber resilience. It comprises 3416 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 4416 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".




NCSC CAE
BOutecomes

National Electricity

has the meaning given to that term in Standard Condition A1

Transmission (Definitions and interpretation).

System

National Energy means the National Energy System Operator, as established on

System Operator 1st October 2024.

Net Z Ard R 1 . | .” ded by Special

G-F}eﬂ-e{: a¥aVa a A a a%a I a use

Development m&mﬁwm}w

FundNational Risk  public assessment of the most serious risks facing the UK,

Register including malicious threats, accidents, Ssystem Ffailures,
Nzatural and Eenvironmental Hhazards, and other risks that
could impact critical national infrastructure, as published by the
Cabinet Office:
https://www.gov.uk/government/publications/national-risk-
register-2025

Natural And means hazards as described in the National Risk Register,

Environmental including storms, flooding (coastal, fluvial, surface water),

Hazards drought, wildfire, extreme temperatures, earthquakes, volcanic
eruptions, severe space weather.

NetZero-andRe- means the decumentstage of that name-issued-by-the-Autherity

opener inaccordanee-withassessment under Part F of Special

DevelopmentFund Condition 3.5-(NetZero-And18 (Load Re-opener Development

Gevernanee Fund-use-itorloseitallewanee)and Price control Deliverable

DocumentNeeds LRt)).

Case

Net Zero Carbon
Targets

Net Zero
Development

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.

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;


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

(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) new investment arising from the agreement of a Local Area
Energy Plan or an equivalent arrangement.

Net Zere Fund o t] ¢ Special Condition 5.5 (Net Zero Fund use

NETS SQSS

Network Access
Policy

Network Asset

Network Asset Risk
Metric

Network Asset Risk
Workbook

Network Charges

Network Licensee

Network Risk
Output

lose it allowance} means an allowance for the licensee to support
| bl i " | " La N

Zero-CarbenTargets:

means the standards that set out the criteria and methodologies
for planning and operating the National Electricity
Transmission System, as from time to time amended.

means the document of that name approved by the Authority
under Special Condition 9.48120 (Network Access Policy).

means the assets that collectively form the licensee’s
Transmission System, 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.

means charges levied by the licensee in respect of the provision
of Transmission Network Services.

means the holder of a licence granted under section 7 of the Gas
Act 1986 or section 6(1)(b) or (c) of the Act.

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”,



NGESO Pension
Transfer Costs

NGET Redacted
Information
Document

£

=
3

E

Janl-l%i-l-lcrgGovernanc

e Document

;f

measured over a period equal to the assumed intervention
lifetime from the end of the Price Control Period, which can vary
for asset category or specific assets and intervention types.

means pension scheme costs properly incurred by the licensee
that otherwise would not be incurred in the transfer of assets
and rights under Schedule 10 of the Energy Act 2023,

means the lastestlatest version of the document of that name
sent by the Authority to the licensee containing information
redacted from this licence.

means the arrangements known as the network innovation
competition established by Special Condition 31 (The Network

Innovation Competition) of this licence as in force on 31 March
2021.

means the tetalameuntdocument of funding-autherisedthat
name maintained by the Authority ferthe licensee-and-other
TFransmissionLicensees-and Electricity Distribution Licensees
and-the ISOPin accordance with the previsiensPart C of the NIC
Governanece-Documentfor-the purpeseSpecial Condition 7.11

(RIIO-ET1 network innovation competition) of fundingEligible
NIC-Preojeetsthis licence as in force on 31 March 2026.

| hanism] hich theli . |
£ NIC Fundine £ he ISOP. Eundi

Returnp-means 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 marketplaces) to improve resilience against
cyber and physical threats.

networkinnovation-competition)-A NIS Responsible Officer
NRO) is a formally designated individual within an Operator of

Essential Serv1ces (OES] who holds overall resnon51b111tv the




NoNetLoss
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means the Network Options Assessment required by Condition
C13 (The Network Options Assessment (NOA) process and
reporting requirements) of the Electricity System Operator
Licence.

Non-intervention
Risk Changes

Non-Load Network

Non-Load Related

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.

means the part of the licensee’s Transmission System
comprising assets whose primary investment drivers are not
related to changes in system demand or generation, including
assets maintained or replaced for reasons of condition, risk, or
statutory compliance.

means expenditure incurred by the licensee in relation to

Expenditure

Non-operational IT
Capex

Not Delivered

transmission infrastructure works that are not primarily driven
by changes in system demand or generation, and which are: (a)

justified by asset condition, end-of-life replacement, fault
response, or risk mitigation; (b) supported by engineering

justification or Network Asset Risk Metric (NARM) output; (c)
independent of any load-related investment need.

has the meaning given to that term in the RIGs.

means where the licensee has not delivered the output as set
out in the relevant special condition in full or in part by the



NPOperational

Load Management
Scheme

NTMP
VahaeOperator of
Essential Services

Offshore
Transmission
Licence

Offshore
Transmission
Owner

Onshore
Competition
Information

Exchange Guidance

Onshore
Competition
Information
Exchange Process

Onshore
Transmission
Tender Exercise

relevant delivery date and does not intend to deliver the output
in full or in part at a later date.

amendments)-means an automated system to change load or
generation which responds to either network measurements or

ISOP instruction in a pre planned script.

.means organisations that provide services deemed

critical to the economy and wider society, including essential
services such as healthcare, transport, and energy.

means a transmission licence held by an Offshore Transmission
Owner.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

means the document of that name issued by the Authority in
accordance with Part B of Special Condition 9.26202 (Tender
Support Activities in onshore electricity transmission).

means the process of the licensee providing information to the
Delivery Body in respect of an Onshore Transmission Tender
Exercise.

has the meaning given in Regulation 2 of the Electricity (Early-
Model Competitive Tenders for Onshore Transmission Licences)
Regulations 2025.

Operational
Performance

Operational

Services Agreement

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 the agreement of that name entered into pursuant to the
Independent System Operator and Planner Transfer Scheme



oT

Outage Changes

Outturn Business
SuppertGests

Outturn Network
Risk Outputs

Qutside Planned
Works

Overhead Line
Conductor

P50 Delivery Date

Partially Delivered

Partially Delivered
With Alternative
Specification

Participating
Owner

Partner Licensee

made pursuant to paragraph 1 of Schedule 9 of the Energy Act
2023,

means a licensee's operational technology and information
systems that monitor and control physical devices and
processes of operations which relate to electricity transmission.

means a change to the outage plan notified to the licensee by the
ISOP on or after week 49, as updated from time to time in
accordance with the procedures set out in the STC.

. isedund

Busi S - listed in the RUO-ET3 Regyl

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 events not part of scheduled maintenance,
refurbishment, or replacement programs funded through

baseline allowances. } i
restorationneeds.

means all conductor strung on overhead line Towers.

means the date by which a given project has a 50% chance of

being delivered, determined using statistical methods and
project-specific factors, based on a methodology approved by

the Authority for this purpose.

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

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.

has the meaning given to that term in Standard Condition B7
(Availability of Resources).

means a Network Licensee that has agreed to accept or transfer
responsibility for a CAM Activity.



PCD Reporting means the document of that name issued by the Authority in
Requirements and  accordance with Part B of Special Condition 9.334 (Price Control
Methodology Deliverable Reporting Requirements and Methodology
Document Document).

PCEM Cuid . . .
Bu . 5 . ) .
p for the ET2 Dri gi L g LM 1E]3-
PCFM Variable means the values in the table of that name in the ET3 Price
Values Control Financial Handbook,

Pension Protection has the meaning given in the Pensions RIGs.
Fund

Pensions Regulator has the meaning given in the Pensions Act 2004.

Pension means-the guidance-documentissued-by-the- Autherity titled
RIGSScheme Network-Operators-Price Control PensionCosts—Regulatory
Administration and Instructionsand-Guidanee:

PPF levy

i has the meaning given to that
term in the latest RIGs.

Pension Scheme means the difference between assets and liabilities, determined

Established Deficit  at any point in time, attributable to pensionable service up to
the end of the 31 March 2012 and relating to the Transmission
Business under the Authority's Price Control Pension Principles.
The term applies equally if there is a subsequent surplus.

Physical Security means the table of that name in the document identified in

Baseline Appendix 1 to Special Condition 3.4-{Physical-seeurity3
Allowances Table (Resilience Re-opener-and-Price-Contrel Deliverable) by its title

and publication date.

Physical Security means the table of that name in the document identified in

PCD Table Appendix 2 to Special Condition 3.4{Physical seeurity3
(Resilience Re-opener-and-Price-Control Deliverable) by its title
and publication date.

Physical s .
Requirements

Physical Security means the programme of physical security investment at

Upgrade Critical National Infrastructure sites as mandated by
Programme 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.



Pre-Construction
Funding

Pre-Construction
Works

means the funding required to complete Pre-Construction
Works on a petential LOT}prejeet:Load Re-opener Output or
CSNP Re-opener OQutput or output otherwise listed in appendix
2 of Special Lieenee Condition 3.15 (Pre-Construction Funding
Re-opener and Price Control Deliverable (PCFt and PCFREt)).

means:

means, for the purposes of Special Liecenee Condition 3.15 (Pre-

Construction Funding Re-opener and Price Control Deliverable
(PCFt and PCFREt)):

(a) surveys, assessments and studies_that inform environment
consenting, and design feasibility decision making;

(b) project design;

{e}.and engineering development that move a project from
being ‘lines on a map’ to a detailed project proposal that can be

taken to the market procurement;
2 . ine devel _

(c) stakeholder engagement and consultation_ which will be key
to informing project design and progressing through the

consenting PIroCesSs,

(ed) tasks associated with wayleaves_.and easements;
(fe) planning applications;

(f) Early Enabling Works;

(g) tender activities; and/or

(h) other activities as may be approved by the Authority

undertakenfor-the purpeses-of developing-alOTlundertaken
for the purposes of developing a proposed Load Re-opener
Qutput or proposed CSNP Re-opener Output, or output
otherwise listed in appendix 2 of Special Licenee Condition 3.15
(Pre-Construction Funding Re-opener and Price Control
Deliverable), to the point where all Mmaterial Pplanning
Ceonsents have been obtained and prejectassessmenthasbeen

determined the project is ready to begin construction.

[s§)
(o}

n

means, for the purposes of licence condition Special Licenee
Condition 3.20% (Accelerated strategic transmission investment



Pre Cut-Off Date
Regulatory Fraction

Pre-existing
Transmission
Infrastructure

Prescribed Rates

Pre-Qualification

297 Stage

Pre-Construction Funding Re-opener, Price Control Deliverable
and Use It Or Lose It Adjustment (APCFt)) this means:

(a) surveys, assessments and studies;
b) project design;
(c) engineering development;

(d) stakeholder engagement and consultation;

(e) tasks associated with wayleaves;

(f) planning applications;

(g) tender activities; and /or
(h) other activities as may be approved by the Authority

undertaken for the purposes of developing an ASTI te-the peint
f cubrmissi € 1l ol ] . licati

project to the point where all material planning consents have

been obtained and the project is ready to begin construction;er

Leveloni ASTI | . € cubmissi a1l Ll

has-the meaning giveninthe Pensions RIGsmeans the fraction
used to allocate the proportion of pension scheme liabilities or
costs that relate to the period before the Cut-Off Date, as
determined under the Authority’s pension deficit allocation
methodology.

means transmission infrastructure assets forming part of the
licensee's Transmission System on 1 April 26432026.

medans:

(a) business rates in England and Wales; and

(b) non-domestic rates in Scotland

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

means the stage of an Onshore Transmission Tender Exercise
for the Delivery Body to determine which Bidders are to
become Qualifying Bidders in respect of that Onshore
Transmission Tender Exercise.

means:

(a) busi i Encland and Wales: and

b} (b) i . o Seotland



Price Control
Deliverable

Price Control
Pension Principles

Price Control
Period

Project Assessment
Decision

ot Eli“ f.qm‘ alenttaxor El“?. * Ef.mmg ;hfse. *.HE_ES thatislevied

means the outputs, delivery dates and associated allowances in
Special Conditions 3.2-te, 3.43, 3.6, 3.4-3-9, 3.16,3-14,3:15,
3.20618 to 3.21, 3.25, 3.28 to 3.25:3-2%43-35:3-4639, and 3.4+

44 to 3.52.

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 a document of that name setting out the

EOTAuthority’s decision on an application by the licensee
under Part C of Special Condition 3.18 (Load Re-opener and

Price Control Deliverable (LRt)):

a) on the Load Re-opener Output;-delivery-date.and associated

allowances to be specified in Appendix 21 to Special-Condition
3-43that condition; and

b) on any additional events that are to be considered Cost And
Output Adjusting Events for that 6T

4] lifieati Special Condition3.13 bei !
under-section 11 A-of the AetLoad Re-opener OQutput.

Protection And
Control

PSUP-Selution

means light current equipment used to identify and rectify
faults and provide interface to enable switching on the network.

government:



Qualifying Bidders

has the meaning given in Regulation 2 of the Electricity (Early-
Model Competitive Tenders for Onshore Transmission Licences)
Regulations 2025.

Qualifying Pro; I devel et that affects the logal

RAV

Rebased Baseline
Network Risk
Outputs

Rebasing

Regulatory
Reporting Pack

Recovered Revenue

Regulatory
Financial
Performance
Reporting

Regulatory Year

Related Services

Related
Undertaking

means regulatory asset value.

means a Baseline Network Risk Outputs 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} pendingthe Autherity'sappreval). If
approved by the Authority, the Rebased Baseline Network Risk
Outputs will supersede the Baseline Network Risk Outputs for
the purposes of Special Condition 3.1 (Baseline Network Risk
Outputs).

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

means the reporting process required by Standard Condition
B15 (Regulatory Instructions and Guidance).

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

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

means, for the purpose of Special Condition 3.16 (Advanced
Procurement Mechanism), services provided in connection with
the delivery, installation, or commissioning of the Equipment,
where these services are necessary to ensure or support the

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).



Relevant Duties

Relevant Other
Competitive
Businesses

Relevant Special
Condition

Relevant Valuation
Agency

Relevant Year

Renewable Energy
Zone

Re-opener

means the obligations set out in Special Condition 9.1414
(Restriction on use of certain information).

means the business of:

(a) participating in, or intending to participate in, a competitive
tender exercise to determine a person to whom an offshore
Transmission Licence is to be granted;

(b) an Offshore Transmission Owner;
(c) undertaking carbon capture and storage activities; or

(d) owning or operating an entity participating in, or intending
to participate in, activities which require a licence under section
6(1)(e) of the Electricity Act 1989.

means Special Condition 2.1 (Revenue restriction), together
with such of the Special Conditions of this licence as are
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.

means a year beginning on 1 April of each calendar year and
ending on 31 March of the following calendar year.

has the meaning given to that term by Standard Condition A1l
(Definitions and interpretation).

means the mechanisms created by:

(a) Special Conditions 3.7, 3.8, 3.13,3-1610, 3.3114, and 3.40 to
3.3443; and

(b) Parts €A and BC of Special Condition 3.2 (Cyber resilience
operational technologyyRe-epener;-Price Control Deliverable,
cyber resilience Re-opener, and use it or lose it-adjustment),
Parts A, C, D and BG of Special Condition 3.3 (Gyberresilience

infermation-technelegyResilience Re-opener-and-, physical
security Price Control Deliverable_.and Re-opener), Parts €A and

BC of Special Condition 3.4{Physical-seeurity6 (Decarbonisation
and Environmental Policy Re-opener and Price Control

Deliverable), PartC-of Special- Condition3-6(Netzero-Re-opener

and-Price Contrel Deliverable}, Part C-of Special Condition3-7
N onal 1T C R | PriceC |

Delj ble), Part D-of Special Condition 3.10-(Visuall




Re-opener
Guidance and
Application
Requirements
Document

Resilience
ActivityRetail
PricesIndex

Mitigation Re-epenerParts A, C, D, E and Price-Control
Delj L) L Enl oD cting In Pros

1 }PartCof Special Condition 314 (Medium Sized
) Droi R | PricoC 1 Delj ble),
PartCF of Special Condition 3.15 (Pre-Construction Funding Re-
opener and Price Control Deliverable), Parts A, B, C, D, and BE of
Special Condition 3.27{SE6-assetinterventionl6 (Advanced
Procurement Mechanism), Parts A and C of Special Condition
3.18 (Load Re-opener and Price Control Deliverable), Parts A
and D of Special Condition 3.19 (CSNP Re-opener and Price
Control Deliverable), Part C of Special Condition 3.4620
(Accelerated strategic transmission investment Pre-
Construction Funding Re-opener, Price Control Deliverable and
Use It Or LeseLost It Adjustment}-and-Parts G D-and-E), Part A
of Special Condition 3.4121 (Accelerated strategic transmission
investment Re-opener and Price Control Deliverable}:

), Parts B, C and D of Special Condition 3.47 (NGET Non-Load

Related Major Projects Re-opener and Price Control

Deliverable), Part B of Special Condition 3.51 (NGET V-String

Busbars Re-opener and Price Control Deliverable), Parts B and C

of Special Condition 3.52 (NGET Reactive Compensation Re-

opener and Price Control Deliverable).

means the document of that name issued by the Authority in
accordance with Part B of Special Condition 9.454 (Re-opener
Guidance and Application Requirements Document).

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 measuresphyssse

o “DPDI_A o ndaosz” Ayrip D




Return on means a measure of returns earned by equity investors that
Regulated Equity includes the 'base' allowed return on equity, operational out or
underperformance and financing out or underperformance.

RIGs means the document published by the Authority in accordance
with Standard Condition B15 (Regulatory Instructions and
Guidance).

RIO-1 Material accordance "”.Ehfhe ﬂ"“gllélg. l]'ls;“;‘el*lp;lelsn o |
Equivalent

Output
RIIO-1Netweork means the arrangements established by Special Condition 3H
Innovation {TFheb5.2 (RIIO-2 Network Innovation Allowance) of this licence

Alewanece2 NIA as in force on 31 March 20212026.



RHO-1 Network  means-thenetworkreplacementoutputsassetoutinTablelof

Output Speeial-Condition 2M{Specification-of Network Replacement

0 Y of this i o off, 31 March 2021
RII0-12 NIA means the document issued by the Authority in accordance with
Governance Part EB of Special Condition 3H-{The5.2 (RIIO-2 Network
Document Innovation Allowance) as in force on 31 March 26212026.
RIIO-1 NOM | neio] e 2 ofthed Had
Drinein] N 1O M (NOMs) ve Methodelooy!

bliched by the Authori D ber2018.

RI10-23 Final means the documents published by the Authority on 84

Determinations December 2020-{and-subsequently updated-on3-Eebruary
202132025 setting out the Authority's decisions in relation to

the Price Control Period.

RIIO-23 NIA means the document issued by the Authority in accordance with
Governance Part B of Special Condition 5.2 (RIIO-23 Network Innovation
Document Allowance).

RII0-23 NIA means those projects undertaken by the licensee that appear to
Projects 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).

RIIO-ET1 means the price control that applied to the licensee for the
period of eight years beginning on 1 April 2013.

RIIO-ET2 means the price control that applies to the licensee for the
period of five years beginning on 1 April 2021.

RIIO-ET3 means the price control that applies to the licensee for the
period of five years beginning on 1 April 2026.

Real Price E£f lefined inA iy 1 he ET2

RHO-ET2ET3
Femplate
RPILs

o

PE means Real Price Effects as defined in i the ET3

Price Control Financial Handbook.

%}

Second Transitional means the NESOISOP’s plan for a coordinated onshore and
Centralised offshore network design 'Beyond 2030' published in March
Strategic Network  2024.

Plan (tCSNP2)

Second Transitional means the NESOQISOP’s plan for a coordinated onshore and
Centralised offshore network design expected to be published in 2026.



Strategic Network
Plan Refresh

Security Period

Senior Accounting
Officer

SE6-Alternative
GasSenior

Accounting Officer
Certificate (SA02)

means a period commencing on the date on which any direction
issued by the Secretary of State under section 34(4) of the Act
enters effect and terminating on the date (being not earlier than
the date such direction, as varied, is revoked or expires) as the
Authority, after consultation with such persons (including,
without limitation, licence holders liable to be principally
affected) as it shall consider appropriate, may with the consent
of the Secretary of State by notice to all licence holders
determine.

has the meaning given to that term in Schedule 46 to the
Finance Act 2009, as amendedame

nded from time to time.
Inculati 1 ion-Gas, butd nelud
sulphur-hexaflueride-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

SE6 Intervention

PlanShared Drivers

Shared Services

SIF

SIF Directly
Attributable Costs

SIF Disallowed
Expenditure

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

| e SEG f heT ccion.S - and t]
¥ i 1] . £el | y |

R Cuid | Anplicat R :

Peeumentmeans related reinforcement works on existing or

new substations, overhead linesOHL or cables, which include

significant load and non-load related elements, or other external
interfaces.

means shared corporate services as specified in the Compliance
Statement.

means the strategic innovation fund established by Special
Condition 9.19 (The strategic innovation fund).

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 through Network Charges, Directly Remunerated
Services or the SIF Funding Mechanism.

means any revenue received by the licensee from the ISOP
under the SIF Funding Mechanism that the Authority
determines has not been spent in accordance with the



SIF Funding

SIF Funding
Mechanism

SIF Funding Return

SIF Funding Return
Mechanism

SIF Governance
Document

SIF Halted Project
Revenues

SIF Project
Direction

SIF Returned
Project Revenues

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 ISOP 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.

means the mechanism by which the licensee receives the
amount of authorised SIF Funding in any Relevant Year from the
ISOP, less any SIF Funding Return.

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

means the mechanism which provides for payments to be made
by the licensee to the ISOP, as may be relevant in each of the
following cases 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.

means the document issued by the Authority under Part C of
Special Condition 9.492819 (The strategic innovation fund)

means any revenues received by the licensee from the ISOP
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.

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.

means:

a) revenues received by the licensee from the ISOP under the
SIF Funding Mechanism in respect of an Eligible SIF Project
that the Authority determines have not been spent, and
where that project has been carried out in accordance with



SIF Returned
Royalty Income

Single Appointed
Director

Single-year
Monetised Risk

SONIASIte
Separation

Small Van

SO-TO Optimisation
Governance
Document

SO-TO Optimisation
Solutions

Specified Duties

the applicable provisions of the SIF Governance Document
and/or the terms of the relevant SIF Project Direction; or

b) revenues earned from Eligible SIF Projects by the licensee
other than Returned Royalty Income, that the Authority
determines are payable to customers.

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 member of the managerial board for the licensee, for
the purpose of ensuring the performance of, and overseeing the
duties and tasks of, the Compliance Officer and the licensee’s
compliance with the Specified Duties.

means the Monetised Risk measured over a given one-year time
period.
he dailvyal el I i ht ind ’
: « » .

)
iripnei i .means works to

remove essential domestic infrastructure and, where applicable,
backup power supplies from power stations which are closing

or due to close in the ET3 period.

means a van with a gross vehicle weight of no more than
2,100kg.

means the document issued by the Authority under Part B of
Special Condition 4.76 (SO-TO optimisation output delivery
incentive).

| | : ) | i1 the SO-TO Optimisati
Goevernanee-Document—means solutions, accepted by the
ISOPNESSO in line with the STCP11-4 provision where the

service has been identified as having a positive impact in
assisting the ISOPNESO in minimising costs on the GB

Transmission Network.

means the obligations pursuant to Special Condition 9.48198
(Business separation requirements and compliance obligations)
including Standard Condition B5 (Prohibition of Cross-
subsidies), Standard Condition B6 (Restriction on Activity and
Financial Ring Fencing) and Special Condition 9.47187
(Prohibited Activities and Conduct of the Transmission
Business).



Engagement

Reward

Stakeholder

Ehuasemoent :

Reward the RHO-ET1 stakeholdersatisfaction-eutput)-means a process

GuidanceStage One the licensee follows to confirm that all asset installation

Commissioning activities within its control are completed, and a stagepart one
completion acceptance certificate is issued to the ISOP, as
outlined under procedure STCP 19-4 Commissioning and
Decommissioning.

Standard means operations within the asset’s specification.

Operational

Conditions

Statement of
Transmission
Owner Charges

STC

STCP1L.STCP 11-4
Enhanced Service
Provision

Commissioning and
Decommissionin
SubseaCable

FaultSupply Chain
Constraint

SubseaCable

RepairSystem
Failures

means a statement which the licensee must have in place by
virtue of Special Condition 9.4213 (Basis of Transmission
Owner Charges).

has the meaning given to that term by Standard Condition A1l
(Definitions and interpretation).

means the procedure of that name that is published on the

ISOP's website https://www.natienalgridese.com/
neso.energy/

means eomponentsthe procedure of eireuitsin-the licensee’s

Fransmission-System-that are-installed-inname that is published
on the sea;-ocean-or-otherlarge body-ofwaterISOP's website

https://www.neso.ener

to-that Subsea-Cable:means a disruption or shortage of capacity
within the supply chain that materially affects the ability of the

licensee to secure contracts for the delivery of necessary

materials and services within planned project delivery
timeframes.

| lial les 4] I 1 | )
orreplace-a-SubseaCable that eannot be-operated-inaceordance
th the cireuitdesi ficati | el ford
to-that Subsea-Cable:means failure, or potential failures, as

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

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




Sueeessful Delivery
CO2e

T/€02eTax

Reconciliation

i

—3

ax
ReeconeciliationStra

=t

B

TFaxStrategyTender

Support Activities

Fender-Suppert

Construction
Agreement

Total NIA
ExpenditureFime

Value-of Money
Adjustment

TimelvC :
ObligatiensTotex

Allowance

communications, loss of positioning, navigation and timing
services.

means tonnes of carbon dioxide equivalent emissions.has-the

means the reconciliation between the licensee's Calculated Tax

Allowance and its Actual Corporation Tax Liability as reported
to the Authority in tab R8a of the Regulatory Financial
Performance Reporting RIGS template.ss 2

Medelhas 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.

| | . . | in Schedule 19 |
Einance-Act 2016,as-amended-from-time to-time.means any

activity undertaken by the licensee under or pursuant to Special
Condition 9.212 (Tender Support Activities in onshore

electricity transmission).

iei ission):has the meaning given to that
term in the STC.

| | . . | in the ol  the ET2
Price-Control Einancial Handbeoekmeans expenditure that
satisfies the requirements of the RII0-3 NIA Governance
Document and is partly recovered by the licensee under Part A
of Special Condition 5.2 (RII0-3 Network Innovation
Allowance).

. 1 S lard ConditionD4 E
: 5 h 4.8 in Part 2 of Section D-of the STC{ ]5.
- .means the sum of values under
the headings “VariantTetex allowances” and “Non-variant

allowances” in the "LicenseeSelectlnput” sheet of the ET3 Price

Control Financial Model.




Totex Incentive
Mechanism¥Fetal

NAExpenditure

Totex

Alewaneelncentive

Mechanism Rate
TotexIncentive
MechanismTP
Regulatory Years

TotexIncentive
StrengthType Fault

Towers

Tower Steelwork

i | isfiog ] ) f the RIIO-2
MA-Governance Pocumentand-isparthrrecovered-hy-the
licensee-under-the Special- Condition 52{RHO-2network
innovation-allewanee)means the mechanism within the ET3
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.

meanshas the sum-ofvaluesunderthe heading“Totex
allewanee”value set out in the “nput”sheetTIM tab of the

ET2ET3 Price Control Financial Model.

means a period of twelve months commencing on 1 April at

05:00 and ending on the following 1 April immediately before
05:00. meansthe mechanism withinthe ET2 Price Contrel

—{b})thelicensee’s-actual totex-expenditure:-The first such

Regulatory Year (t=1) commences on 1 April 2026 at 05:00
hours.

hasthevalue 33%

means a defect or failure mode that is common across a specific
asset type, model, or batch, and which may require co-ordinated
intervention across multiple assets to mitigate any potential
harm or damage arising as a result of a defect. This does not
include assets which are within warranty.

means steel structures used to support power carrying
conductors and insulators at a distance.

means the steel members that make up lattice overhead line
Towers.



Transmission Area  means the area that comprises:
(a) England and Wales; and

(b) the subsea corridor within the territorial sea adjacent to

Great Britain or within any Renewable Energy Zone that the

part of the Western HVDC Link owned by the licensee passes
through:;

(C) the subsea corridor within the territorial sea adjacent to

Great Britain or within any Renewable Energy Zone that the
part of the Eastern 1 HVDC Link owned by the licensee passes
through; and,

(d) the subsea corridor within the territorial sea adjacent to
Great Britain or within any Renewable Energy Zone that the
part of the Eastern 2 HVDC Link owned by the licensee passes

through.
Transmission has the meaning given to that term in Standard Condition A1
Business (Definitions and interpretation).
Transmission means those assets solely required to connect an individual

Connection Assets  User to the National Electricity Transmission System, which are
not and would not normally be used by any other connected

party.
Transmission means any asset that is potentially shareable used in the
Connection connection of a User to the Transmission System.

Infrastructure



Transmission
Constraint

Transmission
Constraint Costs

means any limit on the ability of the National Electricity
Transmission System, or any part of it, to transmit the power
supplied onto the National Electricity Transmission System to
the location where the demand for that power is situated, such
limit arising as a result of any one or more of:

(a) the need not to exceed the thermal rating of any asset
forming part of the National Electricity Transmission System;
(b)the need to maintain voltages on the National Electricity

Transmission System; and

(c) the need to maintain the transient and dynamic stability of
electricity plant, equipment and systems directly or indirectly

connected to the National Electricity Transmission System.

means those costs resulting from the licensee’s management of
Transmission Constraints.

Transmission Entry
Capacity

Transmission
Licence

Transmission
Licensee

Transmission
Network Services

Transmission
Owner

Transmission
Owner Activity

Transmission
System

Transitional
servicesAgreement

Tyne Crossing
Project

Ultimate Controller

Has the meaning given to that term in the CUSC.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

has the meaning given to that term in Condition A1 (Definitions)
of the Electricity System Operator Licence.

has the meaning given to that term in Standard Condition A1
(Definitions and interpretation).

has the meaning given to that term in Standard Condition B1
(Regulatory Accounts).

has the meaning given to that term by section 4(4) of the Act.

means the project to replace the overhead line part of the
Transmission System which crosses the River Tyne.

has the meaning given to that term in Standard Condition A1l
(Definitions and interpretation).



Unfair Commercial means any such advantage from a preferential or discriminatory
Advantage arrangement, and for the licensee is in connection with a
business other than its Transmission Business.

Untimelv.Of onoff o other than i , e o)

I 's Tirmelv.C ) Oblications.
Use It Or Lose It means an adjustment to allowances where they have not been
Adjustment spent, or have not been spent in a way that is efficient to:

(a) improving cyber resilience in relation toIT or OT, including
risk reduction or improved status of the licensee’s network and
information systems with respect to CAF Outcomes_and NIS
Regulation 10 (1), (2), (3), and (4) addressing the licensee’s
stated needs to maintain or improve its cyber resilience with
respect to the relevant NCSC CAF Contributing Qutcomes, in
relation to Special Condition 3.2 (Cyber resilience eperational
technology Re-opener-Price Control Deliverable-and-, cyber
resilience Re-opener, and cyber resilience use it or lose it
adjustment);); (use it or lose it (CYUt));

fd(b) the licensee's stated aims of the allowance provided by
Special Condition 5.6 (Netzere-carben-Capital
CoenstruetionCarbon Compensation use it or lose it allowance)
as set out in the licensee's Environmental Action Plan which will
not exceed the allowance provided;

(ec) delivering the outputs associated with ASTI Pre-
Construction Funding in relation to Special Condition 3.4820
(ASTI Pre-construction Funding Re-opener, Price Control
Deliverable and Use It Or Lose It Adjustment); er

(H-the-delivery-ofinterventionsd) delivering load investment
projects in relation to Special Condition 3.32(Civil Related
WoerksRe-opener{CWR)

which-will not-exceedthel7 (Load use it or lose it allowance
provided:); or

(e) incurring expenditure in relation to Special Condition 3.13
(Closely Associated Indirects use it or lose it allowance, CAl).




User

Visual Impact
Mitication Pri
Control
DeliverablesUser

Progression
Milestone

Western HVDC Link

Working Day

means any person (other than the ISOP or a Transmission
Owner) who is authorised to generate, participate in the
transmission of, distribute or supply electricity or who is
included in a class of person or persons which has been granted
an exemption from section 6 of the Act and any person engaged
in the sale or purchase of electricity or who otherwise
purchases or acquires for purchase electricity.

| _deli i 1 all .
: lix 1 to-Special Condition 310-(Visuaki e
R | PricoC I Delj Bl L Enl o D
existing- Infrastructure Projects-allowanee):has the meaning
given to that term in the CUSC. For a distribution project both
the distribution network operator's CUSC User Progression
Milestones and the User's Progression Milestones, as agreed

with the distribution network operator, will apply.

] o weichted ¢ canital fortl

i Lorived by the Authority 1 4]

means the high voltage electric lines and electrical plant which
comprise the following components:

(a) a high voltage direct current cable, the sole purpose of which
is to transmit electricity between the Transmission Area of SP
Transmission Limited and that part of the licensee's
Transmission Area via an onshore and subsea corridor the route
of which extends, in part, outside of Great Britain, the territorial
sea adjacent to Great Britain and any Renewable Energy Zone;

(b) convertor stations at either end of the high voltage direct
current cable described in paragraph (a) above to facilitate the
conversion of power from direct current in the high voltage
direct current cable to alternating current in the National
Electricity Transmission System; and

(c) cables to connect each converter station described in
paragraph (b) above to an appropriate substation in each of the
licensee's Transmission Area and SP Transmission Limited's
Transmission Area as defined in Special Condition 1.1 of their
licence, respectively and that does not transmit electricity for
the purposes of offshore transmission as defined in the Act.

means any day other than a Saturday, a Sunday, Christmas Day,
Good Friday or a day which is a bank holiday under the Banking
and Financial Dealings Act 1971 in any part of the United
Kingdom.



Zero Emission means a vehicle that emits no carbon dioxide or other targeted
Vehicle (ZEV) greenhouse gases at the exhaust.

Special Condition 1.2 Variations to the standard conditions
for the purposes of this licence
Introduction
1.2.1  The purpose of this licence condition is to vary the standard conditions in their
application for the purposes of this licence.

Part A: Modifications

1.2.2  For the purposes of this licence Standard Condition A1 (Definitions and
interpretation) should be read as follows:

(a) by the addition in the definition of “distribution system” immediately after
“any electrical plant” insert "remote transmission assets (owned by the
licensee within England and Wales) operated by such distributor and";

(b) not used;

() in the definition “national electricity transmission system” insert at the end,
immediately preceding the full stop, “but shall not include any remote
transmission assets”;

(d) after the definition of "relinquishment of operational control” insert:

"remote means any electric lines, electrical plant or meters in England
transmission and Wales owned by the licensee which:
assets"

are embedded in a distribution system of an authorised
electricity operator within the transmission area of the licensee
and are not directly connected by lines or plant owned by the
licensee to a sub-station owned by the licensee and

are, by agreement between the licensee and such authorised
electricity operator, operated under the direction and control

of such authorised electricity operator:."



Chapter 2: Revenue Restriction

Special Condition 2.1 Revenue restriction

Introduction
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-to-recoverno-meoere
than-Allewed Revenue.

2.1.2 This condition also establishes the definition of Recovered Revenue (RRt) and
provides the formula for the calculation efthe-term-AR{the-offer Allowed

Revenue term(ARy).

Part A: Licensee’s obligation when settingNetwork-Chargesnotifying Allowed
Revenue to the ISOP

2.1.3  The licensee must, when setting Network-Chargesnotifying the ISOP of its
Allowed Revenue, use its best endeavours to ensure that Recevered Revenue

deesnotexceed-Allowed Revenue.is calculated in accordance with this speeial

condition.

2.1.4 The licensee must, when calculating the value of Allowed Revenue, use the
latest versions of the ET3 Price Control Financial Model and of the ET3 Price

Control Financial Handbook published by the Authority under Special

Condition 8.1 (Governance of the ET3 Price Control Financial Instruments).
2.1.5 The licensee must publish on its website, a copy of the ET3 Price Control

Financial Model containing the value of Allowed Revenue for year t+1 it used
when notifying the ISOP under the STC. This must be done by 31 January in the
yeart.

2.1.6 The licensee must ensure that each copy of the ET3 Price Control Financial
Model remains on its website for at least five years.

Part B: Recovered Revenue term (RRy)

23+421.7 Recovered Revenue (RRt) means the revenue fmeasured-en-an-aceruals

basis}-derivedreceived by the licensee from the provision of Transmission
Network Services (including to any separate business, other than the

Transmission Business) in therespect of a Regulatory Year, after deduction of
value added tax (if any) and any other taxes charged directly by reference to the
amounts so derivedreceived.

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

2152.1.8 The value of ARt is derived in accordance with the following formula:



PI,
AR, = ADJR:+K.R,——— + K, + BRFP, + LAR,

P 12023/24
where:
R; means Calculated Revenue and is derived in accordance with
Part D of this condition;
PI, means the price index term and is derived in accordance with

Part E of this condition;

A—;D;(-IQ—}PIZ023/24 means ADJRcas-issued-to-the licensee by-the-Autherity
pursuantto-paragraph-8.2-10-ef Special Condition 82 {Annual
kerationPrecessprice index term for the ET2-Price-Contrel
Einancial Model)-prior-to-the startof Regulatory Year
tcommencing on 1 April 2023 and is derived in accordance
with Part E of this condition;

K; means the K correction term and is derived in accordance
with Part HF of this condition;-and

BRFP, means the bBase rRevenue forecasting penalty and is derived
in accordance with Part G 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: Formula for calculating Adjusted Revenue (ADJRY)
216 Tl |  ADJR:is derived i il the followine £ 1o

Part E:Part D: Formula for calculating the Calculated Revenue term (Rt)
21+72.1.9 The value of Rt is derived in accordance with the following formula:

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

where:

nn»

FM; means fast money and has the value set out in the ““Revenue-” sheetZ
of the ET2ET3 Price Control Financial Model;

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



nao n»

DPN, means RAV depreciation and has the value set out in the ““Revenue-’
sheet? of the ET2ET3 Price Control Financial Model;

RTN; means return and has the value set out in the ““Revenue”’ sheetZ of the
ET2ET3 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 set
out in the 2“Revenue”” sheet? of the EF2ET3 Price Control Financial
Model;

DRS; means Directly Remunerated Services and has the value set out in the
““Revenue”” sheet? of the EF2ET3 Price Control Financial Model;

ODI; isderived in accordance with Special Condition 4.1 (Total output
delivery incentive performance);

BPI, means the business plan incentive term and has the value seteutin
the ““Revenue”’” sheetZ of the ET2ET3 Price Control Financial Model;.

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

ma nmn»

TAX, means the taxallowance and has the value set out in the ““Revenue®’

sheet? of the EF2ET3 Price Control Financial Model; and )

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

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

“Revenue” sheet of the ET3 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)

23482.1.10 The value of Plt is the arithmetic average value-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:

RPL—ifm < April 2021
CPIH . RPI

[ : = : Ui = Apri CPIH,,
PI, = — GPIHo RRL.— Pl - oo

] CPIH ) ] m-1

Pl —————if m > April 2021
k CPIH
where:
m refers to a year and month;
RPL. means-the Retail Prices Indexforthe yearand-month-m;and

CPIHm means the Consumer Prices Index Including Owner Occupiers'
Housing Costs for the year and month m.



Part H:Part F: Correction term (Kt)

2.1.11 For Regulatory Years commencing prior to or on 1 April 2026, the value of Kt is
Zero.

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

Kt == (ARt—l - RRt_l)‘g—+—Im—+—1715%}(1 + nOTnWACCt_l)
where

AR, For Regulatory Years commencing on or after 1 April
202312026 ARt is derived in accordance with Part C-Eerthe
Regulatery Year commeneing-on1-April 2020-AR+has-the
value- of Allowed Transmission Owner Revenue derivedin
i ith Part B of Special Condition 3A (R L

of FransmissionNetwork Revenue} of this Heenceasintforee
en-31-March-202%;condition;

:RR; forRegulatery Years-commencingon-orafter 1 April 2021
RRE s derived i 1 itk Part B_For the Recyl



v : | April 2020, RRt has the-value-of
Pogulated T ccion R ofined in Part B of

licence-asinforce-on31 March2021:andmeans Recovered

Revenue and is derived in accordance with Part B of this
condition; and

ymWACC, means the nominal weighted average cost of capital and has the

value of SONHAset out in Regulatery-Year-tthe
“AllowedRevenueAR” sheet of the ET3 Price Control Financial

Model.

2.1.13 The value of Kt is in nominal prices.
P :B rRevenue for in nalty (BRFP

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

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

1.15% if BR;_,/BR,_, > 1.08

PI,_
BRFP, = (BR,_; — BR{_;) X ————+ BRFPA,_; X {—1.15% if BR;_,/BR,_, < 0.92
P12023/24 0




BR; means the sum of the terms FM;, DPNt, RTN: and PT: set out in Part
D;
BR; means the sum of the terms FMt, DPNt, RTNt, PTt set out in Part D
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 2.1.16.

2.1.16 The Authority will, following discussion with the licensee, direct a value for

BRFPAt 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.

22-5—Where the Authority netifies-the licensee-thatithas-decided-to-undertake-atax
review-and-given-the reasensforis satisfied that deecision, the licensee-must:

dlfferences between the heensee—s—Ga%eeﬂ-ated—’Fa*A—Hewaﬁeevalues of BR¢

and its-Actual Corporation Tax Liability and submita report toBR, were for
reasons outside the Authority;

{b}e&%y@&t—anyreasonable s{eps—spee}ﬁed—bycontrol of the llcensee! the

22-72.1.17 Whatprocesswill-the- Autherity follow-in-making may issue a direction?
under paragraph 2.1.16 before the licensee has finalised the calculation of
Allowed Revenue for Regulatory Year t+1. 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.

22-82.1.18 Before making a direction under paragraph 2.2-6;1.16 the Authority will
publish on the Autherity'sAuthority’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-may-be-made, which will aretbe lessthanup to 28 days_unless the
Authority determines that a longer period is appropriate.

2.1.19 The value of BRFP:is in nominal prices.

Special Condition 2.2 Tax allowance adjustment (TAXA:)

Introduction

221 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).

2.2.2 The effect is to adjust Calculated Revenue, if required, and in accordance with
Chapter 6 of the ET3 Price Control Financial Handbook.

2.2.3 It 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 The Authority may undertake a tax review in accordance with Chapter 6 of the
ET3 Price Control Financial Handbook.

2.2.5 Where the Authority notifies the licensee that it has decided to undertake a tax

review and gives the reasons for that decision, the 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-GDET3 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) provide 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's Calculated Tax Allowance

and its Actual Corporation Tax Liability; and

(b) carry out any reasonable steps specified by the Authority or the

Appropriately Qualified Independent Examiner for the purposes of the tax
review.

2.2.6  Following completion of the review the Authority may direct an adjustment to
the value of the TAXA: term if required, in accordance with Chapter 6 of the ET3
Price Control Financial Handbook specifying the Regulatory Years to which that
adjustment relates.




P B: The pr for makin irection

2.2.7 Before making a direction under paragraph 2.2.6, the Authority must 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) astatement setting out the period during which representations on the

proposed direction may be made, which will be up to 28 days unless the
Authority determines that a longer period is appropriate.

Special Condition 2.3 Return Adjustment (RTNA)

Introduction

2.3.1

2.3.2

2.3.3

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

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

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

Part A: Undertaking a review of Operational Performance

2.3.4

2.3.5

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

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 EF2ET3 Price Control
Financial Handbook.

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

2.3.6

where:

The value of RTNAt is derived in accordance with the following formula:
RAVL, - (1 -G)
RAVL, - (1—-G)

RTNA; = RTNR - —5555731

e RV -6
t=y2025/26 2026/27

RTNR means the return adjustment for the licensee over the Price Control
Period, derived in accordance with paragraphs 2.3.7 and ;2.3.8,;

RAVL; means the RAV value for the licensee and has the value derived in
accordance with the ET2ET3 Price Control Financial Model; and

G means notional gearing, and has the value of 55%.



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:

2025/26
RTNR = %R—A—‘Lbz—él—@— .

£=2021/22
Y3067 RAVL, + (1= G) -

(=MAX(MIN(OPP,T2) —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 ET2ET3 Price Control Financial Model;

G means notional gearing, and has the value of 55%;

OPP 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 ET2ET3 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%.

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

_ ©2030/31
——TNR = 32505 2, RAVL, -(1—G) -

(MAX (MIN(=OPP,T2) —T1,0)-AR1 + MAX(—OPP —T2,0)-AR2)

where each term has the meaning given in paragraph 2.3.7.

P : The pr for makin irection

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 retbe lessthanup to 28 days-unless the Authority
determines that a longer period is appropriate.

2.3.10 Adirection under paragraph 2.3.5 will set out the value of the RTNAt term and
the Regulatory Years to which that adjustment relates.



Chapter 3: Totex Allowance adjustments

Special- Condition-3-2Special Condition 3.1 [Not Used]













Special- Condition-3-3Special Condition 3.2 Cyber resilience

operationaltechnology Re-opener;Price Control Deliverable, cyber
resilience Re-opener, and cyber resilience use it or lose it

adjustment(CROTand CROTREy(CY;, CYRE;, CYU)

Intreductionintroduction

3343.2.1 __ The purpose of this condition is to calculate the terms EROT:CY: (the cyber
resilience OF-baselinePrice Control Deliverable term}-and-EROFRE:), CYRE: (the
cyber resilience 0F-noen-baseline-termRe-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 establishThe effect of this condition is to:

(a) specify in the Cyber Resilience ©FBaseline Allowances Table_(in Appendix 1) the
cyber resilience baseline allowances;

(b) establish-the-Cyber Resilience-OT-PCD-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);4n-the

3 h-specify
the assoc1ated allowances for the cgber re5111ence use it or lose itin the Cyber
Resilience ©TPEDBUIOLI Allowances Table;_(in Appendix 4);

PriceC | Period:



(d) establish-establish that the allowances for BHQLL use it or lose it have achieved the

intended cyber resilience in terms of needs;:

(e) establish a Re-epenersopener mechanism for the licensee and the Authority to
trigger amendments to the Cyber Resilience OF BaselineRe-opener Allowances Table

(in Appendix 3) and the Cyber Resilience ©FPCD Fable-TablePrice Controel

Deliverables, durlng the Price Control Period; and

(f) provide for a Use It Or Lose It Adjustment; and

(g) provide for an assessment of deliveryunder-this-condition, includingaUse 1t OrLose
K-Adjustment-the Price Control Deliverables.

3333.2.3 This condition also sets out the process the Authority will follow when

directing any changes under paragraphparagraphs 3.2.816; 3.2.16,-erl11{€},
3.212,32.14and 3.2.15321-3212 32 17 and 3218 Dart L and E

Part A: Formulae for calculating the cyber resilience OFbaselinePrice Control

Deliverable term (CROT:CY}), the cyber resilience Re-opener term (CYRE:) and
the cyber resilience OT-non-baselineuse it or lose it allowance term

(CROTRELCYU:)

3343.2.4 The value of EROT:LYt is derived in accordance with the following
formulas;

GROT=CROTA—CROTRA;
(Y= CYA - CYRA:

where:

CROTALYA: meanshas the allowaneesvalue set out in the Cyber Resilience
OT Baseline-Allowances Table as-amended-asaresultof

. . h 3.2 11 (d)gA ix1):
and

CROTRA:.CYRA: has the value zero unless otherwise directed by the Authority
in accordance with PartEparagraph 3.2.16 3217

33-53.2.5 The value of EROTRE:CYREt is derived in accordance with the following
formulas;

CROTRE, = CROTO —CROTRO;
——CYRE; = CY0: - CYRO:

where:

EROTOLYO: means has the alloewaneesvalue set out in the Cyber Resilience

Re-opener Allowances Table directed by the Authority as
amended-as-a result of the circumstances set out in

paragraphsparagraph 3.2. 3 H{a}te{e}and{){ii}9 3210; and




CEROTRO:CYRO: has the value zero unless otherwise directed by the Authority in
accordance with PartEparagraph 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 outin 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 licensee funded to deliver?

33:63.2.7 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.

33-73.2.8 The licensee must take all reasonable steps to deliver the outputs in
accordance with, and by the delivery dates specified in, the Cyber Resilience 8F
PCD Table.

Part C: Requirement-to-submit-a-The Cyber Resilience OT-Plan-and-Re-opener

UIOLI Allowances Table specifies the allowances for a




thel : I and iné : "

to-CAE Outcomes:and

33313.29 explainingprojects the licensee is funded to deliver where the basis-efthe
cateulationstoramy-amendmentsrequested-toatllowaneesandassociated costs

are uncertain.

Part D:Part C: Cyber Resilience OT-Re-opener

3-3123.2.10 This part establishes a Re-opener fer-€¥0: that may be used where there
are:

(a) new activities, including new technology, capable of improving cyber resilience-in
relatiente-O7T, 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-0F, that
take the licensee outside of its organisational risk appetite;—and which require the
licensee to undertake significant new activities to address; or

fe}-changes to statutory or regulatory requirements relatingor guidance to
cyber resilience-inrelationteo-0T;-or

(&) 6 ired to:
fe}(c) existing-outputs,delivery-dates, oral-lew&nees—set—as—paﬁ—ef—R—I—L@-Z—Fl-m%

Determinations:-erwhich require the licensee to undertake significant new activities

to maintain compliance with the requirements;

3-3333.2.11 The licensee may enlyapphyrenlyapply to the Authority for ehangesunder

thischangesa direction amending allowances in the Cyber Resilience Re-opener

Between25January-2023Allowances Table and 34 january2023;-erthe Cyber
Resilience PCD Table underthis Part € Re-opener Bbetween 1st April 2028 and

8th April 2028, and during such other periods as the Authority may direct.

331443.2.12 The Authority may instigatedirect changes under this RePart CRe-opener
at any time during the Price Control Period where it has become aware of

circumstances set out in paragraph 3.2.33-10.

33453.2.13 An application under paragraph 3.2.4210 32-f must be made in writing
to the Authority and must:

(a) give details of the circumstances referred to in paragraph 3.2.119 32210 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 0T Baseline- Alowances Table-or-the

CyberResilienee-OTF-PCD Table;



(c) explain how any amendments or additions requested would improve cyber
resilience-inrelationte-OF, 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; and

(e) explain why the proposed allowances are economically efficient; and
fe}(f) _provide such detailed supperting-evidence to support (a) to (e) as is reasonable

in the circumstances.

331463.2.14 An application under paragraph 3.2.4210 3=2-L must:

(a) relate to circumstances of the type referred to in paragraph 3.2.44+that9 3210

which could not have develeped-sineebeen reasonably provided for on the date the
licensee submitted its Cyber Resilience 8T-Plan-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 2023+
2026.

3-3:37—The Authority maywill only makedirect changes under this Re-epener-by

3.2.15 Part C where an application is made by the licensee under paragraph 3.2.10:
(a) whereif a circumstance in paragraph 3.2.119 3210 exists;5; and;
(b)i i

the requlrements in paragraphs 3.2.14411 8=2=1% and 3 2 1512 3=2=1=4- have been met;

EL

{e}ifat any time during the relevanteireumstanceis-thatsetoutinparagraphs
3211 {a}er{b);Price Control Period where the-additienit has become aware

(c) iftherelevanteireumstaneeis-thatcircumstances set out in paragraph 3.2.434€},9.

fe)-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

3:3183.2.16 iftherelevanteireumstanceisthatthe circumstances set out in paragraph
3.2 3H{d}, whereachange toan-existing outputisjustified:-9.



3.3193.2.17 A direction under this Part_C:

(a) may adjust will add allowances in the Cyber Resilience OTBaselineRe-opener
Allowances Table and the Cyber Resilience PCD Table as a result of circumstances
set out in paragraph 3.2.3Hd}i};-9 3218;

fe3(b) may modify the text in Appendicestand-2€Cyber rResilience Re-opener

aAllowances £Table to amend the date of publication of the documents containing

the E€yberResilience-OT Baseline-AllowaneesTableeCyber ¥Resilience Re-opener
aAllowances £Table and the €yberResilience-OFeCyber Resilience PCD Table;

fe3(c) will set out the value of the EROTA-and-CROTOterms, where these-are being
adjusted;-and-CYOr; and

fe}(d) must be confined to costs incurred or expected to be incurred on or after 31st
April 20214-2026.

PartE:Part D: Assessment of delivery under this condition (CROTRA:CYRA:,
CYRO: and CROTRO:CYRAU})

3-3-:20—The Authority will-direeta-value for CROTRA-and- CROTRO+whereeitherofthe
ollowing i o

33:213.2.18 an-adjustment, in accordance with the the-assessment principles set out in
PartA-efSpecial Condition 9.3 (Price Control Deliverable assessment principles
and reporting requirements), consider directing a value for CYRA: or CYROs,

where the licensee has not Fully Delivered an output in the EyberResilience
OFeCyber rResilience PCD Fable;£Table.

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

appropriate.

P E: r Rresilien Pri ntrol Deliverable Rr in
Rrequirements

33:223.2.20 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;



fe3(b) a summary of developments against the outputs in the Cyber Resilience 8FPCD
Tabler£Table;

f3(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 , including risk reduction-and-impreved-status-of the
















(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.

34:203.2.21 Unless the Authority otherwise directs, the licensee must send reports
under paragraph 3.2.18 32219 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-uneertain-investment
from allowances for use it or lose it has contributed to activities intended to

maintain or improve its cyber resiliencejpesture.

3.2.23 The report under paragraph 3.2.20 mustlicensee shall provide to the Authority
fellewa qualitative report that:



(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 HHQLL 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 B19Lt 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.

34.213.2.26 The Authority mav consider the reports provided under this Part £his

infermation for the purpose of monitoring and-evaluatien and in making aany

direction? under paragraph 3.2.17. i ingi
7}. | | of 4] . | o

P : Wh r will the Authority follow in makin irection?

34-223.2.27 Before making a direction under paragraph 3.3-8,3:2.153,3.2.14 3.2.17
3.2.16;or 3.2.17 3218, the Authority will send to the licensee:

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

(c) aastatement setting out the period during which representations may be made on
the proposed direction, which will retbe less-thanup to 28 days_unless the Authority

determines that a longer period is appropriate.
3:4.233.2.28 A direction under paragraph 3.3-182.16% will set out:
{b3(a) the value of the ERITRACYRA: and ERITROterm, CYRO¢, terms, and the

Regulatory Years to which those adjustments relate; and

fe}(b) _the methodology and data that has been used to decide the delivery status and
value of any adjustments to the ERFFRACYRA¢, and ERIFROCYRO: 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

b) the data that has been used to decide the i value
of any adjustments to the CYRAU: term.

Appendix 1

Title and publication date of document containing the Cyber Resilience 1T Baseline
Allowances Table

Title Publication Date

RII0-23 Final Determinations - NG-Greup 3-Eebruary20214th December 2025
FENGET Cyber Resilience {REVISED}

Appendix 2
Title and publication date of document containing the Cyber Resilience IT-PCD
Table
Title Publication Date

RIIO-23 Final Determinations - NG-Greup 3-Eebruary20214th December 2025
FENGET Cyber Resilience {REVISED}

Appendix 3

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

B \ ! hiel \ iated iod \ i
be submitted from-31January 2022-te enPublication Date
3Hjuly 2026Title

34HjubyRI10-3 Einal Determinations Re- 1 Oetoberto-31+-MarehN/A — Not yet
opener Decision - NGET Cyber Resilience published
3Hanuary 1 April to 30 September

A ndix 4

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

Title Publication D

RIIO-3 Final Determinations - NGET Cyber 4th December 2025
Resilience




A ndix

Report submission dates and the associated periods to be reported onPhysieal

.
Dates each year by which reports must be Associated periods to be reported
submitted to the Authority on
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-3-5Special Condition 3.3 Resilience Re-opener

and-Price Control-Deliverable{physical security PCD and Re-
opener (RESRE;, PSUP: and PSUPRE;:)

3.543.3.1 The purpose of this condition is to calculate the terms PSUPt (the-physical
security Price Control Deliverable term}-and), PSUPREt (the-physical security

Re-epenerreopener 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:

3.5:2—Theeffectof this-conditionisin relation to:

(a) establish the physical security PED-Fable,which-speeifiesPrice 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 Appendix 2;

i, establish a Re-opener mechanism for the licensee and the
Authority to trigger amendments to the Physical Security PCD Table
during the Price Control Period; and

Hiiv. 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

3.5:33.3.3 This condition also sets out the process the Authority will follow when

direetingmaking any changes underparagraph-3-4-74to Appendix 2 and 3411+
or-3-4-12- 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 RESREt)

3-543.3.4 The value of PSUP: is derived in accordance with the following formula:
PSUP, = PSUPA; — PSUPRA,
where:

PSUPA: means the allewanecesum-ofbaseline allowances in the
PhysiealPphysical Security Baseline Allowances Table_in Appendix 1;
and

PSUPRA: has the value zero unless otherwise directed by the Authority in
accordance with Part E.

3-5:53.3.5 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 aresultof
Re-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 is derived in accordance with the following formula:
RESRE, = RESO, — RESRO,

where:

RESO: the sum of allowance determined by Authority in accordance with
Part G; and

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?

3.5:63.3.7 The Physical Seeurity PCD-Table speeifiesthe-eutputsAppendicesx 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

3-5-73.3. The licensee may apply to the Authority for a direction amending the

physical 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. i i it i




3.3.9  The licensee may only apply to the Authority under paragraph 3.4-7Between25
Janwary3.8Z between:

(a) 1 April 2028 and 3Hjanuary-in-year20624,8 April 2028; and
f23(b) 1 April 2030 and 8 April 2030; or

{53}(c) during such laterother periods as the Authority may direct.

3-5:8——An application under paragraph 3.4-7must3.8Zmust be made in writing to the
Authority and ineludestatements:

3.3.10 settingset out:

(a) the 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;

(c) setting-eut-any amendments requested to the outputs, delivery dates or allowances
in the physical security PCD Table;

(d) explainingan 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.

3-5:93.3.11  An application under paragraph 3.4-73.8Z must:

(a) only relate to changes to the scope of work thelicensee-isrequired-to-carry-out

under-the Physical Seeurity Upgrade Programmewhich take effect on er-after 9
December 201928 June 2024 and which the hcensee is requlred to carry out under

the Ph sical Security Upgrade Programme;

(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 2021+
2026.

3-5403.3.12 The Authority will-alse-consider-directing-amendmentstomay amend the
outputs, delivery dates or allowances in the-Physical Seeurity PED
TFableAppendix 2 by direction without an application being made under
paragraph 3.3.7 where there have been changes to the scope of werkworks the

hcensee is requlred to carry out under the physieal seeuritypregramme to-be

d d-by U ove DYoo es Physical Security Upgrade

Programme tha t:



(a) have been mandated on or after 9-December 204928 June 2024; and
(b) relate to costs incurred or expected to be incurred on or after 1 April 26212026.

Part E: Assessment of the physical-seeurity-Price Control
DeliverableDeliverables (PSUPRAt, and PSUPROt.and RESROt )

3.5-443.3.13 The Authority will, in accordance with the the-assessment principles set
out in Part A of Special Condition 9.3 (Price Control Deliverable assessment
principles and reporting requirements), eensider-directing-a-value for PSHPRA:
andPSUPRO:and where the licensee has not Fully Delivered an output as
specified in Appendix 2_or 3, direct a value for PSUPRAt and PSUPROt, and

RESROt.

Part F: What process will the Authority follow in making a direction?

3-5123.3.14 Before making a direction under paragraph 3.4-7-3.4-3128%, 3.3.1234% or
3.4423.1312, 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 aet be up to 28 days unless the Authori
determines that a longer period is appropriate.

3-5433.3.15 A direction under paragraph 3.4-7e¢3.4-4187or 3.3.1234% will:

(a) set out in full the physical security PCD Table in Appendix 2 as amended; and
(b) replace the text in Appendix 2 with the title and publication date of the direction.

3-5443.3.16 A direction under paragraph 3.4-123.1332 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 PSUPRA: and PSUPROt terms.

for m

3.3.17 This Part establishes the Resilience Activity term cost Re-opener, which is set
out in Appendix 3.

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 out in 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 11A of the

3.3.24 The licensee must report to the Authority on delivery of the outputs specified in
Appendix 3 in accordance with Special Condition 9.3 (Price Control Deliverable

assessment principles and reporting requirements).

Appendix 1

Title and publication date of document containing the Physical Security Baseline
Allowances Table

Title Publication Date
NGET Redacted 47 August2021Date most recently
Information Document shared with the licensee by the
Authority
Appendix 2

Title and publication date of document containing the Physical Security PCD Table

Title Publication Date

NGET Redacted Information Document 17 August-2021Date most recently
shared with the licensee by the
Authority

Appendix 3NetZero
Resilience Activities: Outputs, Delivery Dates, and Allowances

Site Reference Output Delivery Date Allowance (£m)
N/A N/A N/A 0.00




Special Condition 3.4 Not Used
Special Condition 3.5 Not Used

Special Condition 3.6 Decarbonisation and Eenvironmental Pgollcl
Re-opener Development Fund use it or lose it allowance (RDF:and
Price Control Deliverable (DEPt)

Intr ion

3.6.1 IntreduetionThe purpose of this condition is to calculate the term RBE:DEPt

(the NetZereo-AndBdecarbonisation and Eenvironmental Ppolicy Re-opener
DevelopmentFund-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 a Net Zero
DevelopmentsDevelopment or an Environmental Development;
(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.

1. Thisis an evaluative PCD.

3.733.6.3 This condition also explainssets out the process the Authority will follow

when making any changes under this condition.

Part A: Formula for calculating the net zeroBdecarbonisation and
Eenvironmental Ppolicy Re-opener term (NZ:DEP;)

34£43.6.4 The value of NZ:DEP: is derived in accordance with the following formula:

NEL—=NZO—NZRO:
DEP: = DEPRO: - DEPROR:

NZODEPRO¢ means the sum of allowances in Appendix 1; and

NZRO: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 DEPROR: value, while a positive
adjustment should be represented as a negative value.

Part B: What is-the licensee is funded to deliver?

3.7453.6.5 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.

Part C: Net ZeroDecarbonisation and Eenvironmental Ppolicy Re-opener

£-63.6.6 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; and

(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.

3-773.6.7 The Authority may make modifications under this Re-opener at any time
during the Price Control Period.

3-783.6.8 The following modifications to the licence may be made under this Re-
opener:

(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.

3.793.6.9 Any modifications made under thisthe Re-opener in this Part C will be
made under section 11A of the Act.

Part D:-Assessment of the Price Control Deliverable (NZROy)




Price Control Deli ble (NOITRE)
DEPRORintreduction







Part D: Assessment of the Price Control Deliverable (NOITROx)

3-8313.6.10 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 NOITRO:DEPROR:

where the licensee has not Fully Delivered an output in Appendix 21.

Part E: WhatThe process will-the-Authority follow-in-for making a direction?

3-8323.6.11 Before making a direction under paragraph 3.6.103-%46,3-+10-er 3- 714,
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 retbe less-thanup to 28 days_unless the Authority determines thata
longer period is appropriate.

3-8433.6.12 A direction under paragraph 3.6.103-%6-er3-7~10 will set out-any
amendments-to-Appendices 1and 2.

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the NOITRO:DEPRORE%: 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 adjustment to the NOITRO:DEPRORE: term.

Appendix 1
Tetal Nen-operational I T-CapexRe-opener-allowance (£m)

Regulatery Year

2021/22 2022/23  2023/24  2024/25  2025/26  years

opener
Alewanee
Appendix-2

Neon Operational I'T-CapexDecarbonisation and Eenvironmental Ppolicy Price
Control Deliverable (Em)_per Regulatory Year

projeet date-  2- 4- 5 6- =

NOITRE |Qutput Delivery 2021/2[2022/22023/2[2024/2 2025 /2 [ Total
3
o




on1- interface-to-allow
outputsand
from-atleast-three
loperational seurees-

on-2- interface-to-allow

lucti bwithoaf onal " I
on3- Hterfacetoatlow
ffici . ¢






Output Delivery 2026/27 2027/28 2028/29 2029/30 2030/31 Total

date
N/A N/A 0.00 0.00 0.00 0.00 0.00 0.00

Special Condition 3.7 Digitalisation Re-opener (DIGIt)

Introduction

3.7.1 The purpose of this condition is to calculate the term DIGI: (the Digitalisation

Re-opener allowance term). This contributes to the calculation of the Totex

Allowance.

3.7.2 The effect of this condition is to establish a Re-opener for the licensee and the

Authority to trigger amendments to the value of DIGI: during the Price Control
Period where there is a change in requirements for digital or data services from
the government or the Authori iti ibiliti

meterineg-or an advancement of Mature Innovation projects.

3.7.3 This condition also sets out ins the process the Authority will follow when
directing making any changes under Part A or Part C of this condition. as-a
result of 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 Appendix 1 where the licensee incurs or expects to incur costs

that result in Allowed Revenue Adjustment that exceed the Materiality
Threshold as a result 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

(b) a re-tendering of the smart metering system resulting in additional roles or

responsibilities for the licensee with regards to the smart metering system; 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 Appendix 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: te
the value of DIGH:

(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

licensee must, when making an application under the Digitalisation Re-opener,
send to the Authority a written application that:

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
allowanees and the relevant profiling of the term DIGIt these allewanees; 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 paragraphs 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-Appendix1 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 erEwhere:

(a) a circumstance in Part A exists; and

(b) inrespectofanapplication-underPartA; 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 to-the
licensee-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
alonger 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

Digitalisation Re-opener allowances (DIGI:) witheut Evaluative Price Control
Deliverables by Regulatory Year (£m)

26/27 27/28 28/29 29/30 30/31 Total
allowance
(all
years)
DIGI¢ 0.0 0.00 0.00 0.00 0.00 0.00

Special Condition 3.8 Coordinated adjustment mechanism Re-
opener (CAM;)

Intr ion

394111 The purpose of this condition is to calculate the term CAMt (the
coordinated adjustment mechanism term).=Fh € A

theTotexAllowanee.

3.8.1 This contributes to the calculation of the Totex Allowance.

3.9:23.8.2  The effect of this condition is to establish a Re-opener triggered-byfor the
licensee_and Authority to trigger amendments this-eenditionto CAMt 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.

3.9:33.8.3 This condition also explains the process the Authority will follow when

directing any changes as a result of thethis Re-opener.

Part A: What costs are within scope of this Re-opener?

3:943.84  The licensee 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 C:Part B: How to make an application

3.9.63.8.5 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 dees-deliverdelivers 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
that adjustment relates;

(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 including cost benefit analysis, impact
assessments, risk mitigation, and engineering justification statements as set outin
the Re-opener Guidance and Application Requirements Document as is reasonable in
the circumstances; 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.

3.9.73.8.6 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
20212026.

P : Authority tri red Re- ner

3.8.7 The Authority will also consider directing modifications to this licence and that

of the Partner Licensee without an application being made under paragraph
3.8.4 where:

(a) the ISOP 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 detail adjustments to outputs and allowances as detailed in Part B.

Part D: What process will the Authority follow in making a direction

3.9.83.8.9 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

fa3-a period during which representations may be made on the proposed direction,
which will ¢he he ed-ci on;

c) be up to 28 days unless the Authority determines that a longer period is appropriate.
3:9.93.8.10 The direction will set out:

(a) any adjustments to the PCFM Variable Values of this licence and that 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 that of the Partner Licensee.

Special- Condition-3-10Special Condition 3.9 Wider

worksOperational Ftransport Eemissions Rreduction Price Control
Deliverable (WAALOTE:)

Introduction

3-1013.9.1 The purpose of this condition is to calculate the term WW.:OTE: (the wider
worksQoperational Ftransport Eemissions Rreduction Price Control Deliverable
term). This contributes to the calculation of the Totex Allowance.

3-16-2—This condition specifies the eutputs,-delivery-dates-andassociated-allowances

for the Price Control Deliverable:

3-1033.9.2 Thiscondition-alse-explains-and the preecessreduction in allowances if the
Autherity will feloew-when-assessinglicensee does not deliver the Price-Contrel
Peliverable-target volume of Zero Emissions Vehicles (ZEVs).

Part A: Formula for calculating the wider-worksoperational transport carbon
reduction Price Control Deliverable term (WW:OTEt)

31043.9.3  The value of WWLOTE: is derived in accordance with the following
formula:

WA —=WANVA—AR:



OTE, = (Z OTEU,, x min(OTED,,, OTEV,)

where:

OTEA:

Y OTEA,

WWAQTEVn

WWR.OTEDn

S
o
=

I=

OTEA,
Y OTEA,

n=1

means the allowance set out in Appendix 1;

means the total Qoperational Ftransport Eemissions Rreduction

allowance for the Price Control Period;

means the sumtarget number of allewaneesvehicles for each
vehicle category greup n and set out in Appendix +;-and2;

| | | _unl ] ico di 1 by the Authorit |
acecordance-with-Part C:means the number of vehicles for each

vehicle category greup n the licensee delivers as of 31 March
2031;

means the vehicles category allowed unit costs, as set out in

Appendix 2; and

means the vehicles category, as set out in Appendix 2.

Part B: What is the licensee funded to deliver?

310.5—Appendixtspecifiesthe-outputsthat The licensee is funded to deliver;the
delivery-dates-the target volume of annual lease payments vehicles for these

fe}aperiod-during-vehicle in vehicle category n Operational Transpert
WW%%W%




3-16-103.9.4 -thevalue-ofthe WWR-termand-the Regulatery Yearsis available to which

thatadjustmentrelates;andthe licensee for its operations during the price
control period specified in Appendix 2 by 31 March 2031.







WYT1) to-Sunden;a
new-bus
couplerand
three new
baysat
Wymendley
substation:
control 319MW March  InformationDocument
device-along 2025
Blyth-te
Fynemouth-te
Blyth-te
South-Shields
NOA-Code:
NEP1)
control March  InformationDocument
device-along 2024
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Appendix 1VisualHmpact
Mitiaati

Operational Transport Emissions Reduction PCD allowance (£m)

Network 2026/27 2027/28 2028/29 2029/2030 2030/31 Total

Allowance

1.49 23 1.90 8.44

=
op)]
ey
—
—
o
i~
=
Y
oo}

A ndix 2

Target number of eleetrie vehicles ZEV purchases and units costs

Vehicle category (n) Target numbers OTEV,, Allowed unit cost
Network (£),0TEU,
NGET NGET Redacted
— Medium ¥Van (ZEV) 393 Information Document
NGET Redacted
Large ¥Van (ZEV) 45 Information Document
NGET Redacted
4x4 (ZEV) 410205 Information Document

Special-Condition-3-41Special Condition 3.10 Nnon-Lload Re-
opener and Price Control Deliverable and-Enhancing-Pre-existing

Infrastructure Projects-allowance (VIMREand-EPI(NLR;)

Introduction

3.10.1 The purpose of this condition is to specifyset the terms VIMRE(value of the
VisuaHmpaetMitigationterm NLR: (the Nnon-Eload Re-opener term). This

contributes to the calculation of the Totex Allowance.




331.23.10.2 The effect of this condition is to:




(a) thelicensee’s-objectivesfor-delivering Visual- lmpaet Mitigatien-Price Control
Deliverables and-Non-Technical MitigationPrejects; for the relevant non-load Re-
opener terms including hew-these have beeninformed by the licensee’sstatutory
duties-and-stakeholders’viewsthe associated delivery dates and allowances

specified in Appendices 1, 3 and 4;




(b) specify the licence obligations relating to the relevant non-load Re-opener terms

including the associated delivery dates and allowances specified in Appendices 2 and
" |

(c) establish the Nnon-Eload Re-opener that may be triggered by the licensee or the

Authority in respect of qualifying Non-Load Related Expenditure;

(d) set the formulae for calculating the relevant non-load Re-opener terms that make up
NLRt; and

(e) establish the application requirements, and the process the Authority will follow
when determining the value of terms set out in Appendices 1-56.




Part A: The val f the Non-L Re-opener term (NLR

3.10.3 The value of NLRt is derived in accordance with the following formula:

NLR, = NLR_BASE, + NLR_FAULT,+ NLR_LSC, + NLR-COR+ NLR_RES,
+ NARMCP,

where:

NLR BASE:

Yeartis derived in accordance Wi the formula s ecified in
paragraph 3.10.4;

NLR FAULT: means the sum of allowances specified in Appendix 2; for

NLR LSC: means the sum of allowanees in Appendi or Raoula :
Yeartis derived in accordance with the formula specified in
paragraph 3.10.5;

NARMCP: means the sum of allowanees in Appene Raoylg :
Yeartis derived in accordance with the formula specified in
paragraph 3.10.6.

MR COR:

NLR RES: means the sum of allowances specified in Appendix 56 for

Regulatery Yeart

Part B: Formula for calculating the non load Re-opener allowance terms

(NLR_BASEt, NLR_LSC:, NARMCPYt)

3-1413173.10.4 The value of NLR_BASEt is derived in accordance with the following
eriteriaare-metformula:

the inerease-ordeereaseinexpenditureNLR_BASE, = NBAt — NBAA,
where:

NBA: means the sum of allowances specified in Appendix 1; and

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

accordance with Part .

fe}-The value of NLR_LSC: is expected-to-be-efficientlyincurred-orsaved;-or




Part G- A £ Visuall ¢ Mitiaation Price C L Deli bl
(VIMRO:

3-11213.10.5 The Authoerity-willderived in accordance with the assessmentprineiples
et outin-PartA-of Special-Condition-9-3-{Price Control Peliverable-assessmen

I following formula:

Part H: Authority! ‘ i iroct;
NLR_LSC, = LSCA, — LSCAA,

where:

LSCA: means the sum of allowances specified in Appendix 3; and



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

accordance with Part L

3.10.6 The value of NARMCP: is derived in accordance with the following formula:
NARMCP, = NARMA, — NARMAA,

where:

NARMA: means the sum of allowances in vear t specified in Appendix 4; and

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

accordance with Part 1.

Part C: What is tThe scope of the licensee triggered terms under this Re-
opener

3.10.7 The licensee may apply to the Authority for a modification to the values in
Appendices 1-4 i as follows:

(a) To adjust the information contained within Appendix 1, in respect of projects which

originally had load and non-load drivers where the ISOP has confirmed that the load-
related driver no longer applies and a non-load driver remains or where the licensee
can provide sufficient evidence to the Authority that the load-related driver no
longer applies , in respect of any RIIO-ET3-project baseline-approved as part of Final

Determinations or any project approved by the Authority under Special Condition
3.17,3.18,3.19 or 3.21; or

(b) To adjust the information contained within Appendix 2, in respect of projects where
the licensee has identified a Type Fault and the Type Fault is not otherwise funded
under existing RIIO-T3 allowances; or

c) To adjust the information contained within Appendix 3, in respect of new or
amended legislation which has been enacted or regulations which have been made
that relate to legal and safety compliance and affect the licensee’s assets or
operations where compliance requires adjustment in value or operational changes

not otherwise funded under existing allowances; or

(d) To adjust the information contained within Appendix 4, in respect of NARM

Crossover Projects where the licensee considers the allowances, outputs, and

delivery date, as determined by Authority through RIIO-ET2 close out are no longer
appropriate,

3.10.8 An application under this Part must relate to costs incurred or expected to be
incurred which exceed the Materiality Threshold.

(a) be confined to Non-Load Related Expenditure incurred or expected to be incurred on
or after 1 April 2026; and

3.10.9 The licensee may submit a re-opener application during the specified periods in
accordance with Part €D

non-l

3.10.10 The licensee may only apply to the Authority for an adjustment under Part BC:



a) to the information contained within Appendix 1, Appendix 2 or Appendix 3 durin
the first five working days of October 2028 and October 2029;

(b) to the information contained within Appendix 4 during the first five working days of
October 2028; and.

(c) during any other suchlater periods as the Authority may direct.

ner term

3.10.11 An application under Part B must be made in writing and include:

(a) the following requirements which apply in respect of all terms:

(b) a justification for the allowance; and

c) proposed delivery date s); and

(d) the following requirements which apply in respect of adjusting the appendix
information associated with each term only:

(e) For NLR_BASEY, identification of the Load Related Expenditure with which the non-
load driver was associated, a justification for the allowance requested, identification
of the Load Related Expenditure with which the non-load driver was previously
associated, counterfactual analysis and /or engineering justification statements
demonstrating that the non-load needs case would have existed independently of the
load driver, where relevant justification under the Network Asset Risk Metric

(NARM) framework for the works, and a list of options considered and rationale for

selection of the preferred option; or

(f) For NLR_FAULTY, a description of the Type Fault, ineludingaffected assettypes;
modelsorbatehes; confirmation that the Type Faultis not otherwise funded under
existing allowances, confirmation that no equipment manufacturer or contractor

indemnities have, or can be used, intervention options considered and rationale for
the chosen solution and, where relevant, evidence of manufacturer recall; or

For NLR_LSCt, identification of the legislation or regulation triggering additional

compliance requirements, descriptions of required works and impact on assets or

operations, and any alternative compliance options considered and the justification
for preferred approach; or

(h) For NARMPCPt, evidence and justification as to why the licensee considers that the

allowances outputs, or delivery dates, as determined by Authority through RIIO-ET2
close out, are no longer appropriate.

P F: Authori ri red Re- ner

3.10.13 The Authority may, in accordance with 3.10.15 PartE, set or adjust the
information contained in Appendix 56, where the Authority considers that



there has been one or more Exceptional Fault or Failure Events that fall Outside
Planned Works.

3.10.14 A modification under this Part must:

(a) be confined to Non-Load Related Expenditure incurred or expected to be incurred on
or after 1 April 2026; and

(b) relate to costs incurred or expected to be incurred which exceed the Materiality

Threshold.;except where the application relates to NLR_ CORRt where co

3.10.15 Before making such a direetionmodification under paragraph-3-10-11,3-10-15;
3-10-16this Part, the Authority may require the licensee to provide:

faInrespectofbothterms;
(b) a justification for the allowance; and-3-10-20

c) the proposed delivery vear(s); and

(f) for NER RESt a description of the Exceptional Fault or Failure Event and its impact

on assets, evidence of asset damage and restoration need, and confirmation that no
equipment manufacturer or contractor indemnities or warranties have, or can be

used.

Partl:Part G: What pProcess the Authority will publish-en-the-Authority's
Website:follow in making a modification and reporting requirements2




)

he-methodology-and-data-thathas-beenused-to-decide-theAny modifications
made under this licence condition will be made under section 11A of the Act.

fe)-The licensee must report on delivery statusand-value-ofanyadjustmentte
the VIMRO: term.

Appendix1
341263.10.17 VisuaHmpaet Mitigation-of the outputs specified in Appendices 1-5
in accordance with Special Condition 9.3 (Price Control Deliverable assessment

principles and reporting requirements).

Projeetname-and Allewanee(£m) All




-e-e-:-=-e-———‘-g_,—e-:-=-e-—— Nnon-
Lload Re-opener outputs

Part H: Maximum-value-(Em)-of the sum-of VIMRE-term for all Transmission
Licensees-duringNLR_RESt and NLR_FAULT{

3.10.18 i i Qutputs for NLR_RESt
and NLR_FAULT must be Fully Delivered by the licensee as by-the delivery-dates

specified in Appendices 1 2 and 56.

Part J:Part I: Assessment of the Price Control PeriodDeliverables (NLR_BASEt,
NLR L NARMCPt , NLR R

£465




0.0















3.10.19 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 NBAAt, LSCAAt,
NARMAAt where the licensee has not Fully Delivered an output in Appendices

1,3 and 4.
Appendix 1
NLR_BASEt Outputs and allowances (£m)
Project Original Nnon-Hoad Delivery | Allowance (Em) |]Justification
Name T3 Load Driver Date Reference
Driver
[Insert] | [Baseline | [e.g., Asset e.g. E]P

project] condition]

Appendix 2
NLR_FAULTt Qutputs and allowances (£m)
Fault Asset Category | Intervention | Delivery Date Allowance
Type Description (Em)
[Insert] [e.g. [e.g. Reactive | [Insert date] £[xx]
Transformers] | replacement]
A ndix

NLR_LSCt OQutputs and allowances (£m)

Legislation | Impact Required Works | Delivery Date Allowance
Area

~

Regulation

[Insert title] [insert [e.g. switchgear [Insert date]
areae-g. replacement]
SE6-ban|

X UT
2




Appendix 4

NARMCP nd all n £m
Project | RIIO-ET3 Delivery Outputs RIIO- RIIO-ET3 Justification
Name ET3 Allowance Reference
Delivery | determined
Period at
closeout(£m
[e.o.Network Risk Qutput [e.g. £[xx] [e.g. NARM
(REXm)/volumes/engineering | 2026— ET2 closeout
scope] 2029] Final
Determination
Ref
NLR CORt Outputsand allowances {£m)
Intervention-Deseription
Interface Date {E£m)
Hnsertlocation} EX
w! ] Hnsertdate} |EX
A ndix
NLR_RESt Qutputs and allowances (£m)
Asset Failure Description Intervention Description Delivery Allowance
Category Date (Em)
[Insert [e.g., major [e.o., emergency Insert ey
category] transformer failure] [replacement works] date =

Special- Condition-3-12Special Condition 3.11 Generation
Connections volume driver (GCE:)

Introduction

34213.11.1 The purpose of this condition is to provide for the calculation of the term
GCE: (the Generation Connections volume driver term). This contributes to the
calculation of the Totex Allowance.

312.23.11.2 The effect of this condition is to adjust revenue to fund the licensee for
Generation Connection Capacity, overhead lines and underground cables
delivered during the Price Control Period relative to baseline allowances.



3-12.33.11.3 This condition also adjusts revenue to fund the licensee for Generation
Connection Capacity, overhead lines and underground cables that the licensee
forecasts it will deliver in the first two years of the next price control period
starting on 1 April 2626-2031.

Part A: Formula for calculating the Generation Connections volume driver term

(GCEy)

3-12:43.11.4 The value of GCE: is derived in accordance with the following formula,
subject to Parts B & C of this condition:

2027/28

@@Eé——{:—u@@gp—-%@w@%—ﬁmwaaca

where:

VGCE)p

TPG¢

TPRG:

PGCE,

p=2021/22

2032/33

VGCE, + PGCE, , +{TPG——TPRG) |- RAC

p=2026/27

+ (TPG, — TPRG,)

means the Regulatory Year for which the allowed expenditure is
calculated;

means the Regulatory Year in which the Generation Connection is
delivered;.This is to be interpreted as the Regulatory Year in
which the Connection Project Completion Datedate ef connection
occurs;aliened to-the Completion Date documented-inthe
Construction-Agreementcontractforeachconnectionprojeet;
ismeans the i i Generation eConnection

volume driver allowance as derived in accordance with paragraph
3.11.5;

means the total expenditure efficiently incurred in each TP
Regulatory Year by the licensee in respect of Generation
Connections where the Users reduce Generation Connection
Capacity or terminate the relevant bilateral agreements prior to
commencing use of the Generation Connection, with “”
representing the year in which the adjustment is recovered;

means an amount equal to the actual income from termination
receipts received, in the form of revenues or capital contributions,
in respect of TPGt in each TP Regulatory Year, with “”
representing the year in which the adjustment is recovered; and

means the profiling factor of allowance in Regulatory Year t for
Generation Connections delivered in Regulatory Year p, as set out
in Appendix 1:; and



D)

means the risk and contingency allowance escalator, setasa 10%
increase on volume driver allowances (i.e. a multiplier of 1.1).

332.53.11.5 The value of VGCE, is derived in accordance with the following formula:

3.11.6

where:

VGCE, = SGCE, + OHLR,, + CBLS, + CBLL,,

SGCE, = GUC - (AGC, — BGC,) + GCONfix - (AGCONp — BGCONp)

OHLR, = OHLRGUC - (ALOHLR, — BLOHLR,) + OHLRCGUC

- (ACOHLR, — BCOHLR,,)

CBLS, = CBLSGUC + (ALCBLS, — BLCBLS,) +-6BLLGUC——(ALCBLL-CBLSfix

where:

- (AGCBLSp — BGCBLSp)

CBLL, = CBLLGUC - (ALCBLL, —-BE€BELLzBLCBLL,) + GCONfix-

AGC,

BGC,

GCONfix

AGCON,

BGCONp

~(AGEON—BGCONCBLLfix - (AGCBLLp — BGCBLLp)

means the Ggeneration substation allowance;

means the Generation Connection Capacity unit cost allowance
as set out in the NGET RedactedInformation
PocumentAppendix Jourunredacted RHO-3 Final
Determinations;

means the actual Generation Connection Capacity in MW or
MVA delivered in Regulatory Year p;

means the baseline Generation Connection Capacity in MW or
MVA for Regulatory Year p, as set out in Appendix 2;

means the fixed revenue for each new Generation Connection
project deliveredperprojectwith Generation substation as set

out in Appendix 3eurunredacted RHO-3 Einal Determinations;

means the actual number of Generation Connection projects
deliveredsubstationin MW or MVA commissioned as partof

deliveringthe AGGy in Regulatory Year p;

means the baseline number of Generation Connection projects

deliveredsubstation-in MW or MVA commissioned-as partof
deliveringthe BGE, in Regulatory Year p, as set outin
Appendix 2;

means the overhead line reconductoring activity allowance;



OHLRGUC

ALOHLR,

BLOHLR,

OHLRCGUC

ACOHLRy

BCOHLRp

ALCBLS,

BLCBLS,

CBLSfix

means the unit cost allowance for overhead line
reconductoring activity as set out in the NGET Redacted
Infermation DecumentAppendix 3eur unredacted RHO-3 Final
Determinations;

means the actual length of overhead line reconductoring
activity in circuit kilometres commissioned as part of
delivering the AGCpin Regulatory Year p;

means the baseline length of overhead line reconductoring
activity in circuit kilometres as part of delivering the BGCp in
Regulatory Year p, as set out in Appendix 2;

means the unit cost allowance for overhead line
reconductoring activity based on the number of overhead line

major crossings for affected lines as set out in Appendix 3eur
| | RI10-3 Final D — 1

means the actual number of overhead line major crossings for
overhead lines affected by reconductoring activity
commissioned as part of delivering the AGCp in Regulatory
Year p;

means the baseline number of overhead line major crossings
for overhead lines affected by reconductoring activit
commissioned as part of delivering the BGCpin Regulatory

Year p, as set out in Appendix 2;

means the new underground cable with circuit kilometres less
than 1km allowance;

means the unit cost allowance for underground cable with
circuit kilometres less than 1km; as set out in the NGET
Redacted-Information PeocumentAppendix 3eurunredacted
RHO-3 Final Determinations;

means the actual length of new underground cable in circuit
kilometres less than 1km commissioned as part of delivering
the AGCp in Regulatory Year p;

means the baseline length of new underground cable in circuit
kilometres less than 1km commissioned as part of delivering
the BGCp in Regulatory Year p, as set out in Appendix 2;

means the fixed revenue per project with new underground

cable in circuit kilometres less than 1km as set out in Appendix
3 | | R1IO-3 Final L —




AGCBLSp means actual number of new Generation Connection projects
delivered in Regulatory Year p, where the length of new
underground cable is less than 1km;

BGCBLSy means actual number of baseline Generation Connection

projects delivered in Regulatory Year p, where the length of
new underground cable is less than 1km, as set outin

Appendix 2;
CBLLp means the new underground cable with circuit kilometres

greater than or equal to 1km allowance;

CBLLGUC means the unit cost allowance for underground cable equal-te
erwith circuit Kilometres greater than or equal to 1km as set
out in the NGET RedactedInformation DecumentAppendix
3 1 | RIIO-3 Final D inations;

ALCBLLy means the actual length of new underground cable in circuit
kilometres equal-te-er-greater than or equal to 1km
commissioned as part of delivering the AGCp in Regulatory
Year p;

BLCBLLy means the baseline length of new underground cable in circuit
kilometres equal-te-er-greater than or equal to 1km
commissioned as part of delivering the BGCp in Regulatory
Year p, as set out in Appendix 2;

GCONFixCBLLfix means the fixed revenue foreachnew-Generation
Connectionper project delivered;with new underground cable
in circuit kilometres greater than or equal to 1km as set out in
the NGET Redacted Information Document; Appendix 3our

| | RIIO-3 FinalD E—

AGCON,AGCBLL, means the-actual number of new Generation Connection
projects delivered in Regulatory Year p;and, where the length

of new underground cable is greater than or equal to 1km;

BGCON,BGCBLL, means thebaselineactual number of baseline Generation
Connection projects delivered in Regulatory Year p, where the
length of new underground cable is greater than or equal to
1km, as set out in Appendix 2.

P B: Atypical thresholds for neration nnection Vvolume Bdriver term

(GCEt)

3.11.7 The purpose of atypical thresholds is to prevent large under- or over-recovery
of costs for projects which have atypical costs beyond a reasonable level around

the allowance.



3.11.8 A projectis atypical if the difference between forecast total eh-Feet—costs and the

allowance determined in Part A of this condition i 11 is

greater than the atypical threshold value.

3.11.9 The allowances for the atypical project are provided through the Load use it or
lose it allowance provided under Special Condition 3.17 (Load use it or lose it

allowance (LIt)HIOL! if the forecast total direet cost is less than or equal to
£40m. The licensee may apply under Part C of Special Condition 3.18 Load Re-

opener and Price Control Deliverable (LRt) where an at 1cal roject has a The

forecast direet-cost is-greater than £40m. In both instances, no allowances will
be provided under this volume driver for the project.

3.11.10 The atypical threshold is calculated as the weighted average of residual

standard errors for each volume driver component, multiplied by a multiplier
factor.

3.11.11 The atypical threshold starts with a multiplier factor of 0.3 for a project with
generation capacity of OMW/MVA. This multiplier factor increases to 1.5 ata
generation capacity of 300MW/AMVA. Above 300MW the multiplier factor is

constant at 1.5.

3.11.12 Generation Connection projects with 0 output and 0 expenditure would also be
defined as atypical.

3.11.13 The value of the atypical threshold is derived in accordance with the following
set of formulas:

For project generation capacity <300MW/MVA:

ATYPGCE = WSE - (MULTy + MW - MULT yy, )
where:

ATYPGCE means the gGeneration €éConnection volume driver atypical

threshold;

=

means the residual standard error for each cost driver, weighted by
the proportion of total projects attributable to that driver,
aggregated across all relevant components. This is a fixed value

throughout the price control;

MULTo means the initial multiplier factor applied to the weighted standard
error at (MW /MVA generation capacity;

W means the MW/MVA generation capacity of the project up to
300MW/MVA;

MULTuyw  means the constant marginal multiplier applied to MW /MVA
generation capacity of a project.

3.11.14 For project generation capacity 2300MW/MVA:




ATYPGCE = WSE - MULT;

MULT: means the multiplier factor applied to the weighted standard error
at 300MW/MVA generation capacity and above.

3.11.15 A gGeneration eConnection project is identified as being atypical under the

following two conditions:

FDC —VGCE > ATYPGCE

or
FDC —VGCE < —ATYPGCE
where
EDC means the forecasted total direet cost of the project;
VGCE means the total sGeneration eConnection volume driver allowance
per project, as derived in Part A of this conditionSpecial Condition
ATYPEGCE means the gGeneration eConnection volume driver atypical
threshold, as set out in Appendix 4.
P : Timing of proj nnection and eliqgibility for th neration
nnection Vvolume Bdriver term E

3.11.16 Projects where the gGeneration eConnection is scheduled to be delivered up to
31 March 2028 and where allowances have been received prior to 1 April 2026
are to be funded through the Generation ¥volume Bdriver for RIIO-ET2, as set
out in Special Condition 3.23_ET2/ET3 Crossover adjustments (T2ACA+t) under
the uncertainty mechanism crossover term T2GCE¢.

3.11.17 Projects where the gGeneration €Connection is scheduled to be delivered up to
31 March 2028 and where allowances are first received in Regulatory Year

2026-27 are to be funded through the Generation Connection ¥volume Bdriver
as set out in Parts A and B of this conditionSpecial Condition 3.11.

3.11.18 Projects where the gGeneration eConnection is delivered up to 31 March 2033
and where allowances are received from Regulatory Year 2026-27 and before
Regulatory Year 2031-32 are to be funded through the Generation Connection

Vvolume Bdriver as set out in Parts A and B of this conditionSpeeial Condition
331




Appendix 1

Profiling factors (PGCEp)
p=year of
delivery t=2021/22(t=2022/23(t=2023/24 [t=2024/25(t=2025/26 [t=2026/27(t=2032/33
t= year of 2026/27 |2027/28 |2028/29 |2029/30 |2030/31 |2031/32 |2027/28
allowance
p=2021/22
2026/27 || 0 0 0 0 0 0
p=2022/23
2027/28 0.8475 0.1625 0 0 0 0 0
p=2023/24
2028/29 052535 |0.34540 |0.1625 0 0 0 0
p=2024/25
2020730 |02X05 033530 (033540 |0.1625 |0 0 0
p=2025/26
2030/31 | 02105 (034530 034540 (04625 |0 0
p=2026/27
2031732 | 0 02105 (031530 [0.31540 (01625 |0
p=2027/28
2032/33 | 0 0 02105 |0.31530 |0.31540 |0.1625

Appendix1Appendix 2

Baseline Generation Connection Capacity, length of overhead lines, length-of
underground cables; and delivered Generation Connection projects per

rRegulatory y¥Year

Bas 20217222 2027/28 2023/24 2024/2 2025/2 2026/2 2027/2
elin 026/27 2022/23 2028/29 52029/ 62030/ 72031/ 82032/
e 30 31 32 33
valu

es

BGC 52618132 2997183 227682 249884 344993 0320 003200
p 9.045326. 2.898309. 0428297 714190 20

M 08 79 90




A)
BLO 007408 006118 003 460303 002731 0 0
HLR 1
p
(km
)
BCO 0 0 0 0189 0289 0160 0
HLR
b
(#)
BLC 0.40 0106 0.64 0.234 0.220 0 001
BLS
p
(km
)
BGC 0 | | ] 0 ] 0 0
BLS
p(#)
BLC 0 0006 004 003 0 0 001
BLL
p
(km
)
BGC 0 0 0 0 0 0 0
BLL

#
BGC 61724 51123 51019 646 41 01 001
ONp
(#)

A ndix
Generation and Demand Connections Volume Driver modelled unit costs
Volume driver Unit of Unit rate (£Em) Fixed allowance
measurement (Em)

Substation MW /MVA [REDACTED] [REDACTED]
generation
Substation demand MW/MVA [REDACTED] N/A
OHL reconductoring km [REDACTED] N/A
OHL reconductoring Number [REDACTED] N/A

crossings



Cable < 1km km [REDACTED] [REDACTED]
Cable = 1km km [REDACTED] [REDACTED]
Appendix 4
Atypical thresholds (ATYPGCE)
Licen rm Substation capacity Atypical threshold (£m)
(MW)
ATYPGCE >=300 +7.422
ATYPGCE <300 +1.484 + (0.01979 x

#MW

Special-Condition-3-43Special Condition 3.12 Demand Connections
volume driver (DRIy)

Introduction

3-4313.12.1 The purpose of this condition is to provide for the calculation of the term
DRIt (the Demand Connections volume driver term). This contributes to the
calculation of the Totex Allowance.

313:23.12.2 The effect of this condition is to adjust revenue to fund the licensee for
Demand Connection Capacity, overhead lines and underground cables delivered
during the Price Control Period relative to baseline allowances.

34333.12.3 This condition also adjusts revenue to fund the licensee for Demand
Connection Capacity, overhead lines and underground cables that the licensee
forecasts it will deliver in the first two years of the next price control period
starting on 1 April 20262031.

Part A: Part A: Formula for calculating the Demand Connections volume driver
term (DRIt)

313-43.12.4 The value of DRIt is derived in accordance with the following formula,
subject to Parts B & C of this condition:

B—R—L;—-W@EW@PQ;—FER—BE—)
p=2021/22

DRI, = (S2254 VDRI, - PDCE, , +{FPB-—TPRB)) - RAC +
(TPD, — TPRD,)

where:



t means the Regulatory Year for which the allowed expenditure is
calculated;

p means the Regulatory Year in which the Demand Connection is
delivered;

VDRIp is the demand-connectiondDemand eConnection volume driver
allowance as derived in accordance with paragraph 3.12.5;

TPD: means the total expenditure efficiently incurred in each TP
Regulatory Year by the licensee in respect of Demand Connections
where the Users terminate the relevant bilateral agreements prior to
commencing use of the Demand Connection, with “t” representing
the year in which the adjustment is recovered;

TPRD: means an amount equal to the actual income from termination
receipts received, in the form of revenues or capital contributions, in
respect of TPDt in each TP Regulatory Year, with “t” representing the
year in which the adjustment is recovered;-and

PDCE:p means the profiling factor of allowance in Regulatory Year t for
Demand Connections delivered in Regulatory Year p, as set out in
Appendix 1:; and

D)

means the risk and contingency allowance escalator, setasa 10%

increase on volume driver allowances (i.e. a multiplier of 1.1).

343-53.12.5 The value of VDRIp is derived in accordance with the following formula:
VDRI, = SDRI,, + OHLRD, + CBLSD,, + CBLLD,S
where:
SDRI, = DUC - (ADC, — BDC,)~+ (ADCONp — BDCONp)

OHLRD, = OHLRDUC - (ALOHLRD, — BLOHLRD,) + OHLRCDUC
- (ACOHLRD,, — BCOHLRD,))

CBLSD, = CBLSDUC - (ALCBLSD,, — BLCBLSD,)
+-GBLLDYC——(ALCBLLDCBLSDfix - (ADCBLSp — BDCBLSD)

CBLLD, = CBLLDUC - (ALCBLLD, —-BEEBELLDZBLCBLLD,) + DEONfix-

—{ADCONS —BDBCON)CBLLD fix - (ADCBLLp — BDCBLLp)

where:
SDRIp means the DPdemand substation allowance;
DUC means the Demand Connection Capacity unit cost

allowance as set out in the NGET Redacted Information
Document;



ADCp

BDCp

ADCONp

BDCONp

OHLRDp

OHLRDUC

ALOHLRDp

BLOHLRDp

OHLRCDUC

ACOHLRDp

BCOHLRDp

CBLSDp

CBLSDUC

ALCBLSDp

means the actual Demand Connection Capacity in MW or
MVA delivered in Regulatory Year p;

means the baseline Demand Connection Capacity in MW or
MVA for Regulatory Year p, as set out in Appendix 2;

means the actual number of demand projects;

means the baseline number of demand projects, as set out
in Appendix 2;

means the overhead line reconductoring activity
allowance;

means the unit cost allowance for overhead line
reconductoring activity as set out in theAppendix 3the
NGET Redacted Information Document;

means the actual length of overhead line reconductoring

activity in circuit kilometres commissioned as part of
delivering the ADCp in Regulatory Year p;

means the baseline length of overhead line reconductoring
activity in circuit kilometres as part of delivering the BDCp
in Regulatory Year p, as set out in Appendix 2;

means the unit cost allowance for overhead line

reconductoring activity based on the number of overhead

line major crossings for affected lines as set out in
Appendix 3the NGET Redacted Information Document;

means the actual number of overhead line major crossings
for overhead lines affected by reconductoring activity
commissioned as part of delivering the ADCp in Regulatory
Year p;

means the baseline number of overhead line major
crossings for overhead lines affected by reconductoring

activity commissioned as part of delivering the BDCp in
Regulatory Year p, as set out in Appendix 2;

means the new underground cable with circuit kilometres
less than 1km allowance;

means the unit cost allowance for underground cable with
circuit kilometres less than 1km; as set out in theAppendix
3the NGET Redacted Information Document;

means the actual length of new underground cable in

circuit kilometres less than 1km commissioned as part of
delivering the ADCp in Regulatory Year p;



BLCBLSDp

CBLSDfix

AGCBLSD

BDCBLS,

CBLLDp

CBLLDUC

ALCBLLDp

BLCBLLDp

DEONfxCBLLDfix

ADCONpADCBLLp

BDCONpBDCBLL)

means the baseline length of new underground cable in
circuit kilometres less than 1km commissioned as part of
delivering the BDC; in Regulatory Year p, as set out in
Appendix 2;

means the fixed revenue per project with new
underground cable in circuit kilometres less than 1km as

set out in Appendix 3the NGET Redacted Information
Decument;

means actual number of new Demand Connection projects

delivered in Regulatory Year p, where the length of new
underground cable is less than 1km;

means baseline number of Demand Connection projects

delivered in Regulatory Year p, where the length of new

underground cable is less than 1km, as set out in Appendix
| H

means the new underground cable with circuit kilometres
greater than or equal to 1km allowance;

means the unit cost allowance for underground cable
egualte-er-with circuit kilometres greater than or equal to
1km as set out in theAppendix 3the NGET Redacted
Information Document;

means the actual length of new underground cable in
circuit kilometres egual-te-er-greater than or equal to 1km
commissioned as part of delivering the ADCp in Regulatory
Year p;

means the baseline length of new underground cable in

circuit kilometres egual-te-er-greater than or equal to 1km
commissioned as part of delivering the BDCp in Regulatory

Year p, as set out in Appendix 2;

means the fixed revenue foreach-new Demand
Conneectionper project delivered;with new underground
cable in circuit kilometres greater than or equal to 1km as
set out in theAppendix 3the NGET Redacted-Information
Document;

means the-actual number of new Demand Connection
projects delivered in Regulatory Year p;and, where the

length of new underground cable is greater than or equal
to 1km;

means-the baseline number of Demand Connection
projects delivered in Regulatory Year p, where the length



of new underground cable is greater than or equal to 1km,
as set out in Appendix 2.

P B: Atypical thresholds for Deman nnection Vvolume Bdriver term
(DRIt)

3.12.6 The purpose of atypical thresholds is to prevent large under- or over-recovery
of costs for projects which have atypical costs beyond a reasonable level around

the allowance.

3.12.7 A projectis atypical if the difference between forecast total-direet costs and the

allowance determined in Part A of this conditionSpeeial- Condition3-11 is
greater than the atypical threshold value.

3.12.8 The allowances for the atypical project are provided through the Load use it or

lose it allowance provided under Special Condition 3.17 (Load use it or lose it
allowance (LIt)BHOH] if the forecast total direet cost is less than or equal to

£40m. The licensee may apply under Part C of Special Condition 3.18 L.oad Re-
opener and Price Control Deliverable (LRt) where an atypical project has a The

Y PIEHPIroje §5uv co-threuen-the Load Re-openerproce ifthe total

forecast direet cost is-greater than £40m. In both instances, no allowances will
be provided under this volume driver for the project.

3.129 The atypical threshold is calculated as the weighted average for each
component in the model, multiplied by the multiplier factor of 1.5.

i)Demand Connection projects with 0 output and 0 expenditure would also be
defined as atypical.

3.12.10

3.12.11 The value of the atypical threshold is derived in accordance with the following
formula:

ATYPDRI = WSE - MULT

where:

ATYPDRI means the dDemand eConnection volume driver atypical threshold,
as set out in Appendix 4:

WSE means the residual standard error for each cost driver, weighted by
the proportion of total projects attributable to that driver,
aggregated across all relevant components. This is a fixed value
throughout the price control;

MULT means the 1.5 multiplier factor applied to the weighted standard
error, specific to each TO.

3.12.12 A dDemand eConnection project is identified as being atypical under the
following two conditions:



FDC — VDRI > ATYPDRI

or

FDC — VDRI < —ATYPDRI

where:
EDC means the forecasted total direet cost of the project;
VDRI means the total dDemand eConnection volume driver allowance

per project, as derived in Part A of this conditionSpecial Condition

ATYPDRIDEMmeans the dDemand eConnection volume driver atypical
threshold.

3.12.13 Projects where the dDemand €Connection is delivered up to 31 March 2028 and
where allowances have been received prior to 1 April 2026 are to be funded
through the Demand ¥volume Bdriver for RIIQ-ET2, as set out in the Special
Condition 3.23 ET2/ET3 Crossover adjustments (T2ACA¢), under the
uncertainty mechanism crossover term T2DRIt.

3.12.14 Projects where the dDemand €Connection is delivered up to 31 March 2028 and

where allowances are first received in Regulatory Year 2026-27 are to be
funded through the Demand Connection ¥volume Bdriver as set out in Parts A
and B of this conditionSpecial Condition 3-12.

3.12.15 Projects where the dDemand €Connection is delivered up to 31 March 2033 and

where allowances are received from Regulatory Year 2026-27 and before
Regulatory Year 2031-32 are to be funded through the Demand Connection

¥volume Ddriver as set out in Parts A and B of this condition i
312

Appendix 1

Profiling factors (PDCEt,p)
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Appendix 2:

Baseline Demand Connection Capacity, length of overhead lines, underground
cables and delivered Demand Connection projects_ per Regulatory Year

Baseline Regulatery2027/282028/29 2029/302030/312031/322032/33
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Appendix 3

Special Condition.3.14.1 : I . I ‘R
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Appendix1

LOT1 baseline-allowaneces (LOTIAt)- by Regulatery Year (£m)

Volume driver  Unit of Unit rate (Em) Regulatery Year
measurement
21/22 22/23 23/24 24/25
25/26Fixed allowance (£m)
Substation MW/MVA [REDACTED] Have the values given in the
generation NGET Redacted-Information
Peecument:[REDACTED]
Substation MW/MVA [REDACTED] N/A
demand
OHL km [REDACTED] N/A
reconductoring
OHL Number [REDACTED] N/A
reconductoring
crossings
Cable < 1km km [REDACTED] [REDACTED]
Cable > 1km km [REDACTED] [REDACTED]
Appendix 2
LOTI Outputs and allowances (£m)
A ndix 4
Atypical threshold (ATYPDRI)
Licence term Substation RegulateryYearAtypical threshold (£m)
capacity
(MW)
LOTI Delivery 2021/ 22+12.251

OutputATYPDRI

dateAll



Special Condition 3.13 Closely Associated Indirects use it or lose it
allowance (CAl;)

Introduction

3-4543.13.1 The purpose of this condition is to ealewlate-thespecify the value of the

CAl (the Closely Associated Indirects (CAI) use it or lose it allowance {8HOLH
term-MSHRE -fthe- Mediwm Sized-tnvestmentProjects Re-openertermy.). This



contributes to the calculation of the Totex Allowance. EloselyAsseciated
ot ! ! S

3.13.2 The effect of this condition is to:

(a) specify the eutputs,-delivery-dates-and-associated allewaneesallowance for the CAI
WoLl allewanee use it or lose it;

(b) require the licensee to comply with the CAI UIOLI Governance Document;

fa3(c) provide for B10%} Use It Or Lose It Adjustment, both during and after the Price
Control Deliverable:Period; and

(d) explain the process the Authority will follow when issuing or amending the CAI

UIOLI Governance Document.

Part A: Formula for calculating the CAl it or | it term (CAI

3.13.3 The value of CAl:is derived in accordance with the following formula:
CAl, = CAIA, + CAIFA, + CAIR,

where:

CAIA: means the sum of baseline use it or lose it allowances in Appendix 1;

CAIFA: is the adjustment for any further CAI B104} use it or lose it allowances

specified in Appendix 2 and has the value zero unless otherwise
directed by the Authority in accordance with Part C; and

CAIR: is the CAI B1OL] Use It Or Lose It Adjustment at the end of the price

control period and has the value zero unless otherwise directed-by-the
Authoerity specified in accordance with Part D.

3.13.4 The licensee must comply with the CAI UIOLI Governance Document when

incurring expenditure in relation to the allowance provided by this licence
condition.

3.13.5 The Authority will issue and amend the CAI UIOLI Governance Document by
direction.

3.13.6 The Authority will publish the CAI UIOLI Governance Document on the
Authority’s Website.

3.13.7 The CAI UIOLI Governance Document will make provision about the governance
and administration of the CAI UIOLI allowance including:

(a) the eligibility criteria, in respect of expenditure incurred relating to the allowance
provided by this licence condition;

(b) the reporting obligations in respect of expenditure incurred in relation to CAI which

the licensee must meet; and



(c) the process which the licensee must follow to request further CAI allowances.

3.13.8 Before the Authority directs that the CAI UIOLI Governance Document comes
into effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed CAI UIOLI Governance Document; and

(b) the date on which the Authority intends the CAI UIOLI Governance Document to

come into effect; and

(c) the period during which representations may be made on the content of the CAI
UIOLI Governance Document, which will be up to 28 days unless the Authority
determines that a longer period is appropriate.

3.13.9 Before directing an amendment to the CAI UIOLI Governance Document, the
Authority will publish on the Authority’s Website:

(a) the text of the amended CAI UIOLI Governance Document;
(b) the reasons for amendments to the CAI UIOLI Governance Document;
(c) the date on which the Authority intends the amended CAI UIOLI Governance

Document to come into effect; and

(d) the period during which representations may be made on the amendments to the

CAI UIOLI Governance Document, which will be up to 28 days unless the Authority
determines that a longer period is appropriate.

Part C: Further CAI it or | it allowance (CAIFA

3.13.10 During the Price Control Period, the licensee may apply to the Authority to
direct an adj increase to the value of CAIFA:

3.13.11 An adj increase to the value of CAIRAt CAIFA: is permitted where at

least 80% of the CAl: allowance has been spentfer-projectsthatmeetthe
following eligibility eriteria; and is for projects with forecast Direct Costs less

than £150m and which receive capital expenditure under one of the following
uncertainty mechanisms:

(a) Special Condition 3.11 Generation Connections volume driver (GCEy)

(b) Special Condition 3.12 Demand Connections volume drivers (DRI)
(c) Special Condition 3.17 Load B9} use it or lose it allowance (LI;)

(d) Special Condition 3.18 Load Re-opener (LR¢)
Proi i o] y | ban £150m: and
Where 80% of the CAl-allowanee has been-used.

3.13.12 Applications to adj increase the value of CAIFA: under paragraph 3.13.10

must be made in writing and comply with paragraph 3.13.11 and the CAI UIOLI
Governance Document.




3.13.13 The licensee must provide evidence in line with the CAI UIOLI Governance
Document including showing that at least 80% of the total CAI UIOLI allowance
(CAI:) has been used up to the date of issuing the request to receive additional
allowances. The Authority may direct an increase to the value of CAIFAtand

allowances in Appendix 2, having regard to the information submitted by the
licensee, where it is satisfied that:

(a) Further allowances are required for additional projects and will be provided based
on 10% of the forecast Direct Costs; or

(b) Further allowances are required where the residual allowances may be insufficient
for projects under construction.

Part D: CAl UIOL} Use It Or Lose It Adjustment (CAIR:)

3.13.14 After the Price Control Period, the Authority will directan amendment to-the

value of CAIR: where it considers an Use It Or Lose It Adjustment is appropriate,
in accordance with the CAI UIOLI Governance Document. This term could be a

positive or negative value.

3.13.15 The Authority may amend CAIR: to be a positive where it considers an
amendment is required to reflect an overall level of efficient costs.

3.13.16 The Authority may amend CAIR:to be a negative value where it considers such
an amendment is required where a licensee has;

(a) unspent allowances;

(b) use of allowances which fails to comply with the requirements set out in the CAI

UIOLI Governance Document; or

(c) allowances spent inefficiently.
3.13.17 Any modification under this Part will be made under section 11A of the Act.

Part E: Authority's direction process

3.13.18 Before making a direction under paragraph 3.13.10 e¥3-13.14 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) 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.

3.13.19 The direction will set out the value of the CAIFA¢ terms and
the Regulatory Years to which that adjustment relates.




A ndix 2

Further Closely Associated Indirects use it or lose it allowance (£m) per
Regulatory Year

2026/27 2027/28 2028/29 2029/30 2030/31 Total
CAIFA: .00 0.00 0.00 0.00 0.00 0.00

Special Condition 3.14 Business Support Costs Re-opener (BSCR

Introduction

3.14.1 The purpose of this condition is to specify the value of the BSCR¢ (the Business
Support Costs Re-opener term). This contributes to the calculation of the Totex

Aallowance.

31533.14.2 The effect of this condition is to establish a re-opener for the licensee to
triggeramendmentsapply for a direction to adjust the Price-Contrel Deliverable

duringvalue of the Price-Control Period;-and BSCR: term.
(a) e f  the Price.C 1 Delj ble.
31543.14.3 This condition-alse-explainsand-Special Condition-9:4; sets out the

process the Authority will follow when making any changes under-this
eonditionto Appendix 1 as a result of the Business Support Costs Re-opener.

Part A: Fermula-for-caleulating the Medium-Sized-lnvestment ProjectsThe

val f the Busin Re-opener term (MSIPRE:BSCRy)

345.53.14.4 The value of MSIPRE:BSCR:is derivedset out in accordance-with-the
fellewingfermula:Appendix 1.




Part B:--What is the licenseefunded-to-deliver?

Part C:Part B: Medium-Sized-Investment Projectsscope of this Re-opener?

3.14.5 For the purposes of this condition, 2Business Support Costs? (BSC) hasthe
meaning defined inthe RIGs exeluding excludes expenditure for linsurance, IT &
Telecoms (Business Support), and Pension Sscheme Aadministration & PPF
levy.

3-15:7—The licensee may apply to the Authority for a medificationto-the-eutputs;

)
APBHangd a A_n- O0-0K8-0

project;the forecastcosts-ef which-aredirection adjusting the value of the

BSCR: term for any Regulatory Year during the Price Control Period as a

result of actual BSC expenditure exceeding the baseline BSC allowance by at

least 84mmore-orless-thanthelevel thatcould

5310% in a Demand-Connectionproject-including-allinfrastructure related-to




3:15:83.14.6 -aprejectrequired-to-enable-deliveryofanASTlprojectsingle Regulatory
Year, in any Regulatory Year during the Price Control Period.

3-45:9—The licensee may submit only apply-te-the-Autherityone application under
paragraph 3.14.6 Between:

i any time in the Price Control Period
after meeting the Autherity

3-15-103.14.7 Inrelationto-anapplieationthreshold under paragraph 3.14.6{1-the
L | ico durine the Price.C | Period.

15-113.14.8 An application under paragraph 3.14.6 must be made in writing te-the
Aunthority-and-incude:and:

a) : hat Medium Sized.] Project{]
licati 1 ;



fe}(a)_suehprovide detailed supporting evidence as is reasonable in the circumstances
to justify the teehmea%need%émg ontlons con51dered and Cost beﬂeﬁbaﬂal—ysa&

andefficiency;

(b) an-explanation-ofset out the adjustments to the value of the BSCR: term that the
licensee is requesting and the Regulatory Years to which the proposed adjustments
relate;

{e3(c) explain the basis of the calculation for anythe proposed adjustments requested-to
allewanees-the value of the BSCR: term; and

(d) set out the specific expenditure that the licensee proposes to incur or has incurred in
relation to the proposed adjustments to the value of the BSCRtterm.

3-4532-An application under paragraph 3.14.6 must:

3:15:133.14.9 relateto be confined to BSC costs incurred or expected to be incurred that

exceed-the-Materiality Threshold-butare-tess than £100mandon or after 1
April 2026.

3.14.10 Any-medificationsA direction under this-Partparagraph 3.14.6:

(a) may amend Appendix 1; and
31514-will be-madeundersection11tA-ofset the Aet

{a}(b) Assessmentvalue of the Price-Contrel Deliverable (MSIPROJ-amended BSCRt

term.

%The Authority wﬂ%%eee#éaaee%&ﬂﬁh&assessmenbp%m&ples—set—e&bm—?&ﬂ

Fep%Hg—Feq&memeﬂts)—eenskdeF%eetmgmagg mak ea va%&e—fe#
MSHPROdirection under paragraph 3.14.6 where:

(@) the licensee has netEullyDelivered-made an eutputapplication under paragraph
3.14.6;

(b) the requirements in paragraphs 3.14.7 to 3.14.9 have been met; and

(c) having regard to the information submitted by the licensee, the Authority is satisfied
that:

(d) a need case for the expenditure of the type specified in paragraph 3.14.5 has been

established;

(e) the option(s) implemented are justified; and

(f) the adjustments for allowances reflect the efficient costs to the licensee of
undertaking the expenditure specified in ixtparagraph 3.14.5.




345:153.14.12 Where the Authority approves all or some of the costs sought in an
application under paragraph 3.14.6, the Authority shall direct an adjustment to
the value of the BSCR term. The adjustment shall reflect the Authority’s
assessment of the efficient costs of undertaking the expenditure which the
Authority is satisfied meets the criteria in 3.4.11.

Part D:Part C: What process will the Authority follow in making a direction?

345163.14.13 Before making a direction under thisPart;paragraph 3.14.6 the
Authority will publish on the Autherity's Website:Authority’s website:

(a) the text of the proposed direction;
(ay o el L di ion:

(b) the reasons for the proposed direction; and

(c) athe period during which representations may be made on the proposed direction,
which will ret-be less-thanup to 28 days_unless the Authority determines that a

longer period is appropriate.
3-15-47-AThe direction underparagraph-3-14-13-will set out:

(2} the deli el hat ] | Eully Dels L
3-15:183.14.14 any adjustments to the value of the MSIPRO:BSCR: term and the
Regulatory Years to which that adjustment relates;anéd.
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Appendix 1

Busin I Re- ner term (BSCR:) (Em r Rr latorv Y I
2026/27 2027/28 2028/29 2029/30 2030/31 Total
BSCR¢ 0.00 0.00 0.00 0.00 0.00 0.00

Special- Condition-3-16Special Condition 3.15 Pre-Construction
Funding Re-opener and Price Control Deliverable (PCF: and

PCFRE)

Introduction

3:16:13.15.1 The purpose of this condition is to calculate the terms PCF (the Pre-
Construction Funding Price Control Deliverable term) and PCFRE: (the Pre-
Construction Funding Re-opener term). These contribute to the calculation of
the Totex AllewaneeaAllowance.

3.15.2 The effect of this condition is to:

(a) specify the outputs, delivery dates, and associated allowances for the Price Control
Deliverable;-and

(b) establish a Re-opener for the licensee to triggerapply where it expects to incur more

than 50% of the original allowance add&%}enal—eest—s—for Pre-Construction Works in
relation to-a roject specified in Appendix 2;

(c) establish a Re-opener for the licensee to apply for costs for Pre-Construction Works

in relation to any new Load Re-opener and Price Control Deliverable (LRt)
designated under Special Condition 3.18;

(d) establish a process for Pre Construction Fundlng to be p_rov1ded for Qrogosed CSNP

Spec1a1 Condltlon 3 19a—l:95f—l 1CSNP Re-opener and Prlce Control Dehverabl
(CSNPRt));

(e) establish a process for Second Transitional Centralised Strategic Network Plan
(tCSNP2) Transitional Centralised Strategic Network Plan2 Ddelivery Ttrack

Pprojects to receive an uplift to the Pre-Construction Funding €E uplift fremtheir
eriginal allowances provided during in RIIO-ET2;

fB3(f) establish a process for Second Transitional Centralised Strategic Network Plan
tCSNP2 i i i Ddevelopment Ttrack

Pprojects to receive a Pre-Construction Funding €E allowance if through the Second

Transitional Centralised Strategic Network Plan Refresh process the project receives
a Mmaintain or an-ASTEEcritical designation by the ISOP;

(g) provide fer a the process in the event that the load component of a Shared Drivers
project falls away;



(h) account for RIIO-ET?2 projects with Pre-Construction Funding that carry over into
RIIO-ET3 after RIIO-ET2 closeout; and

(i) provide for an assessment of the Price Control Deliverable.

3-16:33.15.3 This condition also sets out the process the Authority will follow when
directing any changes under paragraphs_under this condition. 3-15-9;and

-

Part-A: Formula for calculating the Pre-Construction Funding Price Control

Deliverable term (PCFt) and-the Pre-Construction Funding Re-openerterm
{PCFRE+}

3-16-43.15.4 The value of PCFtis derived in accordance with the following formula:
PCF, = PCFA; —PEERAPCFRA; + PCFCt,
where:

PCFA¢ means the baseline sum of allowances in Appendix 42%; and

PCFRA: has the value zero unless otherwise directed by the Authority in
accordance with Part [H.

PCFERA:  means Pre-Construction Funding in respect of projects which

PCFEC: commenced in RIIO-ET2 and which are ongoing in RIIO-ET3 and has
the value of zero unless otherwise directed by the Authority in

accordance with Part B].

346-53.15.5 Not used. Thevalueof PCEREs-derived-in-accordance-with-the following
formula:

PCERO: hasthevaluezero-unless-otherwise-directedby-the Authority-in

Part B: What the licensee is funded to deliver

3.15.6 _Appendix 21 specifies the total baseline allowance the licensee has been funded
to deliver the project outputs set out in Appendix 2.

3-16:63.15.7 Appendix 2 specifies the project outputs that the licensee is funded to
deliver, the delivery dates for those outputs, and the allowances provided.

3.15.8 Appendix 3 specifies; the project outputs that the licensee was funded to deliver
in RIIO-ET2 and which are ongoing in RIIO-ET3, the delivery dates for those
outputs, and the allowances provided.



Part C: Pre-Construction Funding Re-opener-for-existing projects

3.15.9 I-H—Fespeet—ef—&ny—lzeleva-ﬂt—ljeilll—er—ASqu—Thls Part relates to grolects set outin
Appendix 2 of this condition.Sp i ad-R 3

Control Deliverable,

3-16-73.15.10 The licensee may apply to the Authority for a direction amending the
outputs, delivery dates, or associated allowances in Appendix 2 of this condition
where:

(2} thel : for ProC on Weorke. ]
Iroad fiod g ix 2

{b3(a) the licensee expects that the costs of Pre-Construction Works specified as
outputs in Appendix 2 will be more than double the allowance provided for those
Pre-Construction Works:; or

(b) the licensee expects one of the outputs specified in Appendix 2 must be changed or

the output will not be deliverable.

3-16-:93.15.11 An application under this part paragraph3-15-79 must be made in writing
and include:

(a) a breakdown of what additional Pre-Construction Works are expected to be
undertaken;

(b) a breakdown of any costs already incurred and the expected costs for additional Pre-

Construction Works;

f53(c) an overview of the LOTFer-ASTlHteexisting project for which the additional Pre-
Construction Works relateare sought;

fe}(d)_a justification of why the Pre-Construction Works and/or allowances are
required; and

{d3(e)_any amendments requested to the outputs, delivery dates or allowances set out
in Appendix 2.

(f) an overview of the project that additional Pre-Construction Works allowances are

being sought for;

(g) a breakdown of what Pre-Construction Works have been undertaken or are expected

to be undertaken;

(h) a breakdown of costs already incurred or expected to be incurred for the Pre-
Construction Works:

(i) _the specification of any outputs, delivery dates and/or allowances that the licensee
considers should be added to Appendix 2; and

(i) ajustification of why the additional Pre-Construction Works and allowances are
required.




3.15.12 This Part relates to existing Second Transitional Centralised Strategic Network
Plan Delivery Track Projects that had PCE Pre-Construction Funding-of 2.5% of

their total forecast project expenditure as approved during RIIO-ET2.

3.15.13 Second Transitional Centralised Strategic Network Plan Delivery Track Projects
that had Pre-Construction Funding-of 2.5% approved during RIIO-ET2 will
automatically have their Pre-Construction Funding allowance increased to 8.2%
of their total forecast project expenditure (inclusive of the 2.5% allowance
granted in RIIO-ET?2). Second Transitional Centralised Strategic Network Plan
Delivery Track Projects are eligible for funding under Part C notwithstanding
the increase provided for under this paragraph.

3.15.14 The allowances in Appendix 2 reflect the increase as specified in 3.15.13.

3.15.15 The licensee may, in respect of any Delivery Track Project, apply te-the
Autherity for a medificationte for a direction amending the allowances,

outputs, delivery dates, and outputs in Appendix 2 where:

(a) the licensee expects that the costs of Pre-Construction Works specified as outputs in

Appendix 2 will be more than double the allowance provided for those Pre-
Construction Works: or

(b) the licensee expects one of the outputs specified in Appendix 2 must be changed or
the output will not be deliverable; or

(c) the licensee expects to incur costs for Pre-Construction Works that are not already
specified as outputs in Appendix 2.

3.15.16 An application under paragraph 3.15.125 must be made in writing and include:

(a) an overview of the project that Pre-Ceonstruction Works allowances are being
sought for;

(b) a breakdown of what Pre-Construction Works have been undertaken or are expected

to be undertaken;

(c) a breakdown of costs already incurred or expected to be incurred for the Pre-
Construction Works:

(d) the specification of any outputs, delivery dates and/or allowances that the licensee
considers should be added to Appendix 2; and
(e) a justification of why the Pre-Construction Works and allowances are required.

ntrali r ic Network Plan Development Track roj

3.15.17 This Part relates only to projects that did not have funding approved on 1 April
2026 and with outputs, delivery dates or associated allowances listed in
Appendix 2.



3.15.18 The licensee may, in respect of Second Transitional Centralised Strategic
Network Plan 2 Development Track Projects that received Development
Funding in RIIO-ET2, apply under this Part for RIIO-ET3 Pre-Construction
Funding €E if they are given the proceed signal by the ISOP as “maintain” or

“critical” in the Second Transitional Centralised Strategic Network Plan 2
Refresh ho lican cemake '.'===-=.'.=. L oad D A obepne =.

3.15.19 An application under paragraph 3.15.18Assessment-of3:-15-15 or3-15.16 must
be made in writing and include:

(a) an overview of the project that Pre-Ceonstruction Works allowances are being
sought for;

(b) a breakdown of what Pre-Construction Works have been undertaken or are expected

to be undertaken;

(c) a breakdown of costs already incurred or expected to be incurred for the Pre-
Construction Works:

(d) the specification of any outputs, delivery dates and/or allowances that the licensee
considers should be added to Appendix 2; and

(e) a justification of why the Pre-Construction Works and allowances are required.

3.15.20 Following an application under paragraph 3.15.18 the Authority may, if it
considers appropriate, by direction amend existing or add new outputs,

delivery dates, or allowances in Appendix 2.

3.15.21 Inrespect of new Load Re-opener Outputs, the licensee may apply to the
Authority for a direction amending the outputs, delivery dates, or associated
allowances in Appendix 2 when submitting an Eligibility Letter for the relevant
Load Re-opener as set out in Part D of Special Condition 3.18 Load Re-opener
and Price Control Deliverable (LRt) unless the Authority directs that the
licensee may apply another time. Projects which have proposed Load Re-opener
Outputs, that did not have funding approved on 1 April 2026, may be eligible for

Pre-Construction Funding.

3.15.22 Ifunder paragraph 3.18.214, the Authority determines in respect of a proposed
Load Re-opener Qutput that a licensee may apply for a Project Assessment
Decision or a Needs Case assessment, the Authority will at the same time
determine that the project s eligible for Pre-Construction Funding.

3.15.23 If the Authority determines that the project s eligible for Pre-Construction

Funding, the Authority will by direction amend the outputs, delivery dates, or
allowances set out in Appendix 2.

3.15.24 An application under paragraph 3.15.21 34535 6 3.15.-16 must be made in
writing and include:



(a) an overview of the project that Pre-Ceonstruction Works allowances are being
sought for;

(b) a breakdown of what Pre-Construction Works have been undertaken or are expected

to be undertaken;

(c) a breakdown of costs already incurred or expected to be incurred for the Pre-
Construction Works:

(d) the specification of any outputs, delivery dates and/or allowances that the licensee
considers should be added to Appendix 2; and

(e) a justification of why the Pre-Construction Works and allowances are required.

CSNP Re-onener Outnuts

3.15.25 In respect of any proposed CSNP Re-opener OQutput, in accordance with Special
Condition 3.19 (CSNP Re-opener and Price Control Deliberable (CSNPRt)), the

Authority will by direction direetan amendment; or add to, the outputs,
delivery dates or allowances set out in Appendix 2 without an application being

made by the licensee where the Authority approves the CSNP under C.17.17a of
the Electricity System Operator Licence ISOP licenee.

Part H: Cancellation of the L} mponent of hared Driver proj

3.15.26 In the event that the load component of a Shared Driver project is cancelled the
Authority will make a direction adjusting the value of the allowance associated
with the relevant output in Appendix 2, and the licensee may apply for an any
additional allowances for the Non-Load Related Expenditure component of the
project under Special Condition 3.10.

3.15.27 In making a direction under 3.15.26 to adjust the value of an the allowance
assoaated with the relevant output in Ap_gendix 2, the Authority will assess the

Part D:Part |: Assessment of the eutputs Price Control Deliverable (PCFRAt
and PCFRO)

316-103.15.28  The Authority will, in accordance with the assessment
prineiplescriteria set out in Part A of Special Condition 9.3 (Price Control
Deliverable assessment principles and reporting requirements) and the
prineiplescriteria in paragraph 3.15.43,229 consider directing a value for
PCFRAt and PCFRO: where the licensee has not Fully Delivered an output in
Appendix 2.

3.15.29 whereautherityconsiderslf the Authoritg concludes that the-an output
specified in Appendix 2 has eempleted-a
su-ﬁﬁme&t—p#epe#ﬂen—ef—ﬁe—@enstmeﬂe&%leﬂeb&tnot been Fully Delivered, an




eutput-in-Appendix2 under3.15.9 the Authority will adjust the values for
PCFRAtand PCFRO using the following criteria:

(a) where the licensee has not submitted its primaryformal planning applicationfer-the
LOTIorASTL a minimum of 20% of the allowance for the relevant Pre-Construction
Works PCD allowance will be allowed;

(b) where the licensee has submitted its primaryformal planning application-fer-the

EOTlerAST, but has not seeured-Einal Needs-Case-approvat-forthe LOTlerreceived

consent in respect of the planning application, ebtained-all- Material Planning
Coensentsforthe ASTL a minimum of 60% of the allowance for the relevant Pre-

Construction Works PCD allowance will be allowed; and

(c) where the licensee has secured-Einal Needs-Case-approval-forthe LOTloerobtained
all materialnecessary planning consents for the- ASTIMaterial Planning Consents,

1009% of the Pre-Construction Works PCD allowance forthatLOTlorthe ASTIwill be
allowed.

3.15.30 All outputs specified in Appendix 2 will be subject to an ex post review either at
the end of the Price Control Period, or when full capital costs for the project are

established in Special Condition 3.18 or Special Condition 3.19, whichever is
earliest, in order for the Authority to direct a final value based on the above

criteria or to reflect efficiently incurred expenditure above or below the value
specified in Appendix 2.

3.15.31 A direction under-paragraphthis part 3:15.13 will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) Whatpreeess-will-the value of the PCFRAt: and PCFRO: 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 PCFRAt and PCFROt terms.

P : RIO-ET2 proj rrving over into RIIO-ET

3.15.32 The Authority felewmay determine that a project that received Pre-
Construction Funding in makinga-RII0-ET2 is to have its Pre-Construction

Funding extended into in RIIO-ET3.

3316423.15.33 The Authority will by direction? add a project to which paragraph
3.15.31 applies to Appendix 3.

Part K: What process will the Authority follow in making a direction?

316-1433.15.34  Before making a direction under paragraphsthis condition

paragraph 3-15-716,3.15.12 6r 3-15-1013; the Authority will publish on the
Authority's Website:

(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

faa gerlod durlng which regresentatlons may be made on the proposed direction,




c) be up to-28 days unless the Authority determines that a longer period is appropriate.

316-143.15.35 A direction under paragraphparagraphs 3.15.710, 3.15.15, 3.15.20,
and 3.15.226 will set out any amendments to Appendix 2.

3.15.36 A direction under Part | will set out any amendments to Appendix 3.

3-16:153.15.37 A direction under paragraph 3.15.10213-15.13 will set out:

(a) the delivery status of the output that has not been Fully Delivered;
(2} the deli el hat ] | Byl Deli L
(b) -the value of the PCFRAt and PCFRO¢ 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 PCFRAt and PCFROt terms.

Appendix 1
Pre-Construction Funding baseline-allowance (PCFA:) by Regulatory Year(£m)

Total: 288:46-300.14

Appendix 2
Pre-Construction Funding Price Control Deliverable Allowance (PCF:) {PCEROt)
(Em)
EIP OSR | Output Delivery | 2026/2 | 2027/2 | 2028/2 | 2029/3 | 2030/3 | Total
date 7 8 9 0 1 Allowance

NGT50044 31st 320 317 314 31t 3.08 15-69 15.31
0 March | 3.12 3.09 3.06 3.03 3.00

Barking 2031
8 Claydon March 4.52 4.47 4.43 4.38 4.34

Rebuild 2031
NGT50043 | Fawley 31st 5.09 5.04 4.99 4.94 4.89 24.94
5 Strategy March

(Chilling - | 2031

Fawley

and

Fawley

S/S)
NGT50038 | KEGWOR | 31 6:26 6:20 614 607 60t 3068 15.54
7 TH 400KV | March 3.17 3.14 3.11 3.08 3.04

S/S 2031
103632- Kirkstall | 31¢t 1.32 1.31 1.30 1.28 1.27 6.48
207168 ‘A’ - March

Skelton 2031

Grange




Cable
Replace
ment
NGT50054 | Llandyfae | 31% 516 516 565 506 495 2527 25.81
1 log March | 5.27 5.21 5.16 5.11 5.06
(Camarth | 2031
an) New
Build
NGT50011 | New 31° 246 2:38 2:36 2:33 23t +-7912.09
7 Navenby March 2.47 2.44 2.42 2.39 2.37
400kv S/S | 2031
NGT40003 | Pembrok | 31 2.42 2.39 2.37 2.35 2.32 11.86
4 e 400kV March
S/S 2031
NGT30000 | Sizewell 31 5:84 578 572 5:66 561 2861 29.34
7 400KV March | 5.99 5.93 5.87 5.81 5.75
Rebuild 2031
NGT5004 StJohns | 31* 0.95 0.94 0.93 0.92 0.91 4.66
9 Wood March
275 kV 2031
Rationalis
ation
103622- West 31 4.29 4.24 4.20 4.16 412 21.00
207157 London March
Cables 2031
Strategy
(Ealing -
Laleham,
Iver -
North
Hyde,
Ealing
Willesden
)
1 ON EAST March 2.15 2.13 2.11 2.08 2.06
400KV 2031
S/S
folioNGE | Mareh
T 203t
3t 156 o4 153 5t 156 763
tekenham | March
HS2 203t
n400ky March
SIS 2063t
WILLINGT | 31%
ON EAST March
400KV 2031
S/S-
NGT50038 | Construct
1 ion 2.15 2.13 2.11 2.08 2.06 __10.53
DEESIDE | 31
NGT50047 | -LEGACY | March
2 - 2031 2.82 2.79 2.77 2.74 2.71 13.83




TRAWSEY

NYDD 1
DEESIDE
- LEGACY
TRAWSFY
NYDD 2,
IRONBRI
DGE -
LEGACY -
SHREWS
BURY,
IRONBRI
DGE -
LEGACY 2
Ickenham | 31%t
HS2 - March
OHL and 2031
Cable
Turn
In/Tee
NGT30008 | Infrastruc
6 ture 0.00 0.00 0.00 0.00 0.00 =
Ickenham | 31%t
HS2 - March
Substatio | 2031
n
NGT30008 | Infrastruc
8 ture 0.88 0.87 0.86 0.85 0.84 4.3
Ickenham | 31%*
HS2 March
NGT30008 nnecti | 2031
A on Work 0.68 0.67 0.66 0.66 0.65 _ 332
MIDL4 31
ENWL March
GSP BB 2031
NGT50013 | Ext/SGTs
5 /Turn-in 1.26 1.25 1.24 1.22 1.21 _____6.49
MIDL4 31
Green March
Energy 2031
Centre
NGT50061 IRL Gen
4 Bay 0.00 0.00 0.00 0.00 0.00 =
MIDL4 31
ENWL March
GSP BB 2031
NGT50056 | Ext/SGTs
0 /Turn-in 0.46 0.46 0.45 0.45 0.44 2.27
ENWL 31t
MIDL4 March
GSP 2031
NGT50056 | CONNEC
1 TION 0.25 0.25 0.25 0.25 0.24 1.24




ENWL 31
MIDL4 March
NGT50056 | GSP 2031
2 Intertrip 0.00 0.00 0.00 0.00 0.00
NGT50046 | NS 31 1.55 1.53 1.52 1.50 1.49 7.58
8 Hinksey March
Cable 2031
NGT20054 | Quainton | 31 166 158 =57 155 153 783
HS2 March | 0.99 0.98 0.97 0.96 0.95 4.85
Quainton | 2031
HS2 -
OHL and
Substatio
n Infras
NGT20052 | Quainton | 31 2.98
_01 HS2 March
Connecti | 2031
on Assets
- Sub wor 0.61 0.60 0.60 0.59 0.58
103623- Imperial 31 5.92 5.87 5.81 5.75 5.69 29.04
207158 Park - March
Melksha 2031
m and
Cilfynydd
- Whitson
- Seabank
Construct
ion
Feckenha | 31°
mto March
Minety 2031
400kV
A589
Circuit
Recondu
tCSNP2 ctoring 0.81 0.81 0.80 0.79 0.78 _ 3.9
Recondu | 31%
ctoring of | March
Carringto | 2031
n_
Penworth
am&
Padiham
Penworth
am 400kV
tCSNP2 circuits 0.85 0.84 0.83 0.83 0.82 ___ 447
Reconfigu | 31°*
re March
talybri 2031
e -Thorpe
Marsh
400kV
tCSNP2 circuit 1.48 1.46 1.45 1.43 1.42 ___7.23




Recondu | 31¢t
ctor March
double 2031
circuits
Norton
a€“
Osbaldwi
ck (A347
tCSNP2 & A355) 1.93 1.91 1.89 1.87 1.85 9.45
Appendix 3
Pre-Construction Funding Priece-Contrel Deliverablecross-over allowance (PCFCr)
(£m)
Output Delivery | 2021/22 | 2022/23 | 2023/24 | 2024425 | 2025/26 | Total
date 2026/27 2027/28 2028/29 2029/30 2030/31 ;*rlllfew
ofall March 5
material 2026
planning
consents
for E2DC:
Torness—
Hawthorn
Eastern
subsea
HVDbClink
ofall March 2
material 2026
planning
consents
for E4AD3:
Peterhead—-
Drax;
Eastern
subsea
HVDClink
ofall March 8
material 2026
planning
consents
for EALS5:
Peterhead--
Seuth
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Special-Condition-3-47Special Condition 3.16 Allowance and APM
Re-opener (ARR:APM;)
Introduction

3-17313.16.1 The purpose of this condition is to set-calculate theAPM; (the value-of
theAPM Allowance term-ARR«(the Access Reform-Change Re-opener-termy:

This), which contributes to the calculation of the Totex Allowance.

31723.16.2 The effect of this condition is to-establish-aRe-opener-triggered-by-the
Ay Hvto-make iate—adiy man o-refle he-1mpa ofan-A 2

(a) specify the value-of ARR+APM Allowance;

()4 | eotl in Special Condition 312 (5 Lc )
volume-driver):

(b) This-condition-alse-explains-provide for an APM Allowance adjustment;

(c) require the licensee to submit specified information in relation to use of the APM

Allowance;
(d) provide for disallowance of ineligible APM Expenditure under the APM Allowance;

3-173—set out the process the Authority will follow when makingdirecting any changes

asaresultofto the Re-epener

A,-P




3-17.6—The followingmedificationsappendices to this licence-may-be-made-under-this
Re-opener:

{a)-adiustmentsto-thevalueof the ARR terny

{b)(e) adjustmentsto-thevaluesofthetermsinSpecial Condition3-11condition and
when issuing or amending the APM Governance Document; and

fe}adjustmentsrequire the licensee to the-values-of the-termsinSpeeial

connectionprojects-thatare the subjectof anagreementc omglg w1th the ISQP
enteredHintoprior-to-the-date-of- the-Authoribsmeditication-AI’M Governance

Document.

Part A: Formula for calculating the APM Allowance term (APM:)
3.16.3 The value of APMt is derived in accordance with the following formula:

t—1
2024/25

— APMD,

APM; means the APM Allowance term;

APMS: has the meaning given to APM Expenditure;

APMD: has the meaning given to APM Disallowances;
APMR: has the meaning given to APM Recovered Expenditure; and



APMC; has the meaning given to the APM Cap.

Soecial Condition.3.18 No I

Part B: Appendix1-specifies-the-outputs-that APM Re-opener of APM Cost
Categories

3.16.4 The licensee may apply to the Authority to make amendments to the APM

Governance Document by direction with respect to additions of new, or
modifications of existing, APM Cost Categories.

3.16.5 Any application under this Part must be made in writing to the Authority and
must include, for each proposed new APM Cost Category or amendment to an
existing APM Cost Category:




(a) an explanation of how the proposed inclusion or amendment of this APM Cost
Category will help to avoid delays to project delivery or increased project costs;
(b) whether the APM Cost Category is being proposed as Flexible Procurement or

Bespoke Procurement, and evidence to justify any proposed categorisation;

3-21.5—an explanation of how the licensee isfunded-to-deliver-the-delivery-datesfor
these-outputs-and-the-allowancesprovided:

Part C:--Assessmentof outputs (GRIRy)
%&Mw&wﬂlw@n&mﬂ%&mmen&pm%%ﬁ%

undertake tracklng of exgendlture of any relevant APM Allowance llncludmg as part
of any complex contractual arrangements) to ensure that it can comply with the
reporting requirements}-consider-directing-a-value for GRIR—where-the licensee has

net—Full—y—DelweFedrane&tp&t—m—Append—HH— as set out in Part G; and

(d) any further information as may be required by the APM Governance Document.

3.16.6 An application under this Part may only be submitted during the first five
working days of April 2026, April 2027, April 2028, April 2029 or April 2030, or
during such other periods as the Authority may direct.

3.16.7 The Authority will make a direction adding new APM Cost Categories to the
APM Governance Document for any proposed APM Cost Category for which it
considers that the requirements under paragraph 3.16.5 have been satisfied.
The Authority will make a direction to modify existing APM Cost Categories
where it considers that the updated APM Cost Category satisfies the
requirements under paragraph 3.16.5.

Part B: APM Re-opener of Bespoke Procurement Aallowances
3.16.8 The licensee may apply to the Authority to make amendments to the value of

the Bespoke Procurement allowance in Appendix 2 by direction.

3.16.9 Any application under this Part must be made in writing to the Authority and

must include, for each project for which the licensee is submitting an
application for a re-opener under this Part:

investment and for understanding the need for APM funding and the likelihood that

Equipment or Related Services are not used following their procurement;

(b) details of the relevant APM Cost Categories included in the request for Bespoke

Procurement allowances, and details of how the eligibility criteria as specified in
paragraph 3.16.5_are satisfied; and

(a) a spreadsheet setting out the licensee’s calculation of the value of the
proposed amendment.




3.16.10 An APM Re-opener application under this Part may only be submitted during
the first five working days of April 2026, April 2027, April 2028, April 2029 or
April 2030, or during such other periods as the Authority may direct.

3.16.11 The Authority will make a direction amending the value in Appendix 2 where it
considers that the requirements in paragraph 3.16.9_have been satisfied.
P : APM Re- ner of the APM

3.16.12 The licensee may apply to the Authority to make amendments to the value of
the APM Cap (APMCt) in Appendix 1.

3.16.13 Any application under this Part must be made in writing to the Authority and
must include, for each proposed amendment to the value in Appendix 1:

(a) details setting out why the APM Cap is insufficient to enable the licensee to procure
effectively:

(b) details setting out why an amended APM Cap would be to the benefit of consumers

or, if none, would not harm the interests of consumers;

(c) details regarding the progress towards regulatory approval of projects for which the
APM Allowance has been used to procure; and
(d) any further information as may be required by the APM Governance Document.

3.16.14 An APM Re-opener application under this Part may only be submitted during

the first five working days of April 2026, April 2027, April 2028, April 2029 or
April 2030, or such other time as the Authority may direct.

3.16.15 A modification under this Part will be made under section 11A of the Act.

Part D: Authority-triggered Re-opener

3.16.16 The Authority may make amendments to any APM Cost Category by direction
where:

(a) with respect to the addition of a potential new APM Cost Category, it considers that
the proposed amendment will help to avoid delays to project delivery or increased
project costs;

(b) with respect to the modification of an existing APM Cost Category, it considers that

the updated APM Cost Category will help to avoid delays to project delivery or
increased project costs; or
(c) with respect to removal of an existing APM Cost Category, it considers that the

inclusion of this APM Cost Category has ceased to help to avoid delays to project
delivery or increased project costs.

3.16.17 Where an APM Cost Category is removed, any procurement undertaken prior to
the date on which the Authority publishes a consultation to propose the
removal of that APM Cost Category would remain eligible for APM Allowances.

3.16.18 The Authority may amend the value shown in Appendix 2 by direction where
the licensee reports through the Regulatory Reporting Pack {RRP} that a
portion of the Bespoke Procurement allowance specified in Appendix 2 has




been allocated to the APMR: since the previous RRP Regulatory Reporting Pack
submission. In such instances the amendment of the value shown in Appendix 2
directed by the Authority will be equal to the portion of the Bespoke
Procurement allowance that has been allocated to the APMR: since the previous
RRP Regulatory Reporting Pack submission.

3.16.19 The Authority may increase the value of APMC: in Appendix 1 by amendment
under section 11A of the Act where it considers that such an amendment is
required so that the licensee has sufficient APMC; available to make APM
Expenditure at the scale required to avoid (i) delays to project delivery or (ii)

increased project costs.

3.16.20 The Authority may decrease APMCt in Appendix 1 by amendment under section

11A of the Act where it considers that such an amendment is required so that
APMC: is not significantly in excess of what is required to make APM

Expenditure at the scale required to avoid (i) delays to project delivery or (ii)
increased project costs.

3-21.63.16.21 Before making a direction under Part B, Part C or paragraphs 3-16-15te
31617 3.16.16 to 3.16.18paragraph3-20-6;, the Authority will publish on the
Authority's Website:

(a) the text of the proposed direction, excluding any Confidential Information;
(b) the reasons for the proposed direction; and

(c) a period during which representations may be made on the proposed direction,
which will retbe less-thanup to 28 days_unless the Authority determines thata
longer period is appropriate.

Scheme Output Delivery 21/22 22/23 23/24 24/25 25/26 Al
Date

Name years

B ofapoewer March Infermation Decument:
statien—The 2027/
: a1 31
coRhect






322-73.16.22 Before making a decision to refuse to make a direction under paragraph

3-21-6Part B or Part C, the Authority will publish on the AutheritysAuthority’s
Website:

(a) the reasons for the decision not to make the proposed direction, excluding any

Confidential Information; and

fe>a period during which representations may be made on the proposed
decision to refuse the direction, which will ret-be lessthanup to 28 days:

{a)_unless the deliverystatus-of the-outputAuthority determines that has-net
beenFullyDelivered;







Part F: Reporting requirements

3.16.23 To inform calculation of APMS, the licensee must report any expenditure it has
incurred against the APM Allowance to the Authority through the RRP
Regulatory Reporting Pack for each Regulatory Year. The information required
in relation to APMS: through the RRP Regulatory Reporting Pack will include:

(a) the relevant APM Cost Categories the expenditure has been incurred against;

(b) the number of units procured against each APM Cost Category;

(c) the relevant APM Allowance that has been spent to secure procurement, split by
APM Cost Category;

(d) the expected delivery date for the Equipment or Related Services, or range of
delivery dates permitted under the contract(s);

(e) the named project that the Equipment or Related Services is intended be allocated

to, where known;

any given contractual commitments or milestones;

(g) forecast final total cost for delivery of the relevant Equipment or Related Services;

and

(h) any other information which the Authority may require.

3.16.24 To inform the calculation of APMR;, the licensee must report any allocation of

APM-procured Equipment or Related Services to a project to the Authority
through the RRP Regulatory Reporting Pack for each Regulatory Year. The

information required through the RRP Regulatory Reporting Pack in relation to
APMR: in the RRP Regulatory Reporting Pack will include:

(a) Ofgem scheme reference;

(b) project reference and scheme name;

(c) relevant funding mechanism and Speeiallicence €condition;
(d) APM contract reference as given in the APM Register;

(e) APM Cost Category;

(f) the number of units procured against each APM Cost Category;




(g) the total APM Allowance that was spent to secure those units; and
(h) any other information which the Authority may require.

3.16.25 As part of the RRP. Regulatory Reporting Pack submission for the Regulatory
Year commencing on 1 April 2025, which takes place during the Regulatory
Year commencing on 1 April 2026, licensees must include the information

required in this Part in relation to the Regulatory Year commencing on 1 April
2024,

Part G: Status of expenditure

3.16.26 No determination of an allowance specified in Appendix 1, 2 or 3 constitutes

approval by the Authority of any project in respect of which the allowance has
been used to procure Equipment or Related Services.

P H: Ineligible APM Expenditur

3.16.27 The Authority may modify the value of APMD: in Appendix 3 to disallow APM
Expenditure where the licensee:

a) procured Equipment or Related Services using its APM Allowance in a manner which
did not constitute Flexible Procurement or Bespoke Procurement;

(b) procured equipment or services which do not fall within the definitions of

Equipment and Related Services because, at the time of the procurement, they did
not fall within one or more APM Cost Category;

(c) has not used (by allocating to a project as is reported under the requirements set out
at paragraph 3.16.24nTE is-derived-inaccordance-with-the-) 25% or more of the

Equipment or Related Services it procured in the five-year period since the APM
Expenditure was incurred, and where the Authority considers that the volume of

Equipment or Related Services was significantly greater than what it was reasonable

to expect the licensee to have procured given the information available to the
licensee at the time the APM Expenditure was incurred;

(d) procured services for which use of the services was not possible to link to an APM
Cost Category;

(e) procured Equipment or Related Services for a project which had, at the date of
procurement, been designated as-a-EATO Projeetfor delivery by a competitive
appointed transmission owner;

(f) procured Equipment or Related Services for a project where the licensee has also
received Early Construction Funding as provided for in Special Condition 3.21;
is able to benefit financially from novating or otherwise transferring procurement
undertaken through the APM to another licensee or a third party;

(h) has made use of APM Expenditure for which it has not provided the Authority with,

either through RRPs Regulatory Reporting Packs or upon request, sufficient
information for the Authority to achieve confidence that the licensee has not already
received Authority funding for these activities; or

(i) has already received funding, of which the Authority has become aware, for the same
activity as the Authority might otherwise have allowed under the APM Allowance.




323:43.16.28 The licensee is only eligible to recover, on average (arithmetic mean)
across the portfolio of APM Cost Categories, 20% of the expected cost of the
Equipment or Related Services procured using the APM. The Authority may
disallow expenditure above 20%. This average will be calculated for a period of
three Regulatory Years, using data submitted through the RRPs Regulatory
Reporting Packs. The Authority will review licensee performance against this

requirement following fermula:submission of RRPs Regulatory Reporting Packs
following the end of each Regulatory Year.

InTE =InTU x-mindnTDAnTV)
3.16.29 -A modification under this Part will be made under section 11A of the Act.

Part I: APM Governance Document

where:
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3.16.31 The Authority will issue and amend the APM Governance Document by

direction.

3.16.32 The Authority will publish the APM Governance Document on the Authority’s
Website, excluding any Confidential Information.

3.16.33 IntreduetionThe APM Governance Document will make provision about the
governance and administration of the APM Allowance and APM Re-opener,

including:
(a) the eligibility criteria in respect of expenditure incurred in relation to the allowance

rovided by this iallicence €condition and what evidence the licensee should
provide to show that the criteria are satisfied;

(b) the operation of the APM Re-openers including what information the licensee should

provide when applying for any APM Re-opener;

(c) the reporting obligations in respect of expenditure incurred in relation to the APM;

(d) information and guidance with respect to interactions with EATO Prejeets projects
designated for delivery by a competitive appointed transmission owner, ASTI, and

any other related regulatory frameworks as specified in the APM Governance
Document; and

(e) the list of APM Cost Categories, including a specification as to which APM Cost
Categories relate only to Bespoke Procurement.

3.16.34 Before the Authority directs that the APM Governance Document comes into
effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed APM Governance Document, excluding any Confidential
Information;

(b) the date on which the Authority intends the APM Governance Document to come
into effect; and

(c) a period during which representations may be made on the content of the APM

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

3.16.35 Before directing an amendment to the APM Governance Document, the
Authority will publish on the Authority’s Website:

(a) the text of the amended APM Governance Document, excluding any Confidential
Information;

b) the date on which the Authority intends the amended APM Governance Document to
come into effect;

(c) the reasons for the amendments to the APM Governance Document; and

(d) a period during which representations may be made on the amendments to the APM
Governance Document, which will be up to 28 days unless the Authority determines
that a longer period is appropriate.




A ndix 1 nfidential
Values of APMC;

Value of term (£m)

APMCt Has the value given in the APM Register

Appendix 2 (confidential)

Bespoke Procurement allowance

Value of Bespoke Procurement allowance (£m)
Has the value given in the APM Register

Appendix 3 (confidential

Value of APMD¢

Term PMD: value (£m)
APMD¢ Has the value given in the APM Register

Special Condition 3.17 Load use it or lose it allowance (L)

Intr ion

326-13.17.1 The purpose of this condition is to calculate the term O€(the-Overhead
Line-ConductorPrice-Control DeliverableLlt (the load investment term). This
contributes to the calculation of the Totex Allowance.




(a) specify the associated allowance for the substatienauxiliary-systemsload investment

use it or lose it allowance; and

(b) specify eligibility criteria for projects;

(c) require the licensee to comply with the Load UIOLI Governance Document;: and
(d) explain the process the Aauthority will follow when issuing or amending the Load

UIOLI Governance Document; and
{b}(e) provide for a Use It Or Lose It Adjustment.

Part A: Formula for calculating the substation-auxiliary-systems]oad
investment term (SAS:Ll)

3:2733.17.3 The value of SAS:Ll: is derived in accordance with the following formula:
SAS=SASA—~SASR:
—— =LA LIR




t—1
LI, = min (LIE,, LIC — T LIP ;) — LID,
t=2$é/27

where:
SASA:LIC means the total value of the licensee’s expenditure cap for the load use it or

lose it allowance for the Price Control Period set out in Appendix 1; and

LIE¢ means the licensee's expenditure on load use it or lose it allowance projects
that the licensee reports to the Authority it has incurred that Regulatory
Year for the preceding year of the RIIO-ET3 price control; and

LIP: means the licensee’s expenditure on load use it or lose it allowance projects

that the licensee has reported to the Authority for previous Regulatory
Years of the Price Control Period.

LA means-the sum-of allowaneesinAppendix1;and

SASR: has the value zero unless otherwise directed by the Authority in accordance
—— L with Part €€D.

3.17.4 The licensee may use the load use it or lose it allowance Lead B1OLT alloewanee
for any eligible project, as set out at paragraph 3.17.5.

3.17.5 For a project to be eligible under this condition, the licensee must ensure that

any expenditure incurred relates only to projects that have a total forecast cost
of £40m or less and are in relation to one or more of the following activities:

(a) Generation Connection projects, including all infrastructure related to that project,

that are defined as atypical generation projects under Special Condition 3.11 Part B.

(b) Demand Connection projects, including all infrastructure related to that project, the

eould be provided forunder Special Condition3-12 that are defined as atypical
demand connection projects under Special Condition 3.12 Part BE;

(c) projects requested in writing by the ISOP relating to their determination that a
system operability, constraint management, OMW connection project or substation
work is required to accommodate embedded generation.;

(d) projects that are required in order to meet NETS SQSS requirements regarding
security, or system operability;

e) Harmonic Filtering projects that are needed following requests from the licensee’s

customers to aggregate and deliver Harmonic Filtering requirements or system
studies by the ISOP or the licensee showing a need for additional Harmonic Filtering
on the National Electricity Transmission System;




(f) protection projects that are needed following system studies by the ISOP or the
licensee showing a need for changes to the protection settings or replacement of
protection relay with inadequate range, a need for dynamic line ratings or a need for
an operational intertrip;

(g) load related projects identified and requested in writing by the ISOP; and
(h) Operational Load Management Schemes, subject to the receipt of a System Operater

STC)} planning request.

(i) _Site Separation projects due to power station closure.
P L I0OLI vernance D men

3.17.6 _The licensee must comply with the Load UIOLI Governance Document when

incurring expenditure in relation to the allowance provided by this licence
condition.

3.17.7 The Authority will issue and amend the Load UIOLI Governance Document by
direction.

3.17.8 The Authority will publish the Load UIOLI Governance Document on the
Authority’s Website.

3.17.9 The Load UIOLI Governance Document will make provision about the
governance and administration of the load investment use it or lose it allowance

including the reporting obligations in respect of expenditure incurred in
relation to load investment which the licensee must meet.

3.17.10 Before the Authority directs that the L.oad UIOLI Governance Document comes
into effect, the Authority will publish on the Authority’s Website:

(a) the text of the proposed Load UIOLI Governance Document;

(b) the date on which the Authority intends the Load UIOLI Governance Document to

come into effect; and

(c) the period during which representations may be made on the content of the Load
UIOLI Governance Document, which will be up to 28 days unless the Authority
determines that a longer period is appropriate.

3.17.11 Before directing an amendment to the Load UIOLI Governance Document, the
Authority will publish on the Authority’s Website:

a) the text of the amended Load UIOLI Governance Document;

b) the reasons for amendments to the LLoad UIOLI Governance Document;

(c) the date on which the Authority intends the amended Load UIOLI Governance

Document to come into effect; and

(d) the period during which representations may be made on the amendments to the
Load UIOLI Governance Document, which will be up to 28 days unless the Authority
determines that a longer period is appropriate.




P D: itOrL It Adjustmen

32743.17.12 The Authority will direct an amendment to the value of SASR«LIRt, where
it considers that a Use It Or Lose It Adjustment is appropriate_becauseif the

licensee has faileds to comply with the requirements set out in the Load UIOLI

Governance Document.

Part E: Authority's direction process

3-2753.17.13 Before making a direction under paragraph 3.17.123-26-5;, 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) 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.

3.17.14 The direction will set out the value of the LIR: term and the Regulatory Years to
which that adjustment relates.

Appendix 1
Load UIOLI allowance cap (LIC) (£m

2026/27 |2027/28 |2028/29 |2029/30 2030/31 |Total

He42 He42 He42 He42 He42 582.10

Z

GE
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Special Condition 3.18 Load Re-opener and Price Control
Deliverable (LR})

Intr ion

3.18.1 The purpose of this condition is to specify the value of the term-and LR: (the

Load Re-opener term). This contributes to the calculation of the Totex

Allowance.

3.18.2 The effect of this condition is to:

(a) specify the Load Re-opener Outputs, delivery dates and allowances for the Price
Control Deliverable (Part B);

b) establish a Re-opener for the licensee to apply for a Project

Assessment Decision (Part C);
(c) specify the requirements or exemptions for an Eligibility Letter submission to the

Authority ahead of any application for a Project Assessment Decision (Part D);

(d) specify the requirements or exemptions for approval of the Needs Case by the

Authority ahead of any application for a Project Assessment Decision (Part E

(e) provide for a decision in relation to a Cost and Output Adjusting Event (Part F);




(f) Provide for modification of the delivery dates in Appendix 1 to reflect any
adjustments made in Special Condition 4.8 Major Projects ODI-F (Part G)

(g) provide for an assessment of the Price Control Deliverable (Part H); and

(h) establish the Load Re-opener Guidance and Submission Requirements Document
(Part]).

3.18.3 This condition also sets out the process the Authority will follow when making

any changes to Appendix 1 following a Project Assessment Decision by the
Authority with respect to Part C.

Part A: Formula for calculating the load Re-opener allowance term (LRt)

3.18.4 The value of LRt is derived in accordance with the following formula:
LR, = LRA, — LRAA,

where:

LRA: means the sum of allowances in vear tin Appendix 1; and

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

accordance with Part G H.

P B: L Re- ner
3.18.5 Appendix 1 specifies the outputs that must be Fully Delivered by the licensee by
the delivery dates and the allowances associated with those outputs.

3.18.6 lLoad Re-opener Qutputs must be Fully Delivered by the licensee by the delivery
dates specified in Appendix 1.

Part C: Project Assessment Decision and pre-application requirements

3.18.7 The licensee may apply to the Authority for a Project Assessment Decision and
an associated modification of Appendix 1 fera to establish:

(a) a Load Re-opener Output;

(b) a delivery date for a Load Re-opener Output; and
(c) associated allowances.

3.18.8 In any application for a proposed modification under this Part, the licensee
must set out the information as specified in the Lead Re-epener Guidance

Deecumentload Re-opener Guidance and Submission Requirements Document.

3.18.9 Before applying for a Project Assessment Decision under paragraph 3.18.776

the licensee must:

(a) obtain:

i. approval of eligibility to apply as provided for in Part D, unless relieved
of this requirement by the Authority in RII0O-3 Final Determinations or
otherwise directed by the Authority under Part D; or




ii. the Authority's approval of Needs Case as provided for in Part E, unless
relieved of this requirement by the Authority in RII0O-3 Final
Determinations or otherwise directed by the Authority under Part D.

b) confirm all i i material planning consent applications, in

instances where these consents are required, have been submitted, unless relieved
of this requirement by the Authority.

3.18.10 The licensee may apply to the Authority for a Project Assessment Decision and

an associated modification of Appendix 1, in each of the Regulatory Years of the
Price Control Period in:

(a) The first five working days in April in the regulatory yvears 2027 /28 to 2030/2031;

(b) The first five working days in October in the regulatory years 2026/27 to
2030/2031;

(c) 5-8 May 2026 in the regulatory vear 2026 /27 only; or
(d) as otherwise directed by the Authority.

3.18.11 Any modification under this Part will be made under section 11A of the Act.

3.18.12 The Authority will aim to provide its decision to the licensee on a Project
Assessment Decision in writing within six months of receipt.

Part D: Eligibility Letter

3.18.13 The licensee must submit an Eligibility Letter to the Authority for a proposed
Load Re-opener OQutput ahead of any application for a Project Assessment
Decision under Part-B C of this condition, unless relieved of this requirement by
the Authority after RII0-3 Final Determinations or otherwise directed by the

Authority.

3.18.14 When submitting an Eligibility Letter for a proposed Load Re-opener Qutput,

the licensee must comply with the requirements set out in the Load Re-opener
Guidance and Submission Requirements Document.

3.18.15 Following the receipt of an Eligibility Letter for a proposed Load Re-Opener
Qutput, the Authority will determine whether the licensee may next apply for:

(a) a Project Assessment Decision under Part C, following Authority approval of the
Needs Case, optioneering and preferred solution presented in the Eligibility Letter;
or

(b) approval of a Needs Case from the Authority under Part E£E before a Project

Assessment Decision under Part-D-C.

3.18.16 The licensee may submit an Eligibility Letter to the Authority, in each of the
Regulatory Years of the Price Control Period in:

(a) The first five working days in April in the regulatory yvears 2027/28 - 2030/31;
(b) The first five working days in October in the regulatory vears 2026/27 - 2030/31;
(c) 5-8 May 20826 in the regulatory vears 2026/27 only; or

(d) as otherwise directed by the Authority




three months.

Part E: Needs Case

3.18.18 The licensee must submit a Needs Case to the Authority, unless otherwise
directed by the Autheority if the Authority:

(a) determines that a Needs Case is required under Part ED or

(b) otherwise directs that a Needs Case is required.

3.18.19 If the Authority directs that a Needs Case is required under paragraph 3.18.15 it
will publish its reasons in writing as set out under 3.18.17.

3.18.20 When submitting a Needs Case, the licensee must comply with the requirements
set out in the Lead Re-epener Load Re-opener Guidance and Submission

Requirements Document.

3.18.21 A Needs Case must be submitted nelessthan twelve menths prior to the
licensee's intended date for issuing its Final Planning Consultation, unless

otherwise directed by the Authority.

3.18.22 The Authority will aim to provide its decision on a Needs Case in writing within
six months of receipt.

Part F: Cost And Output Adjusting Event

3.18.23 The licensee may apply to the Authority under this Part for a modification to the
Load Re-opener Output or allowances in Appendix 1 ix2 where it

considers there has been one or more Cost And Output Adjusting Event.

3.18.24 The licensee may only apply for a modification under this Part to adjust
allowances in Appendix 1 where:

(a) expenditure has increased or decreased by at least the percentage specified in
paragraph 3.18.26, relative to the relevant allowance in Appendix 1 because of the
Cost And Output Adjusting Event;

(b) the increase or decrease in expenditure is expected to be efficiently incurred or

saved;

(c) amodification is required to maintain, so far as is reasonably practicable, the

financial position of the licensee as if the Cost And Output Adjusting Event had not
occurred; and

(d) the licensee could not have either:

i. reasonably foreseen the Cost And Output Adjusting Event or Cost And
Output Adjusting Events; or

ii. economically and efficiently planned a contingency for the Cost And
Qutput Adjusting Event.




3.18.25 The licensee may apply under this Part to modify the Load Re-opener Qutputs

in Appendix 1 only where there is a significant change to the scope of the
relevant Load Re-opener OQutput.

3.18.26 The percentage referred to in paragraph 3.18.234(a) is:

(a) 10%:; or

(b) such other percentage as the Authority may specify by direction.

3.18.27 The percentage threshold in paragraph 3.18.234 (a) is calculated before the
application of the Totex Incentive Mechanism Rate.

3.18.28 Where there has been more than one Cost And Output Adjusting Event, the

licensee may apply for those events as a single Cost And Output Adjusting Event
if the Authority has directed that the events in relation to the relevant Load Re-
opener OQutput should count cumulatively towards the percentage threshold.

3.18.29 Unless the Authority otherwise directs, the licensee must make any application

under this Part no later than three months after the delivery date for the Load
Re-opener Output.

3.18.30 An application under this Part must be made in writing and must:

(a) include detailed supporting evidence that a Cost And Output Adjusting Event has
occurred which meets the requirements set out in paragraph 3.18.234 or paragraph
3.18.245:;

(b) set out any amendments requested to the Load Re-opener Qutput or associated
allowances in Appendix 1 or Appendix 2;

c) where applicable, explain the basis of the calculation for any proposed adjustment to
the allowances in Appendix 1; and

(d) include a statement from a technical adviser stating that, considered in the context of

the value of the Load Re-opener Output, the proposed adjustments to the Load Re-

opener Output or associated allowances reasonably reflect the effects of the Cost
And Output Adjusting Event.

3.18.31 A technical adviser referred to in paragraph 3.18.30(d)_will be:

a) the relevant Independent Technical Adviser if one has been appointed under Special
Condition 6.2 (Independent Technical Adviser) for the Load Re-opener Output; or

b) if an Independent Technical Adviser has not been appointed for the Load Re-opener
Qutput, a technical adviser who is external to and independent from the licensee.

3.18.32 The Authority may make a modification under this Part where:

(a) there has been an application under this Part;

(b) there has been a Cost And Output Adjusting Event in relation to the relevant Load
Re-opener Qutput; and

(c) the requirements of paragraphs 3.18.24 to 3.18.30, have been met.
3.18.33 A modification under this Part will be made under section 11A of the Act.




ODI-F Target Delivery Date or Major Projects Penalty Exemption Period

ision under ial ndition 4.8 (Major Pr liv

3.18.34 The Authority will modify the delivery dates in Appendix 1 for a Load Re-

opener Output where it decides under Special Condition 4.8 (Major Projects

output delivery incentive) to make a modification to the Major Projects ODI-F
Penalty Exemption Period and/or Major Projects ODI-F Target Delivery Date
which applies to a Load Re-opener Qutput.

3.18.35 A modification under this Part will be made under section 11A of the Act.

Part H: Assessment of the Price Control Deliverable (LRt)

3.18.36 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 LRAA: where the

licensee has not Fully Delivered an output in Appendix 1.

Part I: Process the Authority will follow in making a direction.

3.18.37 Before making a direction under Part H 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) 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.

3.18.38 A direction in respect of Part H will set out:

(a) the delivery status of the L.oad Re-opener Qutput that has not been Fully Delivered;
(b) the value of the LRt 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 LRt term.

Re-

3.18.39 The licensee must comply with the Load Re-opener Guidance and Submission

Requirements Document when making an application under Part C, Part F, or
Part G or if seeking approval under Part D or Part E.

3.18.40 The Authority will issue and amend the Load Re-opener Guidance and
Submission Requirements Document by direction.

3.18.41 The Authority will publish the Load Re-opener Guidance and Submission
Requirements Document on the Authority's Website.

3.18.42 The Load Re-opener Guidance and Submission Requirements Document will
make provision about the detailed requirements.



3.18.43 Before the Authority directs that the Load Re-opener Guidance and Submission
Requirements Document comes into effect, the Authority will publish on the
Authority's Website:

(a) the text of the proposed the Load Re-opener Guidance and Submission Requirements

Document.

(b) the date on which the Authority intends the the L.oad Re-opener Guidance and

Submission Requirements Document to come into effect; and

(c) the period during which representations may be made on the text of the proposed
the Load Re-opener Guidance and Submission Requirements Document, which will
be up to 28 days unless the Authority determines that a longer period is appropriate.

3.18.44 Before the Authority directs that an amendment to the the Load Re-opener
Guidance and Submission Requirements Document be made, the Authority will
publish on the Authority's Website:

(a) the text of the amended the L.oad Re-opener Guidance and Submission Requirements

Document;

(b) the date on which the Authority intends the amended the L.oad Re-opener Guidance

and Submission Requirements Document to come into effect;

(c) the reasons for the amendments to the the Load Re-opener Guidance and

Submission Requirements Document; and

(d) the period during which representations may be made on the amendments to the the
Load Re-opener Guidance and Submission Requirements Document, which will be
up to 28 days unless the Authority determines that a longer period is appropriate.
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Special Condition 3.19 CSNP Re-opener and Price Control

Deliverable (CSNPR)

Intr ion

3.19.1 The purpose of this condition is to specify the value of CSNPR: (the CSNP Re-
opener term). This contributes to the calculation of the Totex Allowance.

3.19.2 The effect of this condition is to:

(a) specify the CSNP Re-opener Qutputs and delivery dates for the Price Control
Deliverable (Part C);

(b) establish a Re-opener for the licensee to apply for a CSNP Re-opener Project

Assessment Decision (Part D);

(c) provide for a decision in relation to a Cost and Output Adjusting Event (Part E);

d) provide for modification of the delivery dates in Appendix 1 to reflect an
adjustments made in Special Condition 4.8 Major Projects ODI-F (Part F);
e) provide for an assessment of the Price Control Deliverable (Part G); and

(f) establish the CSNP Re-opener Guidance and Submissions Requirements Document
(Part HI).

3.19.3 This condition sets out the process the Authority will follow when making any
changes as a result of the CSNP Re-opener.



Part A: Formula for calculating th NP Re- ner term NPR

3.19.4 The value of CSNPR: is derived in accordance with the following formula:
CSNPR; = CSNPA,— CSNPD;

Where:

CSNPA: is the sum of the allowances indicated in Appendix 1 for
Regulatory Year t; and

CSNPD: has the value zero for any CSNP Re-opener OQutput unless
otherwise directed by the Authority in accordance with Part

G.

P B: NP Re- ner

3.19.5 The CSNP Re-opener Qutputs specified in Appendix 1 must be
delivered to the full specification no later than 12 months after the delivery date

specified in Appendix 1.

3.19.6 After the-a CSNP Re-opener Output specified in Appendix 1 has been
Delivered delivered to the full specification it must be operational and available
for use by the ISOP to the minimum availability standard as determined as part
of Project Assessment Decision under Part D, calculated and specified in

Appendix 2 after application of the exclusions set out in the CSNP Re-opener
Guidance and Submissions Requirements Document.

Part C: Setting a CSNP Re-opener Output

3.19.7 The Authority may make a modification to Appendix 1 under this Part to specify
or amend any CSNP Re-opener Output, delivery dates and allowances where the
Authority is acting to give effect to a recommendation from the ISOP, and where
the requirements specified in paragraph 3.19.8_apply.

3.19.8 The requirements are:

(a) the ISOP has defined an investment to be delivered by the licensee and published a
recommendation to that effect, in any CSNP or transitional CSNP;

(b) the relevant investment is load related; and

(c) thatthe Authority considers the recommended investment to be sufficiently
developed in that the recommended investment:

i.  has a confirmed needs case;

ii. is notexpected to be delivered through onshore competitive tenders;

iii. represents a single preferred solution that the Authority considers has
been sufficiently developed, such that the licensee can begin developing
a detailed design and undertake pre-construction activities such as
those covered by Pre-Construction Funding;

iv. has a P50 Delivery Date; and
v. _has an estimated forecast project totex.



3.19.9 The Authority will, in specifying any CSNP Re-opener Qutputs-and-delivery

dates, have regard to relevant provisions of the CSNP. The Authority will specify
a delivery date it ! for a CSNP Re-opener

Output: using the approach as set out in the CSNP Re-opener Guidance and
Submissions Requirements Document.

3.19.10 A modification under this Part will be made under section 11A of the Act.

P D: Application for NP Re- ner Proj A ment Decision
modify A ndix 1 or A ndix 2

3.19.11 The licensee may, in respect of any CSNP Re-opener Output, apply to the
Authority for a modification of:

a) Appendix 1 to amend the CSNP Re-opener Output and to specify the associated
allowances; and

b) Appendix 2 to specify the minimum availability standard after delivery.

3.19.12 For any proposed modification under this Part, the licensee must set out the

information as specified in the CSNP Re-opener Guidance and Submissions
Requirements Document.

3.19.13 Unless the Authority otherwise directs, the licensee may only apply for a
modification under this Part:

a) after submission of all material planning consent applications; and

(b) within the first five Working Days of April or October of any Regulatory Year, or such
other time as the Authority may direct.

3.19.14 A modification under this Part will be made under section 11A of the Act.
Part E: An Adjusting Even

3.19.15 The licensee may apply to the Authority under this Part for a modification to the

CSNP Re-opener Output or allowances in Appendix 1 where it considers there
has been one or more Cost And Output Adjusting Event.

3.19.16 The licensee may only apply for a modification urderthis Part to adjust
allowances in Appendix 1 where:

(a) expenditure has increased or decreased by at least the percentage specified in
paragraph 3.19.18, relative to the relevant allowance in Appendix 1 because of the

Cost And Output Adjusting Event;
(b) the increase or decrease in expenditure is expected to be efficiently incurred or

saved;

(c) amodification is required to maintain, so far as is reasonably practicable, the

financial position of the licensee as if the Cost And Output Adjusting Event had not
occurred; and

(d) the licensee could not have either:

i. reasonably foreseen the Cost And Output Adjusting Event or Cost And
Output Adjusting Events; or




ii. economically and efficiently planned a contingency for the Cost And
Output Adjusting Event.

3.19.17 The licensee may apply underthis Part to modify the CSNP Re-opener Qutputs
in Appendix 1 only where there is a significant change to the scope of the

relevant CSNP Re-opener Output.

3.19.18 The percentage referred to in paragraph 3.19.16(a).is:
(a) 10%:; or
(b) such other percentage as the Authority may specify by direction.

3.19.19 The percentage threshold in paragraph 3.19.16(a)_is calculated before the
application of the Totex Incentive Mechanism Rate.

3.19.20 Where there has been more than one Cost And Output Adjusting Event, the
licensee may apply for those events as a single Cost And Output Adjusting Event
if the Authority has directed that the events in relation to the relevant CSNP Re-
opener Output should count cumulatively towards the percentage threshold.

3.19.21 Unless the Authority otherwise directs, the licensee must make any application

under this Part no later than three months after the delivery date for the CSNP
Re-opener Output.

3.19.22 An application under this Part must be made in writing and must:

(a) include detailed supporting evidence that a Cost And Output Adjusting Event has

occurred which meets the requirements set out in paragraph 3.19.16_and/or
paragraph 3.19.17_and in the CSNP Re-opener Guidance and Submissions

Requirements Document;
(b) set out any amendments requested to the CSNP Re-opener Output or associated
allowances in Appendix 1;
c) where applicable, explain the basis of the calculation for any proposed adjustment to
the allowances in Appendix 1; and
(d) include a statement from a technical adviser stating that, considered in the context of
the value of the CSNP Re-opener Output, the proposed adjustments to the CSNP Re-

opener Output or associated allowances reasonably reflect the effects of the Cost
And Output Adjusting Event.

3.19.23 A technical adviser referred to in 3.19.22(d)_will be:

(a) the relevant Independent Technical Adviser if one has been appointed under Special
Condition 6.2 (Independent Technical Adviser) for the CSNP Re-opener Output; or

(b) if an Independent Technical Adviser has not been appointed for the CSNP Re-opener
Qutput, a technical adviser who is external to and independent from the licensee.

3.19.24 The Authority may make a modification under this Part where:

(a) there has been an application under this Part;

(b) there has been a Cost And Output Adjusting Event in relation to the relevant CSNP
Re-opener Qutput; and



(c) the requirements of paragraphs 3.19.16_to 3.19.22, as applicable, have been met.
3.19.25 A modification under this Part will be made under section 11A of the Act.

delivery incentive (MPIy))

3.19.26 The Authority will modify the delivery dates in Appendix 1 for any relevant
CSNP Re-opener Output where it decides under Special Condition 4.8 (Major

Projects output delivery incentive (MPIt)) to make a modification to the Major
Projects ODI-F Penalty Exemption Period and/or Major Projects ODI-F Target

Delivery Date which applies to athat CSNP Re-opener Output.
3.19.27 A modification under this Part will be made under section 11A of the Act.

P A ment of the Pri ntrol Deliverabl NPD

3.19.28 The Authority may, in accordance with the assessment principles set out in Part

A of Special Condition 9.3 (Price Control Deliverable assessment principles and
reporting requirements), direct a value for CSNPD: where the licensee has not
Fully Delivered a CSNP Re-opener Output as specified in Appendix 1.

H: Wh

3.19.29 Before making a direction under Part G, 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.

3.19.30 TheA direction made under this Part G will set out;

(a) the delivery status of the CSNP Re-opener Output that has not been Fully Delivered;

fe3(b) the value of the SASR{CSNPR: term and the Regulatory Years to which thatthe
adjustment relates-; and

Appendix1
Sul . 15 I (£m)

c) the methodology and data that have been used to decide the delivery status and
value of any adjustments to the CSNPR: term.

. CSNP Re-

3.19.31 The licensee must comply with the CSNP Re-opener Guidance and Submissions
Requirements Document when making an application under Parts D or E.



3.19.32 The CSNP Re-opener Guidance and Submissions Requirements Document will
make provision about the detailed requirements for Parts D and E.

3.19.33 The Authority will amend the CSNP Re-opener Guidance and Submissions
Requirements Document by direction.

3.19.34 Before directing that the CSNP Re-opener Guidance and Submissions

Requirements Document comes into effect, the Authority will publish on the
Authority's Website:

(a) the text of the proposed CSNP Re-opener Guidance and Submissions Requirements
Document;

(b) the date on which the Authority intends the CSNP Re-opener Guidance and
Submissions Requirements Document to come into effect; and

(c) the period during which representations may be made on the text of the proposed

CSNP Re-opener Guidance and Submissions Requirements Document, which will be
up to 28 days unless the Authority determines that a longer period is appropriate.

3.19.35 The Authority will publish the CSNP Re-opener Guidance and Submissions
Requirements Document on the Authority's Website.

3.19.36 Before amending the CSNP Re-opener Guidance and Submissions Requirements
Document by direction, the Authority will publish on the Authority's Website:

(a) the text of the amended CSNP Re-opener Guidance and Submissions Requirements

Document;

(b) the date on which the Authority intends the amended CSNP Re-opener Guidance and
Submissions Requirements Document to come into effect;

(c) the reasons for the amendments to the CSNP Re-opener Guidance and Submissions
Requirements Document; and

(d) a period during which representations may be made on the amendments to the

CSNP Re-opener Guidance and Submissions Requirements Document, which will be
up to 28 days unless the Authority determines that a longer period is appropriate.

A ndix 1

CSNP Re-opener OQutputs, delivery dates, mini ilabili and
allowances (CSNPR¢) (£m)

CSNP Re- Regulatery 2026/27 2027/28 2028/29 2029/30 2030/31
opener YearDelive

Output ry date
202122 2022723 |2023/24 |2024/25 |2025/26 |Tetal




SASA: 700 692 684 676 6:68 3420
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Special- Condition-3-41Special Condition 3.20 Accelerated strategic
transmission investment Pre-Construction Funding Re-opener,

Price Control Deliverable and Use It Or Lose It Adjustment (APCFy)

Introduction

3-4113.20.1 The purpose of this condition is to calculate the term APCF: (the ASTI Pre-
Construction Funding Price Control Deliverable term). This contributes to the
calculation of the Totex Allowance.

3:41:23.20.2 The effect of this condition is to:
(a) specify the outputs, delivery dates and associated allowances for the Price Control

Deliverable;

(b) establish a Re-opener for the licensee to trigger where it expects to incur costs for
Pre-Construction Works in relation to an ASTI in addition to the allowances in
Appendix 1;

(c) provide for an assessment of the Price Control Deliverable; and
(d) provide for a Use It Or Lose It Adjustment.

3:41:33.20.3 This condition also sets out the process the Authority will follow when
making changes to Appendices 1 and 2 as a result of the Re-opener.

Part A: Formula for calculating the ASTI Pre-Construction Funding Price
Control Deliverable term APCF:

3:4143.20.4 The value of APCFtis derived in accordance with the following formula:
APCF; = APCFA, — APCFRA;
where:

APCFA: means the allowances in Appendix 1; and

APCFRA: has the value zero unless otherwise directed by the Authority in accordance
with Part D.

Part B: ASTI Pre-Construction Funding outputs

3-4153.20.5 Appendix 2 specifies the outputs the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

Part C: Scope of the ASTI Pre-Construction Funding Re-opener

3414.63.20.6 The licensee may, in respect of an ASTI, apply to the Authority for a
modification to the outputs, delivery dates or allowances in Appendices 1 and 2
where:

(a) the licensee has incurred, or expects to incur, costs for Pre-Construction Works for
outputs that are not already specified in Appendix 2, if no allowances for Pre-
Construction Works have previously been provided under Special Condition 3.15
(Pre-Construction Funding Re-opener and Price Control Deliverable};) of this licence
as in force on 31 March 2026;




(b) the licensee expects that the total costs for Pre-Construction Works in relation to all
outputs in Appendix 2 will exceed the total allowances in Appendix 1 by the
Materiality Threshold; or

(c) the licensee expects a material change to one of the outputs or delivery dates in
Appendix 2.

3:41-73.20.7 The licensee must notify the Authority in writing of its intention to make
an application under 3.40820.6 at least 8 weeks before making an application,
unless the Authority directs otherwise.

3-41.83.20.8 An application under paragraph 3.20.6 must be made in writing and
include:

(a) a breakdown of what Pre-Construction Works are expected to be undertaken;
(b) a breakdown of the incurred and expected costs for Pre-Construction Works;

(c) an overview of the ASTI or ASTIs to which the Pre-Construction Works and
associated costs relate;

(d) the specification of any additional outputs that the licensee considers should be
added to Appendix 2;

(e) ajustification of why any additional Pre-Construction Works and/ or additional
allowances are required; and

(f) any amendments requested to the outputs, delivery dates or allowances set out in
Appendix 2.

3:41:93.20.9 The licensee must comply with the Accelerated Strategic Transmission
Investment Guidance and Submissions Requirements Document when making
an application under this Part.

3414163.20.10 A modification under this Part to the outputs, delivery dates and
allowances in Appendix 2 and the allowances in Appendix 1 will be made under
section 11A of the Act.

Part D: Assessment of the Price Control Deliverable (APCFRA¢)

3.20.11 The Authority will direct a value for APCFRA: where either of the following is
(a) an adjustment in accordance with the assessment principles set out in Part
A of Special Condition 9.3 (Price Control Deliverable assessment principles
and reporting requirements), where the licensee has not Fully Delivered an

output in Appendix 2; or

(b) a Use It Or Lose It Adjustment, which will be assessed after any assessment

under sub-paragraph (a).

_ ill the Authority follow i Ki lirection?

3.20.12 Before making a direction under paragraph 3.20.11 the Authority will publish
on the Authority's Website:

(a) the text of the proposed direction;




341311 -the reasons for the proposed direction;40-11the-Autherity-will publish-on-the
Authority's Website:

(c) a period during which representations may be made on the proposed direction,
which will ret-be less-thanup to 28 days_unless the Authority determines that a
longer period is appropriate.

341423.20.13 A direction under paragraph 3.40820.11 will set out the value of the
APCFRAt term and the Regulatory Years to which the adjustment relates, and
where the direction is under paragraph 3.40820.11(a) will set out:

(a) the delivery status of the output that has not been Fully Delivered; and

(b) the methodology and data that has been used to decide the delivery status and value
of any adjustments to the APCFRAt term.

Appendix 1
Appendix1
ASTI Pre-Construction Funding Allowance table (£m)
Total Value
NGET Have the values given in the ASTI Confidential Annex. (Sum of allowances
from Appendix 2, PCF Allowance)
Appendix 2
Appendix2
ASTI Pre-Construction Funding Price Control Deliverables (£m)
Project Name Output Delivery PCF Allowance
Date
New 400 kV double circuit in south  Submission of all 31 March Have the values
East Anglia (NOA Code: ATNC) material planning 2026 given in the ASTI
consent applications for Confidential
ATNC Annex.
400 kV upgrade of Brinsworth to Submission of all 31 March Have the values
Chesterfield double circuit and material planning 2026 given in the ASTI
Chesterfield to High Marnham consent applications for Confidential
double circuit. New High Marnham EDEU Annex.
and Chesterfield 400 kV substations
(NOA Code: EDEU)
New Chesterfield to Ratcliffe-on-Soar Submission of all 31 March Have the values
400 kV double circuit (NOA Code: material planning 2026 given in the ASTI

EDN2)




Project Name Output Delivery PCF Allowance

Date

consent applications for Confidential

EDN2 Annex.
Uprate Hackney, Tottenham and Submission of all 31 March Have the values
Waltham Cross 275 kV to 400 kV material planning 2026 given in the ASTI
(NOA Code: HWUP) consent applications for Confidential

HWUP Annex.
Eastern subsea HVDC Link from east Submission of all 31 March Have the values
Scotland to seuth-HumberareaWest material planning 20262028 given in the ASTI
Norfolk (EGL4) (NOA Code: TGDC)  consent applications for Confidential

TGDCEGL4 Annex.
Eastern Scotland to England 3rd link: Submission of all 31 March Have the values
Peterhead to West Norfolk offshore material planning 2028 given in the ASTI
HVDC (EGL3) (NOA Code: E4L5) consent applications Confidential

for EGL3 Annex.
New 400KV double circuit between Submission of all 27 Have the values
South Humber and West material planning February given inthe ASTI
Norfolk (NOA Code: GWNC) consent applications 2029 Confidential

for GWNC Annex.

Special Condition3-42Special Condition 3.21 Accelerated strategic
transmission investment Re-opener and Price Control Deliverable

term (ASTIRy)

Introduction

34213.21.1 The purpose of this condition is to specify the value of the term ASTIR:
(the accelerated strategic transmission investment Re-opener term). This
contributes to the calculation of the Totex Allowance.

34223.21.2 The effect of this condition is to:

(a) specify the ASTI Outputs, delivery dates and allowances for the Price Control
Deliverable;

(b) establish a Re-opener for the licensee to apply for an adjustment to the ASTI
Outputs, delivery dates and allowances in Appendix 1 and the minimum circuit
availability standard after delivery in Appendix 2;

(c) provide for an assessment of the Price Control Deliverable; and

(d) establish the Accelerated Strategic Transmission Investment Guidance and
Submissions Requirements Document.

34233.21.3 This condition also sets out the process the Authority will follow when
making changes to Appendix 1 as a result of the Re-epeneropeners.



Part A: Formula for calculating the accelerated strategic transmission
investment Re-opener term (ASTIRy)

34243.21.4 The value of ASTIR: is derived in accordance with the following formula:
ASTIR, = ASTIA, — ASTIRA,
where:

ASTIA:  means the allowances in Appendix 1; and
ASTIRA: has the value zero unless otherwise directed by the Authority in accordance
with Part G.
Part B: ASTI Outputs

3:42.53.21.5 The licensee must deliver the ASTI Outputs no later than 12 months after
the delivery dates specified in Appendix 1.

3.42.63.21.6 After the ASTI Output has been delivered it must be operational and
available for use by the ISOP for the period specified in Appendix 2 after
application of the exclusions set out in Chapter 4 of the Accelerated Strategic
Transmission Investment Guidance and Submissions Requirements Document.

Part C: Early Construction Funding

342-73.21.7 The licensee may, in respect of any ASTI Output, apply for an Early
Construction Funding decision to adjust ASTIAt.

3:42-83.21.8 Unless the Authority directs otherwise, the aggregate allowances
provided under paragraph 3.4421.7 for any ASTI Output may not exceed 20% of
the total forecast project cost listed in the ASTI Confidential Annex.

3:42:93.21.9 The licensee must notify the Authority in writing of its intention to make
an application under 3.41421.7 at least 8eight weeks before making an
application, unless the Authority directs otherwise.

3423103.21.10 A modification under this Part will be made under section 11A of
the Act.

Part D: ASTI Project Assessment Decision

342-413.21.11 The licensee may, in respect of any ASTI, apply for an ASTI Project
Assessment Decision and an associated modification of Appendices 1 and 2 to:

(a) specify or amend an ASTI Output, a delivery date and associated allowances; and

(b) specify the minimum circuit availability standard after delivery for the relevant ASTI
Output.

3423123.21.12 Unless the Authority otherwise directs, the licensee may only apply
for an ASTI Project Assessment Decision after submission of all material
planning consent applications.




3.21.13 A modification under this Part will be made under section 11A of the Act.
Part E: ASTI Cost And Output Adjusting Event

342143.21.14 The licensee may apply for a modification to the ASTI Outputs and
allowances in Appendix 1 where it considers that there has been one or more
ASTI Cost And Output Adjusting Event.

342153.21.15 The licensee may only apply under this Part to modify allowances
in Appendix 1 where:

(a) expenditure has been caused to increase or decrease by at least the percentage
specified in, or in accordance with, paragraph 3.41421.17, calculated before the

application of the Totex Incentive StrengthStrengthMechanism, relative to the

relevant allowance in Appendix 1 by the event or if there has been more than one
event:

(b) by each event;

(c) if the Authority has directed that the events in relation to the relevant ASTI Output
should count cumulatively towards the percentage threshold,; and

(d) the increase or decrease in expenditure is expected to be efficiently incurred or
saved.

342163.21.16 The licensee may apply under this Part to modify the ASTI Outputs
in Appendix 1 only where there is a material change to the scope of the relevant
ASTI project.

3421473.21.17 The percentage referred to in paragraph 3.4421.15(a) is:
(a) 5%; or

(b) for the purpose of the ASTI Output E2DC, 1%; or

(c) for the purpose of ASTI Output E4D3, 0.75%; or
f53(d) such other percentage as the Authority may specify by direction.

342183.21.18 An application under this Part must be made in writing and must:

(a) include detailed supporting evidence that an ASTI Cost And Output Adjusting Event
meeting the requirements set out in paragraphs 3.4421.15, or where applicable
3.4421.16, has occurred;

(b) set out the modifications requested to the ASTI Outputs or associated allowances in
Appendix 1;

(c) explain the basis of the calculation for any proposed modification to the allowances
in Appendix 1, which must be designed to keep, so far as is reasonably practicable,
the financial position and performance of the licensee the same as if the ASTI Cost
And Output Adjusting Event had not occurred; and

(d) include a statement from a technical adviser, who is external to and independent
from the licensee, whether, considered in the context of the value of the ASTI Output,
the proposed modification to the ASTI Output or associated allowances fairly reflects
the effects of the ASTI Cost And Output Adjusting Event.

342193.21.19 The Authority may make a modification under this Part where:



(a) there has been an application under this Part;

(b) there has been an ASTI Cost And Output Adjusting Event in relation to the relevant
ASTI;

(c) the requirements of paragraphs 3.4421.14 to 3.43421.18, where applicable, have been
met; and

the proposed modifications to Appendix 1 have the effect so far as is reasonably

d) th d modificati A dix1h he eff f; i bl
practicable of keeping the financial position and performance of the licensee the
same as if the ASTI Cost And Output Adjusting Event had not occurred.

342203.21.20 A modification under this Part will be made under section 11A of
the Act.

Part F: Modification of delivery date in Appendix 1 further to an ASTI ODI
Penalty Exemption Period decision or ASTI ODI Target Date decision under
Part B of Special Condition 4.97 (Accelerated strategic transmission
investment output delivery incentive)

3:42:213.21.21 The Authority will modify the delivery dates in Appendix 1 where
it decides under Part B of Special Condition 4.97 (Accelerated strategic
transmission investment output delivery incentive) to make a modification to
the ASTI ODI Penalty Exemption Period or ASTI ODI Target Date in Appendix 1
of Special Condition 4.967.

342223.21.22 A modification under this Part will be made under section 11A of
the Act.

Part G: Assessment of the Price Control Deliverable (ASTIRAL)

3:42:233.21.23 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 ASTIRAt
where the licensee has not Fully Delivered an output in Appendix 1.

Part H: What process will the Authority follow in making a direction?

3:42:243.21.24 Before making a direction under Part G 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 retbeless-than28-daysbe up to 28 days unless the Authority determines
that a longer period is appropriate.

342253.21.25 A direction in respect of Part G will set out:

(a) the delivery status of the ASTI Output that has not been Fully Delivered;

(b) the value of the ASTIRt 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 ASTIRt term.

Part I: Accelerated Strategic Transmission Investment Guidance and
Submissions Requirements Document

342263.21.26 The licensee must comply with the Accelerated Strategic
Transmission Investment Guidance and Submissions Requirements Document.

342273.21.27 The Authority will issue and amend the Accelerated Strategic
Transmission Investment Guidance and Submissions Requirements Document
by direction.

342283.21.28 The Authority will publish the Accelerated Strategic Transmission
Investment Guidance and Submissions Requirements Document on the
Authority's Website.

3:42-293.21.29 The Accelerated Strategic Transmission Investment Guidance and
Submissions Requirements Document will make provision about the detailed
requirements for Parts C, D, E and F.

3:42-363.21.30 The Accelerated Strategic Transmission Investment Guidance and
Submissions Requirements Document will also make provision about the
detailed requirements under Special Condition 3.4020 (ASTI Pre-Construction
Funding Re-opener, Price Control Deliverable and Use It Or Lose It Adjustment)
and Special Condition 4.97 (ASTI output delivery incentive).

342:313.21.31 Before directing that the Accelerated Strategic Transmission
Investment Guidance and Submissions Requirements Document comes into
effect, the Authority will publish on the Authority's Website:

(a) the text of the proposed Accelerated Strategic Transmission Investment Guidance
and Submissions Requirements Document;

(b) the date on which the Authority intends the Accelerated Strategic Transmission
Investment Guidance and Submissions Requirements Document to come into effect;
and

(c) a period during which representations may be made on the text of the proposed
Accelerated Strategic Transmission Investment Guidance and Submissions

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

3:42-323.21.32 Before directing an amendment to the Accelerated Strategic
Transmission Investment Guidance and Submissions Requirements Document,
the Authority will publish on the Authority's Website:

oy el lod Aceel ' T issionl
cuid I Submissions Reaui r :
{b}(a) the-date-en-which-the Autherity-intendsthe text of the amended Accelerated

Strategic Transmission Investment Guidance and Submissions Requirements

Document-te-come-into-effect;



{e}(b) _the reasensfordate on which the amendmentsteAuthority intends the.amended
Accelerated Strategic Transmission Investment Guidance and Submissions
Requirements Document;-and_to come into effect;

fd3(c) aperied-during-which representationsmay-be-made-onthe reasons for the

amendments to the Accelerated Strategic Transmission Investment Guidance and

Submissions Requirements Document;which-will netbeless-than28-days:; and

(d) Appendix-1a period during which representations may be made on the
amendments to the Accelerated Strategic Transmission Investment Guidance and
Submissions Requirements Document, which will be up to 28 days unless the
Authority determines that a longer period is appropriate.

Appendix 1

ASTI Price Control Deliverable

ASTI Output Delivery  Allowance (ASTIA:, ECF/PA
Date £m)

New 400 kV double circuit in north East 31 Have the values given ECF

Anglia (NOA Code: AENC) December inthe ASTI

2031 Confidential Annex.
New 400 kV double circuit in south East 31 Have the values given
Anglia (NOA Code: ATNC) December inthe ASTI

2031 Confidential Annex.
New 400 kV double circuit between 31 Have the values given
Bramford and Twinstead (NOA Code: BTNO) December in the ASTI

2029 Confidential Annex.
New 400 kV double circuit between Creyke 31 Have the values given
Beck and the south Humber (NOA Code: December in the ASTI
CGNQC) 2031 Confidential Annex.
Eastern subsea HVDC link from Tornessto 31 £2,492,205,963 PA
Hawthorn Pit (NOA Code: E2DC)_consisting December Hawethewaluesgiven
oft 2028 inthe AST]
-2GW additional network capacity, subject to Confidential-Annex
5% margin.

-176km HVDC marine cable [525kV Cross-

linked polyethylene (XLPE) 2000MW capacity)
-17 km HVDC onshore cable

-new HVDC Converter station at Hawthorn Pit
-new HVDC Converter station at Torness

-new 400kV 20 bay GIS (non SF6) substation
at Hawthorn Pit

- 2 Additional bays at Branxton Gas Insulated
Switchgear (GIS) — non sulphur hexafluoride
(SF6) substation




ASTI Output Delivery

Date

Allowance (ASTIAs,
£m)

ECF/PA

- Extension of existing Norton substation
- Protection changes at existing Offerton

substation

Eastern Scotland to England link: Peterhead 31
to Drax offshore HVDC (NOA Code: E4D3) December

consisting of: 2030

- 1.8-1,9GW additional network capacity;
-436km HVDC marine cable

- 70km onshore cable;
- new converter station at Wren Hall
- new converter station at Peterhead;

- 3 new bays in Peterhead

-1 new bay in Drax substation
- Reinforcement of existing substations and

infrastructure to support E4D3

Eastern Scotland to England 3rd link: 31

Peterhead to theseuth- HumberWest Norfolk Deecember

offshore HVDC (EGL3) (NOA Code: E4L5)
2034

400 kV upgrade of Brinsworth to Chesterfield 31

double circuit and Chesterfield to High December

Marnham double circuit. New High Marnham 2029

and Chesterfield 400 kV substations (NOA

Code: EDEU)

New Chesterfield to Ratcliffe-on-Soar 400 kV 31

double circuit (NOA Code: EDN2) December
2031

New 400-kV400KkV double circuit between 31

the-South Humber and seuth December

LineolnshireWest Norfolk (NOA Code: GWN(C)263142033

Uprate Hackney, Tottenham and Waltham 31

Cross 275 kV to 400 kV (NOA Code: HWUP) December
2028

New 400-kV-double-eirenit400KkV substations 31

and relevant 275KV circuits upgrades and December
new 275kV and 400KkV circuits between the 2028

existing Norton to Osbaldwick eireuitand

Poppleton-andrelevant 275-kV-upgrades

circuits and Monk Fryston (NOA Code:
OPN2)

B

inthe ASTI
ConfidentialA

£4,295,638,278

Have the values given ECF
in the ASTI

2031August Confidential Annex.

Have the values given
in the ASTI
Confidential Annex.

Have the values given

in the ASTI

Confidential Annex.

Have the values given ECF
in the ASTI

Confidential Annex.

Have the values given ECF
in the ASTI

Confidential Annex.

Have thevaluesgiven
inthe ASTI
Confidential

HE

Annex£368,126,448



ASTI OQutput

Delivery  Allowance (ASTIA;, ECF/PA

Date £m)
Pentir to Trawsfynydd cable replacement 31 Have the values given ECF
(NOA Code: PTC1) December inthe ASTI

2029 Confidential Annex.
North Wales reinforcement (NOA Code: 31 Have the values given ECF
PTNO) December inthe ASTI

2030 Confidential Annex.

New Offshore HVDC link between Suffolk and 31

Kent option 1 (NOA Code: SCD1)

Eastern subsea HVDC link from East Scotland 31

Have the values given ECF

December inthe ASTI
2031 Confidential Annex.

Have the values given ECF

to south- HumberareaWest Norfolk (EGL.4) December inthe ASTI

(NOA Code: TGDC)

2031August Confidential Annex.

2034
Tilbury to Grain and Tilbury to Kingsnorth 31 Have the values given ECF
upgrade (NOA Code: TKRE) December in the ASTI
2029 Confidential Annex.
Appendix 2

ASTI Output availability standard

ASTI Output Minimum circuit Minimum circuit
availability availability
standard after standard after
delivery (%) delivery (%)

0-6 months 6-12 months 12-24 months

New 400 kV double circuit in north East
Anglia (NOA Code: AENC)

New 400 kV double circuit in south East
Anglia (NOA Code: ATNC)

New 400 kV double circuit between
Bramford and Twinstead (NOA Code:
BTNO)

New 400 kV double circuit between
Creyke Beck and the south Humber
(NOA Code: CGNQC)

Eastern subsea HVDC link from Torness
to Hawthorn Pit (NOA Code: E2DC)

Eastern Scotland to England link:
Peterhead to Drax offshore HVDC (NOA
Code: E4D3)




ASTI Output Minimum circuit Minimum circuit

availability availability
standard after standard after
delivery (%) delivery (%)

Eastern Scotland to England 3rd link:
Peterhead to the seuth-HumberWest
Norfolk offshore HVDC (EGL3) (NOA
Code: E4L5)

400 kV upgrade of Brinsworth to
Chesterfield double circuit and
Chesterfield to High Marnham double
circuit. New High Marnham and
Chesterfield 400 kV substations (NOA
Code: EDEU)

New Chesterfield to Ratcliffe-on-Soar
400 kV double circuit (NOA Code: EDN2)

New 400-kV400KkV double circuit
between the-South Humber and seuth
LincolnshireWest Norfolk (NOA Code:
GWNQ)

Uprate Hackney, Tottenham and
Waltham Cross 275 kV to 400 kV (NOA
Code: HWUP)

New 400 kV double circuit between the
existing Norton to Osbaldwick circuit
and Poppleton and relevant 275 kV
upgrades (NOA Code: OPN2)

Pentir to Trawsfynydd cable
replacement (NOA Code: PTC1)

North Wales reinforcement (NOA Code:
PTNO)

New Offshore HVDC link between
Suffolk and Kent option 1 (NOA Code:
SCD1)

Eastern subsea HVDC link from East
Scotland to seuth-HumberareaWest

Norfolk (EGL4) (NOA Code: TGDC)
Tl Cral T K ! e (NOA
Code: TKRE)
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Tilbury to Grain and Tilbury to Kingsnorth upgrade (NOA Code:
TKRE)

Special Condition 3.22 Entry and exit connection asset allowance
(EECA:)

Intr ion

3.22.1 The purpose of this condition is to provide for the calculation of the term EECAt

(the entry and exit connection asset allowance term). This contributes to the
calculation of the Totex Allowance.

3.22.2 The effect of this condition is to adjust the Totex Allowance for the capital

contributions relating to Transmission Connection Assets that the licensee

receives from Users during the Price Control Period.

3.22.3 The licensee must determine, record and report the values used in the

calculation of EECAt in accordance with the definitions, reporting requirements
and allocation methodologies specified in the RIGs.

Part A: Formula for calculating the entry and exit connection asset allowance
term (EECA:)

3.22.4 The value of EECAt s equal to any capital contribution from Users relating to

Transmission Connection Assets.

Special Condition 3.23 ET2/ET3 Crossover adjustments (T2ACA:)

Intr ion

3.23.1 The purpose of this condition is to specify allowances and outputs for ET2/ET3
Crossover items as defined in this Condition.

3.23.2 As detailed further in the ET2/ET3 Crossover Submission Requirements and

Guidance Document, this condition provides a framework for the authority to

modify the licence and adjust values in Appendix 1 to ensure:

(a) the transition from RIIO-ET2 to RIIO-ET3 does not create unnecessary barriers to, or
disincentives for, the efficient operation of the Transmission System or the efficient

and timely delivery of outputs, deliverables or activities by the licensee;

(b) any shortfalls in licensee funding for efficient costs associated with an ET2/ET3
Crossover Item which meets the conditions in Part C are appropriately remunerated;

(c) the licensee does not unduly benefit from delaving delivery of these ET2/ET3
Crossover items into RIIQ-ET3; and

(d) the licensee is held accountable for meeting outputs, deliverables, targets or delivery
dates associated with these ET2/ET3 Crossover Items that were first specified in the
RIIO-ET2 licence, including by making negative adjustments where appropriate.

3.23.3 The effect of this Condition is to:




(a) calculate the term T2ACAt (the Aaggregate ET2/ET3 Crossover adjustment term).

This term contributes to the calculation of the Totex Allowance;

(b) specify the values for theeach individual ET2/ET3 Crossover adjustment terms that
contributes to T2ACAt;

(c) specify the outputs, delivery dates and associated allowances related to each
individual ET2 /ET3 Crossover adjustment term that contributes to T2ACAt;

(d) provide for an assessment of the Price Control Deliverables;

(e) define the scope and coverage of amendmentsmodifications to ET2/ET3 Crossover
adjustment terms that contribute to T2ACAt; and

(f) establish the ET2/ET3 Crossover Submission Requirements and Guidance

Document.

Part A: Formula for calculating the Aaggregate ET2/ET3 Crossover adjustment
term (T2ACALt)

3.23.4 The value of the T2ACAt term is calculated in accordance with the following
formula:

T2ACAt = T2ZNARMt + T2CROTt + T2CROTREt + T2CRITt + T2CRITREt + T2PSUPt +
T2PSUPREt + TZRDFt + TZNZt + TZNOITREt + T2CAMt+ T2WWt + T2VIMREEt +
T2EPIt + T2GCEt + TZ2DRIt + T2LOTIAt + T2LOTIREt + TZMSIPREt + T2PCFt +
T2PCFREt + T2ARRt + T2GRIt + T20TCt + 12InTt + TZ2BAt + T2PCt + T20Ct + F2545t
=+ T2SF6Ret + T25F6t + T2UNLRt + T2ZWWVt + T2FWRt + T2ZCWRt + T2TSFt +
T12TCRt + TZBRGt + T2EECAt + F2F10A4¢ + T2CCt + TZ2DFt + T2DTPCFt - TZ2Rt

Where:

means the ET2/ET3 Crossover adjustment relating to the Baseline
T2NARMt Allowed NARM Expenditure term (NARM{t) as specified in Special

Condition 3.1 of this licence as in force on 31 March 2026;

mean the ET2/ET3 Crossover adjustments relating to the Cyber

T2CROTt and resilience OT baseline term (CROTt) and the Cyber resilience OT
T2CROTREt non-baseline term (CROTRETt) respectively as specified in Special

Condition 3.2 of this licence as in force on 31 March 2026;
mean the ET2/ET3 Crossover adjustments relating to the Cyber

T2CRITtand resilience IT baseline term (CRITt) and cyber resilience IT non-
T2CRITREt baseline term (CRITREt) respectively as specified in Special

Condition 3.3 of this licence as in force on 31 March 2026;

mean the ET2/ET3 Crossover adjustments relating to the physical

security Price Control Deliverable term (PSUPt) and the physical
T2PSUPt and . . v
—TZPSUPREt security Reopener term (PSUPREt) terms respectively as specified
—_ in Special Condition 3.4 of this licence as in force on 31 March
2026;

means the ET2/ET3 Crossover adjustment relating to the Net Zero
T2RDFt and Re-opener Development Fund term (RDFt) as specified in
Special Condition 3.5 of this licence as in force on 31 March 2026;
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T2NOITREt

T2CAMt

S
=
=

T2VIMREt and
T2EPIt

T2LOTIAt and
T2LOTIREt

T2MSIPREt

T2PCFtand
T2PCFREt

T2GRIt means

T20TCt means

means the ET2/ET3 Crossover adjustment relating to the Net Zero
Re-opener and Price Control Deliverable term (NZt) as specified in
Special Condition 3.6 of this licence as in force on 31 March 2026;

means the ET2/ET3 Crossover adjustment relating to the Non-
operational IT Capex Re-opener term (NOITREt) as specified in
Special Condition 3.7 of this licence as in force on 31 March 2026;
means the ET2/ET3 Crossover adjustment relating to the

Coordinated adjustment mechanism term (CAMLt) as specified in
Special Condition 3.8 of this licence as in force on 31 March 2026;

means the ET2/ET3 Crossover adjustment relating to the wider
works Price Control Deliverable term (WWHt) as specified in

Special Condition 3.9 of this licence as in force on 31 March 2026;

mean the ET2/ET3 Crossover adjustments relating to the Visual
Impact Mitigation Re-opener term (VIMREt) and the Enhancing
Pre-Existing Infrastructure Projects term (EPIt) respectively as

specified in Special Condition 3.10 of this licence as in force on 31
March 2026;

means the ET2/ET3 Crossover adjustment relating to the

Generation Connections volume driver term (GCEt) as specified in
Special Condition 3.11 of this licence as in force on 31 March 2026;
means the ET2/ET3 Crossover adjustment relating to the Demand
Connections volume driver (DRIt) as specified in Special Condition
3.12 of this licence as in force on 31 March 2026;

mean the ET2/ET3 Crossover adjustments relating to the large

onshore transmission investment allowance term (LOTIAt) and
the large onshore transmission investment Re-opener term
(LOTIREt) respectively as specified in Special Condition 3.13 of

this licence as in force on 31 March 2026;

means the ET2/ET3 Crossover adjustment relating to the Medium

Sized Investment Projects Re-opener term (MSIPREt) as specified
in Special Condition 3.14 of this licence as in force on 31 March
2026;

mean the ET2/ET3 Crossover adjustments relating to the Pre-

Construction Funding Price Control Deliverable term (PCFt) and
the Pre-Construction Funding Re-opener term (PCFREt)

respectively as specified in Special Condition 3.15 of this licence as
in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the generation
related infrastructure Price Control Deliverable term (GRIt) as

specified in Special Condition 3.20 of this licence as in force on 31
March 2026;

the ET2/ET3 Crossover adjustment relating to the operational
transport carbon reduction Price Control Deliverable term (OTCt)

as specified in Special Condition 3.21 of this licence as in force on
31 March 2026;




T2InTt means

T2BAt means

T2PCt means

T20Ct means

T2SF6REt and
T2SFé6t

T2WWVt means

the ET2/ET3 Crossover adjustment relating to the Instrument
Transformer Price Control Deliverable term (InTt) as specified in
Special Condition 3.22 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Bay Assets
Price Control Deliverable term (BAt) as specified in Special

Condition 3.23 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Protection and
Control Price Control Deliverable term (PCt) as specified in Special
Condition 3.24 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Overhead Line
Conductor Price Control Deliverable term (OCt) as specified in

Special Condition 3.25 of this licence as in force on 31 March 2026;

W&% £ this 1i o £ 21 March 2026
mean the ET2/ET3 Crossover adjustments relating to the SF6
asset intervention Re-opener term (SF6REt) and the SF6 asset

intervention Price Control Deliverable term (SF6t) respectively as

specified in Special Condition 3.27 of this licence as in force on 31
March 2026;

the ET2/ET3 Crossover adjustment relating to the wider works

volume driver term (WWVt) as specified in Special Condition 3.30

T2FWRt means

T2CWRt means]

of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Fibre Wrap Re-
opener term (FWRt) as specified in Special Condition 3.31 of this

licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Civil Related

Works Re-opener term (CWRt) as specified in Special Condition

T2TSFt means

T2TCRt means

T2BRGt means

T2EECAt means

F2T10At

T2CCt means

3.32 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Tower
Steelworks and Foundations term (TSFt) as specified in Special
Condition 3.33 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Tyne Crossing

Project Re-opener term (TCRt) as specified in Special Condition
3.34 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Bengeworth

Road GSP Project Re-opener term (BRGt) as specified in Special
Condition 3.35 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the entry and exit
connection asset allowance term (EECAt) as specified in Special
Condition 3.37 of this licence as in force on 31 March 2026;

] .
Wﬁ Y Y ST ot 31 March 2026:
the ET2/ET3 Crossover adjustment relating to the Consequential
Costs recovery from the separation of the ESO term (CCt) as




specified in Special Condition 3.42 of this licence as in force on 31

March 2026;

the ET2/ET3 Crossover adjustment relating to the Development
T2DFt means Funding Price Control Deliverable term (DFt) as specified in

Special Condition 3.44 of this licence as in force on 31 March 2026;

the ET2/ET3 Crossover adjustment relating to the Delivery Track

Pre-Construction Funding Price Control Deliverable term

(DTPCFt) as specified in Special Condition 3.45 of this licence as in
force on 31 March 2026; and

has the value zero unless otherwise directed by the Authority in

T2DTPCFt means

T2Rt accordance with Part G.
P B: Val f indivi | ET2/ET3 Cr ver adjustmen
to-those values

3.23.5 The values of each individual ET2/ET3 Crossover adjustment terms that

contributes to the calculation of T2ZACAt and the Regulatory Years to which such
values apply are set out in Appendix 1.

P : What is the licen fun liver?

3.23.6 _Appendix 2 specifies the outputs that the licensee is funded to deliver, the

individual ET2/ET3 Crossover adjustment that the output is funded by, the
delivery dates for those outputs and the allowances provided for the output.

P D: Amendmen val in A ndix 1 an in A ndix 2

3.23.7 The Authority may amend any value in Appendix 1, and amend any output,

target, delivery date and allowances in Appendix 2, at any time during the Price
Control Period under section 11A of the Act.

3.23.8 In making such amendments, the Authority will:

(a) Have regard to the general principles for ET2/ET3 Crossover adjustments as set out

in ET2/ET3 Crossover Submission Requirements and Guidance issued in accordance
with Part D; and

b) take account of the value of the } Legacy AIP

Adjustment term (LAD]t) term derived, or expected to be derived, in accordance
with Special Lesacyadjustmentstorevenue {LARY) Special Condition 7.2 of this
licence.

P E: Definition of an ET2/ET3 Cr ver iltem an f an justmen

3.239 An ET2/ET3 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.

3.23.10 The Authority may amend any value in Appendix 1 and outputs in Appendix 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 an ET2/ET3 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 partefthe efficient cost of the ET2/ET3 Crossover Itemitess; or

(b) The derivation of the Legacy-AdjustmentstoRevenue {LARE Legacy AIP Adjustment

term (LADI]t) in accordance with SpeeialLegaey-adjustments to-revenue (LARY
Special Condition 7.2 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 ET2/ET3 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.

Part F: ET2/ET3 Crossover Submission Requirements and Guidance Document

3.23.11 The Authority will issue and amend the ET2/ET3 Crossover Submission
Requirements and Guidance Document by direction.

3.23.12 The Authority will publish the ET2/ET3 Crossover Submission Requirements
and Guidance Document on the Authority's website.

3.23.13 The licensee must comply with the ET2/ET3 Crossover Submission

Requirements and Guidance Document.

3.23.14 The ET2/ET3 Crossover Submission Requirements and Guidance Document
maywill 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.

d) the Authority’s process for making amendments to any values in Appendix 1.

3.23.15 Before the Authority directs that the ET2/ET3 Crossover Submission
Requirements and Guidance Document comes into effect, the Authority will
publish on the Authority's Website:

(a) the text of the proposed ET2/ET3 Crossover Submission Requirements and

Guidance Document.

(b) the date on which the Authority intends the ET2/ET3 Crossover Submission
Requirements and Guidance Document to come into effect; and

(c) the period during which representations may be made on the text of the proposed
ET2/ET3 Crossover Submission Requirements and Guidance Document, which will

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

3.23.16 Before the Authority directs that an amendment to the ET2/ET3 Crossover

Submission Requirements and Guidance Document be made, the Authority will
publish on the Authority's Website:




(a) the text of the amended ET2/ET3 Crossover Submission Requirements and Guidance

Document;
(b) the date on which the Authority intends the amended ET2/ET3 Crossover
Submission Requirements and Guidance Document to come into effect;
(c) the reasons for the amendments to the ET2/ET3 Crossover Submission
Requirements and Guidance Document; and

(d) the period during which representations mayv be made on the amendments to the
ET2/ET3 Crossover Submission Requirements and Guidance Document, which will

be up to 28 days unless the Authority determines that a longer period is appropriate.
P A ment of T2R

3.23.17 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 T2R: where the licensee

has not Fully Delivered an output in Appendix 2.
H: Wh

3.23.18 Before making a direction under paragraph 3.23.13 the Authority must publish
on the Authority's Website:

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

(c) a period during within 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.

3.23.19 A direction under paragraph 3.23.13 must set out:

(a) the delivery status of the output that has not been Fully Delivered;
(b) the value of the T2Rt 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
value of any adjustments to the T2R: term.

Appendix 1: The values of
he indivi | ET2/ET

r ver adjustmen
(Em)
RIIO-3
2026/27 2027/28 2028/29 2029/30 2030/31 Total
T2NARMt Zero Zero Zero Zero Zero Zero
T2CROTt Zero Zero Zero Zero Zero Zero
T2CROTREt Zero Zero Zero Zero Zero Zero




2026/27 2027/28 2028/29 2029/30 2030/31 . .
T2CRITt Zero Zero Zero Zero Zero Zero
T2CRITREt Zero Zero Zero Zero Zero Zero
T2PSUPt Zero Zero Zero Zero ZLero Zero
T2PSUPREt Zero Zero Zero Zero Zero Zero
T2RDFt Zero Zero Zero Zero Zero Zero
T2NZt Zero Zero Zero Zero Zero Zero
T2NOITREt Zerel5.16 Zero Zero Zero ZLero Zero
T2CAMt Zero Zero Zero Zero Zero Zero
T2WWt Zero Zero Zero Zero Zero Zero
T2VIMREt Zero Zero Zero Zero Zero Zero
T2EPIt Zero Zero Zero Zero Zero Zero
T2GCEt Zero Zero Zero Zero Zero Zero
T2DRIt Zero Zero Zero Zero Zero Zero
T2LOTIAt Zero Zero Zero Zero Zero Zero
T2LOTIREt Zero Zero Zero Zero Zero Zero
T2MSIPREt Zero Zero Zero Zero Zero Zero
T2PCFt Zero Zero Zero Zero Zero Zero
T2PCFREt Zero Zero Zero Zero Zero Zero
T2ARRt Zero Zero Zero Zero Zero Zero
T2GRIt Zero Zero Zero Zero Zero Zero
120TCt Zero Zero Zero Zero Zero Zero
T2InTt Zero Zero Zero Zero Zero Zero
T2BAt Zero Zero Zero Zero Zero Zero
T2PCt Zero Zero Zero Zero Zero Zero
120Ct Zero Zero Zero Zero Zero Zero
T2SASt Zero Zero Zero Zero Zero Zero
T2SF6Ret Zero Zero Zero Zero Zero Zero
T2SFot Zero Zero Zero Zero Zero Zero
T2WWVt Zero Zero Zero Zero Zero Zero
T2FWRt Zero Zero Zero Zero Zero Zero
T2CWRt Zero Zero Zero Zero Zero Zero




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

otal
T2TSFt Zero Zero Zero Zero Zero Zero
T2TCRt Zero Zero Zero Zero Zero Zero
12BRGt Zero Zero Zero Zero Zero Zero
T2EECAt Zero Zero Zero Zero Zero Zero
T2T10At Zero Zero Zero Zero Zero Zero
T2CCt Zero Zero Zero Zero Zero Zero
T2DFt Zero Zero Zero Zero Zero Zero
T2DTPCEFt Zero Zero Zero Zero ero ero

ET2/ET3 Crossover [RII0-3 allowance
adjustment provided

Output Delivery date

Special Condition 3.24 Legacy opex escalator (LOE;)

Intr ion

3.24.1 The purpose of this condition is to calculate the term LOE:. This term provides
additional allowances for closely associated indirects expenditure for ET2/ET3
Crossover adjustment items as defined in Part C of Special Condition 3.23
(ET2/ET3 Crossover adjustments) eendition that relate to allowance terms

included in the scope of the RHO-ET2 SpC 3.36 (Opex escalator) inthe RHO-ET2
licence as it stood-on31 Mareh 2026 of this licence as in force on 31 March

2026. This contributes to the calculation of the Totex Allowance.

Part A: The value of the legacy opex escalator term (LOE;¢)

3.24.2 The value of the LOE: term is derived in accordance with the following formula:

UMTERMB,

LOE, = 73.4% X BCAI X
t % BCAPEX

where:

UMTERMB: is derived in accordance with paragraph 3.24.3;
BCAI means the RIIO-ET2 baseline allowance for closely associated
indirect opex and has the value £829.7m; and

BCAPEX means the RIIO-ET2 baseline allowance for capex and has the
value £3606.0m.

3.24.3 The value of UMTERMB: s derived in accordance with the following formula:



3.24.4

3.24.5

UMTERMB, = T2VIMRE, + T2GCE, + T2DRI, + T2MSIPRE, + T2WWV, +
T2FWR, + T2CWR, + T2TSF, + T2TCR, + T2BRG,

where:

T2VIMRE:

T2MSIPRE:

withhas the meaning given in and has the value derived in
accordance with Part A of Special Condition 3.23 (ET2/ET3

Crossover adjustments licencecondition)

. for G on C ons volume dri

andis derived inaccordance withhas the meaning given in and
has the value derived in accordance with Part A of Special

Condition 3.23_(ET2/ET3 Crossover adjustments licenece
E—
) for D Lc : | i ’

derived-inaceordance withhas the meaning given in and has the
value derived in accordance with Part A of Special Condition 3.23

(ET2/ET3 Crossover adjustments Hieencecondition)
; for Med Sizod] Do R

T2ZWWv:

| Price.C | Deliverable and.is. derived

aceordance-withhas the meaning given in and has the value
derived in accordance with Part A of Special Condition 3.23

(ET2/ET3 Crossover adjustments lieence-condition)
. for Wider Worl | i L

T2FWR:

derived-inaceordance withhas the meaning given in and has the
value derived in accordance with Part A of Special Condition 3.23

(ET2/ET3 Crossover adjustments Heencecondition)

N
S
=

derivedin accordance withhas the meaning given in and has the
value derived in accordance with Part A of Special Condition 3.23
(ET2/ET3 Crossover adjustments licence condition)

. for Civil Related Works R 4

derived-inaceordance withhas the meaning given in and has the
value derived in accordance with Part A of Special Condition 3.23

(ET2/ET3 Crossover adjustments licence condition)

is-acrossover-termfor Tower Steelworks and Foundations Re-
opener-andis-derived inaccordance withhas the meaning given
in and has the value derived in accordance with Part A of Special

Condition 3.23_(ET2/ET3 Crossover adjustments licenee
i
. forT c T —— T

derived inaecordanece withhas the meaning given in and has the
value derived in accordance with Part A of Special Condition 3.23

(ET2/ET3 Crossover adjustmentsticence condition)




Control Deliverable and is derived in-accordance withhas the

meaning given in and has the value derived in accordance with
Part A of Special Condition 3.23_ (ET2/ET3 Crossover

adjustments licenece eondition)

Special Condition 3.25 SF6 asset intervention Price Control
Deliverable (SF6:)

Introduction

3.25.1 The purpose of this condition is to calculate the term SF6t (the SF6 asset
intervention Price Control Deliverable term). This contributes to the calculation

of the Totex Allowance.
3.25.2  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.

3.25.3 This condition also sets out the process the Authority will follow when directing
any changes under paragraphs 3.25.6.

Part A: Formula for calculating th F intervention Pri ntrol
Deliverable term (SF6t)

3.25.4 The value of SFé: is derived in accordance with the following formula:

SF6; = (SF6A; — SF6RA,)
where:
SF6A: means the allowance in Appendix 1; and

SF6RA: 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 2 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances provided.

Part C: Assessment of outputs (SF6RA:)

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 SF6RAt: where the
licensee has not Fully Delivered an output in Appendix 2.



3.25.7 Before making a direction under paragraph 3.25.6 the Authority must publish
on the Authority's Website:

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

(c) a period during within 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 A direction under paragraph 3.25.6 must set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the SF6RAt 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
value of any adjustments to the SF6RA: term.

A ndix 1
SF6 asset intervention baseline allowances (SF6A:) by Regulatory Year (£m)

26/27 27/28 28/29 29/30 30/31 Total Allowance
(All years)

5.01 109.37
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A ndix 2
A ndix

SF6 asset intervention Price Control Deliverable Qutputs (£m)

. . Total Allowance
Site Output Delivery Date —[all ears)
315t December NGET Redacted
St Johns Wood 400KV gas zone refurbishment 2027 Information
= Document
315t December NGET Redacted
City Road 132KV gas zone refurbishment ? Information
D Document
Ealin 275KV asset replacement with 31st December ——gggfmii?oarfted
£alng SF6-free alternative 2028 .
e = Document
NGET Redacted

t
Langage 400KV gas zone refurbishment 31= December Information

2028 Document




Total Allowance

Site Output Delivery Date (all years)
Site Output Delivery Date T -
315t December NGET Redacted
Ryehouse 400kV gas zone refurbishment W Information
= Document
315t December NGET Redacted
Baglan Bay 47500KkV gas zone refurbishment W Information
= Document
Hams Hall 400KV asset replacement with 31st December —W
= SE6-free high voltage cable 2029 —
= Document
315t December NGET Redacted
Humber Refinery 400kV gas zone refurbishment W Information
= Document
315t December NGET Redacted
Legacy 400KV gas zone refurbishment W Information
= Document
315t December NGET Redacted
Macclesfield 400KV gas zone refurbishment W Information
= Document
Killineholme 400kV gas zone refurbishment 31st March W
SINshoime including retro-fill 2031 —
Document
NGET Redacted
) 31st March -
Greystones 275KV gas zone refurbishment W Information
= Document
NGET Redacted
st —_—
Sellindge 400KV online repair leak %?)i\/liarch Information
= Document
NGET Redaeted
Greystones 275k oas zone refurbishment 2031 Information
Deocument
Richborough
400KkV;
Canterbury Retrofill Stage 1 across 4 sites 315t March NGET Redacted
20075KkV; (400kV) to remove 23,468 KG of ? Information
Middleton SF6 D Document
400KkV; Connah's
Quay 400KV
Callrrlngton: Cleve Retrofill Stage 2 across 4 sites NGET Redacted
Hill; 31st March .
— (400kV) to remove 7,969 KGof 5 . Information
Bodelwyddan; 2031 OV
SF6 — Document

West Burton




Total Allowance

Site Output Delivery Date (all rs)
L . NGET Redacted
Palliative coating across 314 gas 315t March -
x38 . Information
= zones 2031 —
= = Document
Installation of gas density
T NGET Redacted
monitoring sensors and/or 31st March -
x53 — Information
= gateways to enable remote data 2031 -
Document

acquisition at 53 substations

Special Condition 3.26 Not Used

Special Condition 3.27 Not Used
Special Condition 3.28 Not Used

Special Condition 3.29 Not Used
Special Condition 3.30 Not Used
Special Condition 3.31 Not Used

Special Condition 3.32 Not Used
Special Condition 3.33 Not Used

Special Condition 3.34 Not Used

Special Condition 3.35 Not Used
Special Condition 3.36 Not Used

Special Condition 3.37 Not Used
Special Condition 3.38 Not Used
Special Condition 3.39 Not Used

Special Condition 3.40 NESO National Energy System Operator
Sseparation Re-Opener

Intr ion

3.40.1 The purpose of this condition is to calculate the term NSRt (the NESO National
Energy System Operator Sseparation Re-opener term). This contributes to the
calculation of the Totex Allowance.



3.40.2 The effect of this condition is to establish a re-opener for the licensee to apply
for a direction to set the value of the NSRt term.

3.40.3 This condition sets out the process the Authority will follow when directing the
value of NSRt in Appendix 1 under paragraph 3.40.5.

Part A: The val f th National Ener m rator ration

Re- ner term (NSR

3.40.4 The value of NSRtis set out in Appendix 1.
Part B: What is the scope of this Re-opener?

3.40.5 The licensee may apply to the Authority for a direction setting the value of the
NSR: term for any Regulatory Year during the Price Control Period as a result of
additional efficient costs incurred due to the separation of the National Energy
System Operator-NESO, where these cannot be reasonably mitigated by the
licensee and for which no allowance has been provided.

3.40.6 An application under paragraph 3.40.5 may only be made:

(a) in October 2026 or April 2027; and
(b) during such other periods as the Authority may direct.

3.40.7 An application under paragraph 3.40.5 must be made in writing and:

a) provide such detailed supporting evidence as is reasonable in the circumstances to
clearly identify separation costs as incremental and demonstrate that, in relation to
such costs:

no allowance has been provided;

the licensee has endeavoured to mitigate these costs as much as
possible; and

they could not be avoided.

(b) set out the value of the NSR¢ term that the licensee is requesting and the Regulatory

Years to which the proposed value relates:

(c) explain the basis of the calculation for the proposed value of the NSRt term; and
(d) set out the specific costs that the licensee has incurred in relation to the proposed

value of the NSR: term.

3.40.8 An application under paragraph 3.40.5 must be confined to costs incurred, or
expected to be incurred, on or after 1 April 2026.

3.40.9 The Authority may make a modification under paragraph 3.40.5where:

(a) the licensee has made an application under paragraph 3.40.5;
(b) the requirements in paragraphs 3.40.6_to 3.40.8_have been met; and

(c) having regard to the information submitted by the licensee, the Authority is satisfied
that the adjustments for allowances reflect the efficient costs incurred by the
licensee as specified in paragraph 3.40.5.




3.40.10 Before making a direction under paragraph 3.40.5 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) 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.

3.40.11 The direction will set out the value of the NSR: term and the Regulatory Years to
which those allowances relate in Appendix 1.

Appendix 1

NESO National Energy System Operator Sseparation Re-opener term (NSR¢)value
by Regulatory Year (£m)

26/27 | 27/28 | 28/29 |29/30 |30/31 | Total Value (All years)
0.00 0.00 0.00 0.00 0.00 0.00

Special Condition 3.41 Property Re-opener Aalpha
Intr ion

341.1 The purpose of this condition is to specify the value of the PRA: (the Pproperty
Re-opener Aalpha term). This contributes to the calculation of the Totex

allowance.
3.41.2 The effect of this condition is to establish a Re-opener for the licensee to apply
for a direction to adjust the value of the PRA: term.

3.41.3 This condition sets out the process the Authority will follow when making any

changes to Appendix 1 as a result of this Re-opener. as-aresult ofthe Property
Re-openerAlpha.

Part A: The val f the Ppr Re- ner Aalph rm (PRA

3414 The value of PRA:is set out in Appendix 1.
Part B: What is the scope of this Re-opener?

3.41.5 The licensee may apply to the Authority for a direction adjusting the value of

the PRA: term for any Regulatory Year during the Price Control Period for the
delivery of the following projects-withthe scope detailed inthe NGET Redacted

Information Document:

(a) Eakring Training Centre;
(b) Bradwell Overhead Line Training Facility; and
(c) Substation Operational Estate.




3.41.6 An application under paragraph 3.41.5 may be made:

(a) between 1 April 2027 and 30 April 2027;
(b) between 1 April 2028 and 30 April 2028; and
(c) between 1 April 2029 and 30 April 2029.

3.41.7 An application under paragraph 3.41.5 must be made in writing and:

(a) provide such detailed supporting evidence as is reasonable in the circumstances to

justify the technieal need; proposed option and cost efficiency, which may include
cost benefit analysis, impact assessments, risk mitigation, and engineering
justification statements;

(b) set out the adjustments to the value of the PRAt term that the licensee is requesting
and the Regulatory Years to which the proposed adjustments relate;

(c) explain the basis of the calculation for the proposed adjustments to the value of the
PRAt term; and

(d) set out the specific works that the licensee proposes to deliver or has delivered in
relation to the proposed adjustments to the value of the PRAt term.

3.41.8 An application under paragraph 3.41.5 must only relate to the costs incurred or
expected to be incurred on or after 1 April 2026.

3.41.9 A direction under paragraph 3.41.5;

(a) may amend Appendix 1; and

(b) will, where the PRAt term is amended, set the value of the amended PRAt term.
3.41.10 The Authority may make a modification under paragraph 3.41.5 where:
(a) the licensee has made an application under paragraph 3.41.5;

(b) the requirements in paragraphs 3.41.6_ to 3.41.8 have been met; and

(c) having regard to the information submitted by the licensee, the Authority is satisfied
that:

(d) aneeds case for work of the type specified in paragraph 3.41.5_has been established;
(e) the proposed option is justified; and

(f) the adjustments for allowances reflect the efficient costs to the licensee of

undertaking the work specified within the application. any-efthe relevantprejects

3.41.11 Before making a direction under paragraph 3.41.5_the Authority will publish on
the Authority’s Website:

(a) the text of the proposed direction, with redactions made where appropriate;
(b) the reasons for the proposed direction; and

(c) the period during which representations may be made on the proposed direction,
which will be-a-minimumof up to 28 days unless the Authority determines thata
longer period is appropriate.



3.41.12 The direction will set out any adjustments to the value of the PRA: term and the
Regulatory Years to which that adjustment relates.

Appendix 1
Pproperty Re-opener aAlpha term (PRA:) value by Regulatory Year (£m)
26/28 27/28 28/29 | 29/30 | 30/31 | Total
Value
All
years)
Earking Training 0.00 0.00 0.00 0.00 0.00 0.00
Centre
Bradwell 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00
Overhead
Line
Training
Facility
Substation 0.00 0.00 0.00 0.00 0.00 0.00

Operational Estate

Special Condition 3.42 Property Re-opener Bbeta

Intr ion

3.42.1 The purpose of this condition is to specify the value of the PRB: (the Pproperty

Re-opener Bbeta term). This contributes to the calculation of the Totex

allowance.

3.42.2 The effect of this condition is to establish a Re-opener for the licensee to apply
for a direction to adjust the value of the PRBt term.

3.42.3 This condition sets out the process the Authority will follow when making any

changes to Appendix 1 as a result of this Re-
opener.
Part A: The val f the Ppr Re- ner B rm (PRB

3.42.4 The value of PRBtis set out in Appendix 1.
Part B: What is the scope of this Re-opener?

3.42.5 The licensee may apply to the Authority for a direction adjusting the value of

the PRBt term for any Regulatory Year during the Price Control Period for the
delivery of the following projects with the scope detailed in the NGET Redacted

Information Document:

(a) Redacted;
(b) Redacted;
(c) Redacted; and
(d) Redacted.




3.42.6 An application under paragraph 3.42.5 may be made:

(a) between 1 April 2027 and 30 April 2027; and
(b) between 1 April 2028 and 30 April 2028.

3.42.7 An application under paragraph 3.42.5 must be made in writing and:

a) provide such detailed supporting evidence as is reasonable in the circumstances to

justify the technicalneed; proposed option and cost efficiency, which may include
cost benefit analysis, impact assessments, risk mitigation, and engineering

justification statements;

(b) set out the adjustments to the value of the PRBt term that the licensee is requesting
and the Regulatory Years to which the proposed adjustments relate;

(c) explain the basis of the calculation for the proposed adjustments to the value of the
PRBt term; and

(d) set out the specific works that the licensee proposes to deliver or has delivered in
relation to the proposed adjustments to the value of the PRBt term.

3.42.8 An application under paragraph 3.42.5 must only relate to costs incurred or
expected to be incurred on or after 1 April 2026.

3.42.9 Adirection under paragraph 3.42.5:

a) may amend Appendix 1; and
(b) will, where the PRBt term is amended, set the value of the amended PRBt term.

3.42.10 The Authority may make a modification under paragraph 3.42.5 where:

(a) the licensee has made an application under paragraph 3.42.5;

(b) the requirements in paragraphs 3.42.6 to 3.42.8 have been met; and

(c) having regard to the information submitted by the licensee, the Authority is satisfied
that:

(d) a needs case for work of the type specified in paragraph 3.42.5 has been established;

(e) the proposed option is justified; and

(f) the adjustments for allowances reflect the efficient costs to the licensee of
undertaking the work specified within the application. en-anyefthe relevant

Part C: What process will the Authority follow in making a direction?

3.42.11 Before making a direction under paragraph 3.42.5 the Authority will publish on
the Authority’s Website:

(a) the text of the proposed direction, with redactions made where appropriate;

(b) the reasons for the proposed direction; and

(c) the period during which representations may be made on the proposed direction,
which will be aminimum-efup to 28 days unless the Authority determines that a
longer period is appropriate.




3.42.12 The direction will set out any adjustments to the value of the PRB: term and the
Regulatory Years to which that adjustment relates.

Appendix 1
Pproperty Re-opener Bbeta term (PRBt) value by Regulatory Year (£m)
26/27 27/28 28/29 29/30 30/31

Total Value
(All years)

REDACTED

Redacted

Redacted

Redacted

Redacted

Redacted

Redacted

REDACTED

Redacted

Redacted

Redacted

Redacted

Redacted

Redacted

REDACTED

Redacted

Redacted

Redacted

Redacted

Redacted

Redacted

REDACTED

Redacted | Redacted | Redacted | Redacted | Redacted Redacted

Special Condition 3.43 Tyne Crossing Project Re-opener (TCRy)

Intr ion

3.43.1 The purpose of this condition is to calculate the term TCR#: (the Tyne Crossing

Project Re-opener term). This contributes to the calculation of the Totex
Allowance.

3.43.2 The effect of this condition is to establish a Re-opener triggered by the licensee
in relation to the Tyne Crossing Project.

3.43.3 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?

3.43.4 The licensee may apply to the Authority for a direction adjusting the value of

the TCR¢, delivery date and output terms in Appendix 1 where there is evidence
to support a well-justified needs case for the Tyne Crossing Project.

Part B: When to make an application

3.43.5 The licensee may apply to the Authority for an adjustment under paragraph
3.43.4:

(a) Between 1 April 2028 and 30 April 2028; or

(b) during a period after the Price Control Period to be specified by the Authority by
direction or during such other period as the Authority may direct.




P : How to make an lication

3.43.6 An application under paragraph 3.43.4 must be made in writing to the Authority
and include:

(a) detailed justification of the expected consumer benefits, including:

i. anindependent report which supports the socio-economic justification
of the Tyne Crossing Project;

ii. supporting information from the ISOP which demonstrates the
justification for the proposed option; and

iii. justification of the proposed option through clear options assessment
through cost benefit analysis;and.
(b) the adjustments to the value of the TCR term that the licensee is requesting and the

Regulatory Years to which that adjustment relates;

(c) an explanation of the basis of the calculation of the proposed adjustments to the

value of the TCR: term;

(d) details of the specific works that the licensee proposes to deliver as a result of the

adjustments to the value of the TCR: term; and

(e) information explaining whether the licensee considers that the adjustment to
allowances sought and the works set out in accordance with sub-paragraphs (b) and
(d) should be made an Evaluative PCD, including what delivery date and PCD output

definition the licensee considers should be specified.

3.43.7 An application under paragraph 3.43.4 must relate to costs incurred or
expected to be incurred on or after 1 April 2026.

Part D: What process will the Authority follow in making a direction?

3.43.8 Before making a direction under paragraph 3.43.4, 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 be up to 28 days unless the Authority determines that a longer period is
appropriate,

3.43.9 The direction will set out any adjustment to the value of the TCR¢: term and the
Regulatory Years to which that adjustment relates.

Appendix 1
Tyne Crossing Re-opener term (TCR¢) value by Regulatory Year (£Em)

26/27 27/28 28/29 29/30 30/31 | Allyears

e

B0 | 80 | 80 | 860 | 80 | sA0




26/27 27/28 28/29 29/30 30/31 | Allyears

Delivery date n/a
Outputs n/a

Special Condition 3.44 Bengeworth Road GSP Project Price Control
Deliverable (BRG¢)

Introduction

3.44.1 The purpose of this condition is to calculate the term BRG¢ (the Bengeworth
Road GSP Project Price Control Deliverable). This contributes to the calculation

of the Totex Allowance.
3.44.2 The effect of this condition is to:

(a) specify the outputs, delivery date and associated allowances for the Bengeworth
Road GSP Project Price Control Deliverable; and

(b) provide for an assessment of the Bengeworth Road GSP Price Control Deliverable
and a reduction in allowances if the licensee does not deliver the PED-as specified

output as defined in Appendix 1.

3.44.3 This condition also explains the process the Authority will follow when
directing any changes under Part C.

Part A: Formula for calculating the Bengeworth Road GSP Project Price
ntrol Deliverabl rm (BR

3.44.4 The value of BRGt is derived in accordance with the following formula:
BRG—=BRGA—BRGRA:

BRGr = (BRGS1: +BRGS2) — BRGRA:

where:

BRGS1; means the allowance in Appendix 2 related to Bengeworth Rd
stage 1; and

BRGS2: means the allowance in Appendix 1 related to Bengeworth Rd
stage 2; and

BRGRA: has the value zero unless otherwise directed by the Authority in
accordance with Part C.



BRGRA:has the val Vv St I by the Authority
accordance with Part C.

Part B: What is the i funded to deliver?

3.44.5 Appendix 1 specifies the outputs for Bengeworth Road GSP Project stage 2 Price

Control Deliverable that the licensee is funded to deliver, the delivery dates for
those outputs and the allowances provided.

P A ment of BRGRA:¢) and (BRGS1

3.44.6 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 BRGRA: where the
licensee has not Fully Delivered an output in Appendix 1.

3.44.7 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 BRGS1: where the

licensee has not Fully Delivered an output in Appendix 2.

D: Wh

3.44.8 Before making a direction under paragraph 3.44.6, 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 a longer period is
appropriate.

3.44.9 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;
(b) any adjustment to the value of BRGRAt 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 adjustment to the BRGRA: term.




Appendix 1

Ben rth R P 2 Proj Pri ntrol Deliverabl £m

26/27 27/28 28/29 29/30 30/31 | Allyears

BRGS2: XXX XXX XXX XXX XXX

<
<
<
<
<
<
<
>4
<

Delivery date nta-As specified in the NGET Redacted Information Document

Outputs nta As specified in the NGET Redacted Information Document
Appendix 2

Bengeworth road GSP stage 1 Project Price Control Deliverable Outputs (£m)

26/27 27/28 28/29 29/30 30/31 | Allyears

BRGS1¢ 0.00 0.00 0.00 0.0 0.00 0.00
Delivery date As specified in the NGET Redacted Information Document
Outputs As specified in the NGET Redacted Information Document

Special Condition 3.45 REDACTED Ssubstation upgrade Price
Control Deliverable (IASU;)

Intr ion

3.45.1 The purpose of this condition is to calculate the term IASUt (the ron-Aecton
REDACTED Ssubstation Bupgrade Price Control Deliverable term). This

contributes to the calculation of the Totex Allowance.

3.45.2 This condition specifies the outputs, delivery dates and associated allowances
for the Price Control Deliverable.

3.45.3 This condition also explains the process the Authority will follow when
assessing the Price Control Deliverable.

Part A: Formula for calculating REDACTED ion r Pri ntrol
Deliverabl rm (1A

3.45.4 The value of IASU: is derived in accordance with the following formula:
IASU: = IASUA: - [ASUR;

where:

IASUA: means the allowance set out in Appendix 1; and



IASUR: has the value zero, unless otherwise directed by the Authority in
accordance with Part C.

P B: What is the licen fun liver?

3.45.5 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 outputs (IASURt)

3.45.6 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 IASUR: where the

licensee has not Fully Delivered an output in Appendix 1.

A: Wh

3.45.7 Before making a direction under paragraph Part C, 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.

3.45.8 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the IASURt 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 adjustment to the IASUR¢ term.

Appendix 1
REDACTED Substation Upgrade PCD allowance by Regulatory Year (£Em

26/27 27/28 28/29 29/30 30/31 | Allyears

IASU: 13.09 5.97 3.3 0.02 0.00 22.38

Delivery date nta As specified in the NGET Redacted Information Document

Outputs nta As specified in the NGET Redacted Information Document




Special Condition 3.46 Not Used

Special Condition 3.47 NGET Nnon-Lload Rrelated Mmajor
Pprojects Re-opener and Price Control Deliverable (NGETNLMPt

Intr ion

3.47.1 The purpose of this condition is to calculate the term NGETNLMP: (the NGET

Nnon-LEload Mmajor Pprojects Re-opener term). This contributes to the
calculation of the Totex Allowance.

3.47.2 The effect of this condition is for all projects named in Part B to:

(a) establish a Re-opener for the licensee to apply for adjustments to the NGET Nnon-
LEload Mmajor Pprojects Re-opener NGETNLMPR: term;

b) for the licensee to apply for adjustments to the Price Control Deliverable and
associated allowances;

(c) specify the outputs, delivery dates and associated allowances for the Price Control

Deliverables:

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

3.47.3 This condition sets out the process the Authority will follow when making any
changes under paragraph 3.47%5 3.47.11 to Appendix 2 and Appendix3 as a
result of the NGET Nnon-Eload Mmajor Pprojects Re-opener.

Part A: Formula for calculating the NGETNLMP

3.47.4 The value of NGETNLMP: is derived in accordance with the following formula:

78 78
NGETNLMPt = Z NGETNLMPR, — Z NGETNLMPA,
n=1 n=1

where:

means the sum of allowances set out in Appendix 2, as
NGETNT.MPR, directed by the Authority in accordance with PartB Part D;

NGETNLMPA: has the value ZEr0 unless directed by the Authority in
accordance with Part E; and

means the project number as specified in Appendix 1.

n

3.47.5 The licensee may apply to the Authority for a direction setting the value of

NGETNLMPR: and adjusting the Price Control Deliverables specified within
Appendix 2 and Appendix 3. i i i .

(a) Project 1 - St Johns Wood 275KV Rationalisation;
(b) Project 2 - Barking Substation Replacement;



(c) Project 3 - West London Cables Strategy;
(d) Project 4 - LTP2 Decommissioning;
(e) Project 5 - Severn Crossing Cable Replacement;

(f) Project 6 - Fawley Substation & Fawley-Chilling Cable Replacement; and

(g) Project 7 - Kirkstall A Skelton Grange Cable Project.

3.47.6 Appendices 2 and 3 specify the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the associated allowances.

3.47.7 The licensee may submit, either together or separately:

(a) optioneering assessment submissions to adjust the Price Control Deliverables details
specified in Appendix 3; and

b) non-load project assessment submissions to adjust the allowances in Appendix
2.

P : Application Peri
3.47.8 The licensee may only apply to the Authority for an adjustment under Part B
during:

(a) April 2027;

b) April 2028: or
(c) April 2029.

Part D: How to make an application

3.47.9 The licensee may apply to the Authority for modifications to Appendix 2 and
Appendix 3 under this Part, where the requirements specified in paragraph

3.47.10_apply.
3.47.10 An application for projects h i 475 specified in Appendix 1

must be made in writing and include, for each project, a written application for
allowances confined to Non-Load Related Expenditure incurred or expected to

be incurred on or after 1 April 2026 and which details as a minimum:

(a) for the optioneering assessment:

i. the completion of proposed options to at least Stage 2 (as defined in
RIGs) level of design;

ii. an estimated cost for each option presented;

iii. identification of the preferred option, and how that option has changed
according to the scope in Appendix 1 and Appendix 3;

iv. a whole life cost-based cost benefit analysis for the project options;

v. where relevant to the projects need case and optioneering, provide

asset condition data which aligns to the proposed interventions by
NGET;

vi. proposed delivery vear(s); and

(b) for the non-load project assessment:




i. the completion of proposed options to at least Stage 3 (as defined in
RIGs) level of design;

ii. Clarifications of any design changes which have altered costs of the
project post Soptioneering Aassessment;

iii. The tendered cost of the entire project, detailing clearly how the
allowances for the projects listed at paragraph 3.47.5_ which were
granted under Special Condition 3.15 have been used;

iv. Cost submitted in a Regulatory Reporting Pack fRRP} format using the
Ofgem Asset Possibilities (OAP);

v. Proposed delivery year(s).

3.47.11 The Authority may by direction, modify Appendix 2 and Appendix 3 if it is
satisfied that the conditions specified in 3.47.10_have been met.

P E: A ment of the NGET Nnon-LI Mmajor Pproj rm Pri
ntrol Deliverable (NGETNLMPA

3.47.12 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 NGETNLMPAat where
the licensee has not Fully Delivered an output in Appendix 3.

Part F: What process will the Authority follow in making a direction

3.47.13 Before making a direction under Part D or Part E 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 setbe up to 28 days unless the Authority determines
that a longer period is appropriate].

3.47.14 A direction under Part D will set out whether the submission type is an
optioneering assessment or a project assessment for each project.

3.47.15 A direction under Part E will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the NGETNLMPA: 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 NGETNLMPA: term.

3.47.16 With regards to the provision of funding for projects 1-78 in Appendix 3 & and
Appendix 4 contained within NGETNLMPRt

i.  for each project, applicable Submission Type, being either Optioneering
Assessment or Project Assessment.

ii. the text of the proposed direction;



iii. the reasons for the proposed direction; and

iv. _a period during which representations may be made on the proposed
direction, which will be up to not be less than 28 days.

Appendix 1 — Project Number and Scope

Project Table

Project Project Title Scope at Final Determinations.

Number

1 St Johns Wood 275kV The Rationalisation and replacement of

Rationalisation the St Johns Wood 275KV substation
with an additional 400kV connection
and SGT.

2 Barking Substation The replacement of the 275kV

Replacement Substation at Barking with 400kV SF6
free Switchgear at a remote location.

3 West London Cables Strategy The replacement of West London Cables
with 400KV capable cable and the
revisions to substations.

4 LPT2 Decommissioning The removal and capping of oil filled
275KV cables made redundant on
completion of LPT2.

5 Severn Crossing Cable The replacement and uprating of the

Replacement Severn Crossing Cable via a new Severn
Tunnel.
6 Fawley Substation & Fawley- The replacement of Fawley 400kV and
Chilling Cable Replacement 132KV substations and the replacement
of the Fawley — Chilling Cable Tunnel.

7 Kirkstall A — Skelton Grange The removal or oil filled cables and

Cable Project replacement with modern higher rated
equivalents including additional
resilience works,

8 Substation Cables Portfolio The replacement of unhealthy
substation cables.

Appendix 2 - NGETNLMPR-zt¢
Allowan R |
Year (Em
Projec | Project Title 2026/2 | 2027/2 | 2028/2 | 2029/3 | 2030/3 | Tota
t 7 8 9 0 1 1
1 St Johns Wood XX.X XX.X XX.X XX.X XXX XXX
275KV
Rationalisation

2 Barking XXX XXX XXX XXX XXX XX.X
Substation
Replacement

3 West London XX.X XX.X XX.X XX.X XX.X XX.X
Cables Strategy
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Special Condition 3.48 NLRE Named Price Control Deliverables
(NPALt)

Intr ion

3.48.1 The purpose of this condition is to calculate the term NPA;_(the annual
allowance for the NLRE Named Price Control Deliverables term). This

contributes to the calculation of the Totex Allowance.

3.48.2 The effect of this condition is to:

(a) specify the outputs and associated allowances for NLRE Named Price
Control Deliverables; and

(b) provide for an assessment of the Price Control Deliverables and a reduction
in allowances if the licensee does not deliver the Price Control Deliverables
as specified.

(c) provide for the calculation of the annual allowance for Named Pipeline

Deliverables.

Part A: Formula for calculating the annual allowance for the NLRE Named Pri
Control Deliverable term (NPA,)

3.48.3 The value of NPAt is derived in accordance with the following formula:
NPA, = NPB, + NPP,
Where:

means the annual allowance for Named Baseline Deliverables
calculated in accordance with Part B, and

NPP means the annual allowance for Named Pipeline Deliverables
t calculated in accordance with Part E

NPB,

Part B: Formula for calculating the annual allowance for Named Baseline
Deliverables (NPB

3.48.4 The value of NPBtis derived in accordance with the following formula:

NPB, = NPE, — NPR,

NPEt  means the sum of allowances for the Named Baseline Deliverables in
Regulatory Year t in Appendix 1.

NPR; has the value zero, unless otherwise directed by the Authority in
accordance with Part D.

P : What is the licen fun liver thr h the annual allowance for
Named B line Deliverabl NPBt)?

3.48.5 Appendix 1 specifies the outputs that the licensee is funded to deliver through
the NPBt term, the delivery dates for those outputs and the allowances provided
for each output.



Part D: A ment of the Named Baseline Deliverabl

3.48.6 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 NPR, where the licensee
has not Fully Delivered an output in Appendix 1.

Part E: Formula for calculating the annual allowance for Named Pipeline
Deliverables (NPPt

3.48.7 The value of NPPtis derived in accordance with the following formula:

X
NPP, = z NPPC, * NPDI,,,

n=1

Where:

NPPC is the allowance for the Named Pipeline Deliverable with the
identification number n specified in Appendix 2; and

takes the value one if the Named Pipeline Deliverable with the
NPDI,; identification number n is delivered in the Regulatory Year t, and takes

the value zero otherwise.

3.48.8 Ifthelicensee commences work in the Price Control Period to deliver a Named

Pipeline Deliverable and completes delivery in the Regulatory Year
commencing on 1 April 2031, the Authority will provide the allowance specified

in Appendix 2 for that Named Pipeline Deliverable in the next price control
period.

: Wh

P
D?

3.48.9 Before making a direction under Part D, 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,

3.48.10 The direction will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the NPR; 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 NPR; term.



Appendix 1

Annual allowances for the Named Baseline Deliverables by Regulatory Year (NPEt)

Has the values given in the NGET Redacted Information Document

Special Condition 3.49 NLRE Volume Price Control Deliverables

(VPAt)

Intr ion

3.49.1 The purpose of this condition is to calculate the term VPA,_(the annual
allowance for the NLRE Volume Price Control Deliverables). This term
contributes to the calculation of the Totex Allowance.

3.49.2 The effect of this condition is to:

(a) specify the outputs and associated allowances for NLRE Volume Price

Control Deliverables; and

(b) provide for an assessment of the Price Control Deliverables and a reduction

in allowances if the licensee does not deliver the maximum number of units
as specified in Appendix 3.

(c) specify a process for making changes to the maximum number of units
funded by the allowances as specified in Appendix 3.

Named 2029/3 203
Asset Type Baseline Delivery Date 2026/27 2027/28| 2028/29 0 0/20
Deliverable = 31
Total named N i c
/== deliverable 1 |—— = = - m
71 i ble.2 31 March 2031 £am £am £xxxm | Exexm ?
Ete
Has the values given in the NGET Redacted Information Document
Appendix 2
Allowance for Named Pipeline Deliverables (NPPCn)
Named Pipeline
Asset Tvpe Deliverable Named Pipeline Deliverv date Allowance
ST ST ; 24 I e——
ASSel lype identification Deliverable (NPPCn)
number n




3.49.3 This condition specifies the allowances for the Price Control Deliverables and
adjustments to those allowances.

Part A: Formula for calculating the annual NLRE Volume Pri ntrol
Deliverable term (VPA,)

3.49.4 The value of VPA_ s calculated in accordance with the following formula:

2031 t—1

VPAr = min (VPEr — VPR,, max (0. T VPE, — T VPA{L))
e e
2026 2026

Where:

VPEt means the ex ante annual allowance for NLRE Volume Price Control
Deliverables in Regulatory Year t specified in Appendix 1.

VPRt 3.49.11takes the value zero on 1 April 2026, and is replaced after the end

of the Regulatory Year t by a value derived in accordance with the
following formula:

x t—1
VPRt = VPE, — Z VPUC,, * min (VPD.,, ,,max| 0,VPM,, — Z VPD,, . |)
n=1 2026 =

Where:

VPUCn means the unit cost applicable to the Volume Price Control Deliverable
group n specified in Appendix 2

VPDn,t means the number of units of Volume Price Control Deliverable group n
delivered in Regulatory Year t.

VPMn means the maximum number of units of Volume Price Control
Deliverable group n funded by the allowances as specified in Appendix 3

Part B: What is the licensee funded to deliver?

3.49.5 The licensee is funded to deliver the maximum number of units specified in
Appendix 3.



P : Pr for making chan he maximum number of units fun
he allowan ified in A ndix 3 (VPMn

3.49.6 The licensee may apply to the Authority for modifications to the maximum

number of units funded by allowances specified in Appendix 3. Any application
under this Part may only be submitted to the Authority during April 2029.

3.49.7 Applications for modifications submitted under this Part must include as a

minimum:

(a) The requested changes to the maximum number of units funded by allowances for
each Volume Price Control Deliverable group;

(b) Evidence of the need for the requested changes, in each case setting out how the
change would benefit consumers;

(c) The number of units of each Volume Price Control Deliverable group delivered and

forecast to be delivered in each Regulatory Year in the Price Control Period;

(d) The number of units of each Volume Price Control Deliverable group for which work
has started or is forecast to start in the Price Control Period, and which is forecast to
be delivered in the Regulatory Year commencing on 1 April 2031; and

e) Confirmation, along with supporting calculations, that the requested changes will
not lead to an increase in aggregate funding for NLRE Volume Price Control
Deliverables in the Price Control Period.

(f) A modification under this Part to the maximum number of units funded by

allowances in Appendix 3 will be made under s11A of the Act.

3.49.8 The Authority intends to allow funding in the price control period commencing

on 1 April 2031 for units delivered in the Regulatory Year commencing on 1
April 2031 and where work to deliver those units was started in the Price

Control Period.

3.49.9 This funding is subject to the constraint that the aggregate amount of funding
provided under this condition will not exceed the aggregate amount of ex ante
funding for NLRE Volume Price Control Deliverables calculated by aggregating
the value of VPEt as specified in Appendix 1 over the Price Control Period.







A

ndix 1

Ex ante annual allowance for NLRE Volume Price Control baselinedeliverables per
Regulatory Year (VPEt)

2026/27 2027/28 2028/29 2029/30 |2030/2031
VPEt 4433 6218 103.02 11698 6613
Appendix 2
Unit costs for the Volume Price Control Deliverable group n (VPUCn)
GI‘%Q Volume deliverable Group Unit Cost (£Em)
1 |400kV ReactorReplacement £m

Has the values given in the NGET Redacted Information Document

A ndix
Maximum number of units funded by NLRE Volume Pri ntrol Deliverables (VPMn
Maximum number of | Maximum number-of
Groub Volume deliverable units funded by units funded by
atoupn rou baseline allowances | pipeline allewanees
(VPBMn) fVPPMn)
400kV Reactor
é UV Lot uL
Has the val iven in the NGET R Information Documen

Special Condition 3.50 NLRE Combi Price Control Deliverable

(CPALt)

Intr ion

3.50.1 The purpose of this condition is to calculate the term CPA;_(the annual
allowance for the NLRE Combi Price Control Deliverable). This term contributes
to the calculation of the Totex Allowance.

3.50.2 The effect of this condition is to:

(a) specify the outputs and associated allowances for NLRE Volume Combi

Deliverables;

Price Control Deliverables and NLRE Named Combi Price Control

(b) provide for an assessment of the Price Control Deliverables and a reduction

in allowances if the licensee does not deliver the Price Control Deliverables

as specified in this condition;



(c) specify a process for making changes to the maximum number of units
funded by the allowances as specified in Appendix 3; and

(d) provide for the calculation of the annual allowance for Named Combi
Pipeline Deliverables.

3.50.3 This condition specifies the allowances for the Price Control Deliverables and
adjustments to those allowances.

Part A: Formula for calculating the annual NLRE mbi Pri ntrol
Deliverable term (CPA,)

3.50.4 The value of CPA.is calculated in accordance with the following formula:
3.50.5 CPA; = CPV; + CPN;

Where:
CPV means the annual allowance for Volume Combi Deliverables
t calculated in accordance with Part B.
CPN means the annual allowance for Named Combi Deliverables
t calculated in accordance with Part F.
P B: Formula for calculating the annual allowance for Volum mbi Pri
ntrol Deliverabl PV

3.50.6 The value of CPV,s calculated in accordance with the following formula:

2031 t—1
CPV, = min (VCPE, — VCPR,, max (0, Y‘ VCPE, — ? CPV.))
ya] ya]
2026 2026
Where:

VCPEt means the ex ante annual allowance for NLRE Volume Combi
Deliverables in Regulatory Year t specified in Appendix 1.

VCPRt 3.49.11takes the value zero on 1 April 2026, and is replaced after the end
of the Regulatory Year t by a value derived in accordance with the
following formula:

VCPRt = VCPE,
x / t—1 \
— Y‘ VCPUC,, * min (VCPD,, ,,max| 0,VCPM, — T VCPD,,, |
yam] s,
n=1 2026 u
Where:

VCPUCn means the unit cost applicable to the Volume Combi Deliverable group n
specified in Appendix 2.

VCPDn,t means the number of units of Volume Combi Deliverable group n

delivered in Regulatory Year t that has met the criteria specified in
paragraph 3.50.2.



VCPMn means the maximum number of units of Volume Combi Deliverable

group n funded by the allowances as specified in Appendix 3

3.50.7 For any Volume Combi Deliverable to be included in the calculation of the
VCPDn,t term it must have been assigned an End of Life Modifier Score of 75 or

above in the Regulatory Year of delivery. The End of Life Modifier Score must

have been calculated pursuant to the licensee’s Network Asset Risk Annex in
accordance to Special Condition 9.2 (Network Asset Risk Metric methodology)
in force in the Regulatory Year of delivery.

518




P : What is the licen fun liver?

3.50.8 The licensee is funded to deliver the maximum number of units specified in

Appendix 3.
P D: Pr for making chan he maximum number of units fun
he allowan ified in A ndix 3 (VCPMn

3.50.9 The licensee may apply to the Authority for modifications to the maximum
number of units funded by allowances specified in Appendix 3. Any application
under this Part may only be submitted to the Authority during April 2029.

3.50.10 Applications for modifications submitted under this Part must include as a
minimum:

(a) The requested changes to the maximum number of units funded by allowances for
each Volume Combi Deliverable group;




(b) Evidence of the need for the requested changes, in each case setting out how the
change would benefit consumers;

(c) Numbers of units of each Volume Combi Deliverable group delivered and forecast to
be delivered in each Regulatory Year in the Price Control Period;
(d) The number of units of each Volume Combi Deliverable group for which work has

started or is forecast to start in the Price Control Period, and which is forecast to be
delivered in the Regulatory Year commencing on 1 April 2031; and
e) Confirmation, along with supporting calculations, that the requested changes will

not lead to an increase in aggregate funding for NLRE Volume Combi Deliverables in
the Price Control Period.

(f) A modification under this Part to the maximum number of units funded by
allowances in Appendix 3 will be made under under s11A of the Act.

Part E: Funding for units delivered in the first year of the next price control

period
3.50.11 The Authority intends to allow funding in the price control period commencing

on 1 April 2031 for units delivered in the Regulatory Year commencing on 1

April 2031 and where work to deliver those units was started in the Price
Control Period.

3.50.12 This funding is subject to the constraint that the aggregate amount of funding
provided under this condition for NLRE Volume Combi Deliverables will not
exceed the aggregate amount of ex ante funding for NLRE Volume Combi
Deliverables calculated by aggregating the value of VCPEt as specified in
Appendix 1 over the Price Control Period.

Part F: Formula for calculating the annual allowance for Nam mbi pri
ntrol deliverabl PN

3.50.13 The value of CPNt s derived in accordance with the following formula:
CPN, = CNPB, + CNPP,

Where:

CNPB; means the annual allowance for Named Combi Baseline Deliverables
calculated in accordance with Part G, and

CNPP; means the annual allowance for Named Combi Pipeline Deliverables
calculated in accordance with Part ],

P : Formula for calculating the annual allowance for Nam mbi
B line Deliverabl NPB

3.50.14 The value of CNPBt is derived in accordance with the following formula:
CNPB, = CNPE, — CNPR,

Where:

CNPEt means the sum of allowances for the Regulatory Year t in Appendix 4.



CNPR; has the value zero, unless otherwise directed by the Authority in
accordance with Part .

P H: What is the licen fun liver thr h the annual allowance for
Nam mbi B line Deliverabl NPBt)?

3.50.15 Appendix 4 specifies the outputs that the licensee is funded to deliver through

the CNPBt term, the delivery dates for those outputs and the allowances
provided for each output.

Part I: Assessment of the Named Combi Baseline Deliverables

3.50.16 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 CNPR; where the
licensee has not Fully Delivered an output in Appendix 4.

Part J: Formula for calculating the annual allowance for Named Combi Pipeline
Deliverables (CNPPt

3.50.17 The value of CNPPt is derived in accordance with the following formula:

X
CNPP, = Z CNPPC, * CNPDI,,

n=1

Where:

CNPPCn is the allowance for the Named Combi Pipeline Deliverable with the
identification number n specified in Appendix 5

CNPDIL, , takes the value one if the Named Combi Pipeline Deliverable with the

identification number n is delivered in the Regulatory Year t, and takes
the value zero otherwise.

3.50.18 If the licensee commences work in the Price Control Period to deliver a Named

Combi Pipeline Deliverable and completes delivery in the Regulatory Year
commencing on 1 April 2031, the Authority will provide the allowance specified
in Appendix 5 for that Named Combi Pipeline Deliverable in the next price
control period.

K: Wh

3.50.19 Before making a direction under Part [, 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.



3.50.20 The direction will set out:

(a) the value of the CNPRt term and the Regulatory Years to which that adjustment

relates; and

(b) the methodology and data that has been used to decide the value of the CNPR, term.

Ex ante annual allowance for Volum

mbi

A

(VCPEt VCPBEY)

ndix 1

ine Deliverables by Regulatory Year

2026/27

2027/28

2028/29

2029/30 [2030/2031

VCEPBEE VCPEt

54.07

6410

5348

4958 | 5044

Appendix 2
Unit costs for the Volume Combi Deliverable group n (VCPUCn)

Group

Volume deliverable Group

Unit Cost

= |l

400kV Reactor Replacement

Has the values given in the NGET Redacted Information Document

Maximum num

r of uni

fun

A n

llowan

ix

VCPMn

Group n

Volume deliverable

Maximum number of
units funded by

group

baseline allowances
(MEPBMRVCPMn)

Maximum numberof
units funded by
el m
{VPPMn)

[H=

400KV Reactor
Replacement

Has the values given in the NGET Redacted Information Document

Named Delivery
Asset Type Deliverable date 2026/27(2027/28|2028/29(/2029/30 |2 2031
:! li ble1 :gggl £xexm | Bocan | Ecoum | Exacam £xexm
:’ i ble2 :293I £xxxm | Eocam | Ecomm | Excam £3xexm
Ete




Z
="

ame Delivery
Asset Type Deliverabl i 2026/27(2027/28|2028/29/2029/30(2030/2031

Has the values given in the NGET Redacted Information Document

Appendix
Allowance for named Combi Pipeline Deliverables (CNPPCn
Named pipeline
. Named
Asset Type deliverable ipeline Delivery date Allowance
- =g - £
identification ~ [BP=ME (CNPPCn)
number n deliverable

Has the values given in the NGET Redacted Information Document

Special Condition 3.51 NGET V-String Busbars Re-opener and Price
Control Deliverable (NGETVSBt)

Introduction

3.51.1 The purpose of this condition is to calculate the term NGETVSBt (NGET V-String
Busbars term). This contributes to the calculation of the Totex Allowance.

3.51.2 The effect of this condition is for the V-String Bbusbar Rreplacement Bproject
to:

(a) establish an Authority triggered Re-opener for adjustments to the NGET V-String
Bbusbars replacement Pproject NGETVSBRg: term;

(b) specify the outputs, delivery dates and associated allowances for the Price Control

Deliverable;

(c) provide for an assessment of the Price Control Deliverable.

3.51.3 This condition also explains the process the Authority will follow when
directing any changes under this condition.

Part A: Formula for calculating the NGETVSB:-
3.51.4 The value of NGETYVSB: NGETVSB:is derived in accordance with the following

formula:

3.51.5 NGETVSB, = NGETVSBz, — NGETVSB,,

3.51.6 where:
NGETVSB: means-the total allowanee for the NGETs V-String Busbar
Prejeet;
NGETVSBr: means the allowance provided in accordance with the

process in Part B and the outputs specified in Appendix 2;
and




NGETVSBa: has the value Zero unless directed by the authority in
accordance with Part D.

3.51.7 Appendix 2 specifies the outputs that the licensee is funded to deliver, the
delivery dates for those outputs and the allowances associated with those
outputs.

3.51.8 The Authority will consider a direction adjusting the value of the NGETVSBg:
term in respect of the licensee V-String Bbusbar Rreplacement Pproject for

i i in accordance with Part C of this

Condition.

P : icati V-String B r Repl ment Re- ner

3.51.9 The Authority will invite the licensee to apply for an adj modification to

Appendix 1 and Appendix 2 under paragraph 3.51.10 when the licensee has
demonstrated thethat five trial site V-String Rreplacement works have been

completed. assetoutin NGE s Redacted-ntormation Boewment have been

completed to the Autherity's expectations.
Part D: How to make an application
3.51.10 Thelicenseewi 9 : b o Authorits
i i i The licensee’s application to the
Authority will conform with where the requirements specified in paragraph
3.51.11 apply.

3.51.11 An application for the V-String Bbusbar Rreplacement Re-opener must be made
in writing and include, as a minimum, for each V-String busbar Rreplacement

proposed:

(a) per Substation, which V-String Bbusbars are to be replaced and those which are not;

(b) the cost for each V-String Bbusbar to be replaced;
(c) the date of replacement for each V-String Bbusbar; and
(d) analysis on Eearly Aasset Wwrite off (EAWO) for each site ahead of 2050.

3.51.12 The Authority may by direction, modify Appendix 1 and Appendix 2 if it is
satisfied that the conditions specified in paragraphs 3.51.11 have been met. Any

modification under this Part D will be made under section 11A of the Act.

Part E: Assessment of Price Control Deliverable

3.51.13 Before making a direction under Part E, Fthe 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 NGETVSBa:where the licensee has not Fully
Delivered an output in Appendix 2.



3.51.14 Before making a direction under Part D 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.

3.51.15 A direction under paragraph 3.51.15 will set out:

(a) the delivery status of the output that has not been Fully Delivered;

(b) the value of the NGETRCa: 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 adjustment to the NGETRCx: term.

3.51.16 The direction will set out any adjustments to the value of NGETVSB:, the Price

Control Deliverables in Appendix 2 and the Regulatory Years to which that
adjustment relates in Appendix 1.

A ndix 1— Proj Allowan R | Year
2026/27|2027/28|2028/29|2029/30|2030/2031|2031/32 Yé\zzilrs
NGETVSBrg: £x £x £x £x £x £x Ex
Appendix 2— NGET V-String
Replacement Price
Control Deliverable
Site V-String Rreplace V-Strings Nnot Delivery Ddate
Rreplaced
NGET Redacted NGET Redacted NGET Redacted NGET Redacted
Information Information Information Information
Document Document Document Document

Special Condition 3.52 NGET Reactive Compensation Re-opener
and Price Control Deliverable (NGETRC:)

Intr ion

3.52.1 The purpose of this condition is to calculate the term NGETRC: (the NGET
Reactive Compensation term). This contributes to the calculation of the Totex

Allowance.

3.52.2 The effect of this condition is to:



(a) establish a Re-opener for the licensee to trigger amendments to the Reactive
Compensation Price Control Deliverable during the Price Control Period; and

(b) specify the outputs, delivery dates and associated allowances for the Reactive
Compensation Price Control Deliverables;

(c) provide for an assessment of the Price Control Deliverable.

3.52.3 This condition sets-eut explains the process the Authority will follow when
making any changes under this condition.

Part A: Formula for calculating NGETRC¢

3.52.4 The value of NGETRCtis derived in accordance with the following formula:
NGETRC, = NGETRCg, — NGETRC,,

Where:
NGETRC: means-the total allowanece for the NGETs Reactive
NGETRCr: means the allowance provided in accordance with the
process in Part BC and the outputs specified in Appendix 2;
NGETRCa: has the value zero unless directed by the aAuthority in

accordance with Part Dt.

i rsth i j ' . Appendix 2 specifies the

outputs that the licensee is funded to deliver, the delivery dates for those

outputs and the allowances associated with those outputs.
Part C: How to make an application Reactive compensation Re-opener

3.52.6 This Re-opener may be used where there is:

(a) aneed for an intervention on an existing reactive compensation asset, which is not a
reactor included in NGETs existing asset base;

(b) an instruction by the ISOP for NGET to deliver additional reactive compensation
through an NGET intervention.

3.52.7 The Authority may make modifications under this Re-opener at any time during
the Price Control Period.

3.52.8 Thelicensee may only apply to the Authority for a modification to Appendix 1

and Appendix 2 in the month of April 2028 under this Part, where the
requirements specified in paragraph 3.52.9 apply.

3.52.9 An application for the NGET Rreactive Ecompensation Re-opener Prejeet must
be made in writing and include, for each Rreactive Ecompensation lintervention
proposed:




(a) The specific asset due for intervention;
(b) NESO ISOP confirmation of the need for the asset and the capability of the asset;
(c) The completion of proposed options to a Stage 2 (as defined in RIGs) level of design;

(d) An estimated cost for each Aasset proposed for intervention;

e) Where relevant to the intervention proposed

(f) proposed delivery vear(s) for each intervention.
3.52.10 The Authority ma i

i modify A

endix 1&and A

ide asset condition data; and

endix 2 if it is

satisfied that the conditions specified in paragraph 3.52.9 have been met. Any

modification under this Part C or Part D will be made under section 11A of the

Act.
Part D: Assessment of Price Control Deliverable

3.52.11 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 NGETRC4:where the

licensee has not Fully Delivered an output in Appendix 2.

Part E: What process will the Authority follow in making a direction

3.52.12 Before making a direction under Part D 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.

3.52.13 A direction under paragraph 3.52.12 will set out:

(a) the delivery status of the output that has not been Fully Delivered;
(b) the value of the NGETRCar 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 adjustment to the NGETRCy: term.

3.52.14 The direction will set out:

(a) any adjustments to the value of the NGETRCg: term and the Regulatory Years to
which that adjustment relates; and

(b) clarify that changes have been made to the deliverables in Appendix 2.

Appendix 1 — Project Allowan Requl Year
2026/27 2027/28 2028/29 2029/30 |2030/2031
NGETRCrr: £x £x £x £x £x




Project Table
Allowances

Site Asset Ttype Intervention

proposed
NGET NGET NGET Redacted
Redacted Redacted Information
Information Information Document
Document Document

NGET Redacted
Information
Document

Delivery Ddate

NGET Redacted

Information
Document



Chapter 4: Output Delivery Incentives

Special Condition 4.1 Total output delivery incentive
performance

Introduction

411 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 calculatin | liv incentiv rforman

4.1.2 The value of ODI: is derived in accordance with the following formula:
ODI; = ENSI, + 11GI,+ CON; + IDI, + SOTO; + ASTII, + MPI,

where:

ENSI: is derived in accordance with Special Condition 4.2 (Energy not

supplied output delivery incentive);

lIGI:  is derived in accordance with Special Condition 4.3 (Insulation And
Interruption Gas emissions output delivery incentive);

ON: is derived in accordance with Special Condition 4.4 (Connections output
delivery incentive).

IDI; is derived in accordance with Special Condition 4.5 (Innovative Delivery
output delivery incentive);

SOTO: is derived in accordance with Special Condition 4.6 (SO-TO optimisation
output delivery incentive);

ASTII: is derived in accordance with Special Condition 4.7 (ASTI output

delivery incentive); and

MPI: is derived in accordance with Special Condition 4.8 (Major Projects

output delivery incentive).

)

I~




Special Condition 4.2 Energy not supplied output delivery
incentive (ENSIy)

Introduction

4.2.1 The purpose of this condition is to provide for the calculation of the term ENSIt
(the energy not supplied output delivery incentive term). This contributes to
the calculation of the term ODI: (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 penalise the licensee’s performance
in relation to Incentivised Loss of Supply Events.

4.2.3  This condition also places obligations on the licensee:



(a) to maintain and use best endeavours to comply with the ENS Incentive
Methodology Statement;

(b) in relation to the notification and treatment of ENS Exceptional Events; and

(c) in relation to Incentivised Loss of Supply Events.

Part A: Formula for calculating the energy not supplied output delivery
incentive term (ENSly)

4.2.4

The value of the term ENSltis derived in accordance with the following formula:
ENSI; = max OLL~TISENST—ENSA—RIDPA~EABR I [VOLL,
*TIMR(ENST, — ENSA;), —RIDPA - RORE]
where:
VOLLVOLL means the value of lost load which has the value £23,60825,393 per
- MWh;
means the Totex Incentive StrengthMechanism Rate, and in this formula
HSTIMR
has the value of 25 per cent;
ENST means the Incentivised Loss of Supply Events volume target and has the
¢ value of :47MWh125MWh;
ENSA means the sum volume of all Incentivised Loss of Supply Events as
¢ calculated by the licensee in accordance with this condition;
RIDPA means the maximum annual downside percentage adjustment, and has

the value 3:90f 0.38 per cent; and

EABRRORE means Ex-Ante Base RevenueReturn on Regulated Equity.

Part B: ENS Incentive Methodology Statement

4.2.5

4.2.6

4.2.7

4.2.8

The licensee must have in place an ENS Incentive Methodology Statement
approved by the Authority.

When preparing the ENS Incentive Methodology Statement, the licensee must
have regard to:

(a) the approaches taken by the other FransmissionLicenseestTransmission
ILicensees subject to a condition of equivalent effect to this condition; and

(b) the NETS SQSS.

The licensee must use its best endeavours to apply the methodology in the ENS
Incentive Methodology Statement.

The licensee, in consultation with the other Transmission Owners in whose
licence a condition equivalent to this one has effect, must from time to time and
at least once during the Price Control Period, review and propose any revisions
to the ENS Incentive Methodology Statement as may be necessary in order to




ensure that it continues to enable the reasonable estimation of the volume of
Incentivised Loss of Supply Events.

4.2.9  Before revising the ENS Incentive Methodology Statement, the licensee must
provide a copy of the proposed revisions to the Authority.

4.2.10 The Authority will:

(a) approve the proposed revisions;
(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions that it considers should be made.

4.2.11 The Authority may direct changes to the value of the ENSTtterm in any
Regulatory Year as a result of any proposed revisions to the ENS Incentive
Methodology Statement in order to ensure as far as possible that the measured
performance of the licensee against this incentive is the same as if the revision
to that statement had not taken place.

Part C: Amendment of VOLL;

4.2.12 The Authority may direct that the term VOLLt be changed once during the Price
Control Period in order to ensure as far as possible that it best reflects
customers’ valuation of reliable electricity supply.

4.2.13 If an amendment is made to the term VOLLs, it will take effect at any such time
as notified by the Authority,

4.2.14 Any such direction will not amend the term VOLL: for any previous Regulatory
Years.

Part D: Notification and treatment of ENS Exceptional Events

4.2134.2.15 Where the licensee considers that an ENS Exceptional Event has wholly or
partly caused energy not to be supplied to a customer, the licensee must:

(a) notify the Authority of that event as soon as reasonably practicable, but at
the latest before the end of the period of 14 days beginning with the date of
the ENS Exceptional Event;

(b) except where the Authority otherwise consents, during the period of 30
days beginning with the date of notification under sub-paragraph (a)ta},
provide to the Authority:

i.  details of the volume of energy not supplied that it considers resulted
from the ENS Exceptional Event; and

ii. any evidence available which demonstrates that the ENS Exceptional
Event was not attributable to any error on the licensee’s part; and

iii. any evidence available that the licensee took reasonable preventative
and mitigating actions before and after the event, to limit the effect of
the ENS Exceptional Event and to restore supplies quickly and
efficiently.



42144.2.16 _Where an ENS Exceptional Event occurs, the Authority will consider
directing an adjustment to the value of the ENSA: term.

Part E: Licensee’s obligations in respect of Incentivised Loss of Supply Events
4.2154.2.17 The licensee must use its reasonable endeavours to:

(a) prevent Incentivised Loss of Supply Events;

(b) mitigate the impact after any such Incentivised Loss of Supply Event to limit
its effect; and

(c) restore supplies quickly and efficiently after such an Incentivised Loss of
Supply Event, having due regard to safety and other relevant legal
obligations.

Part F: Process for issuing directions

4.2164.2.18 Before issuing a direction under paragraphs 4.2.114-23444-212 or
4.2.164-214;, 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 ret-be lessthanup to 28 days unless the Authority
determines that a longer period is appropriate.

Special Condition 4.3 Insulation And Interruption Gas
emissions output delivery incentive (lIGly)

Introduction

4.3.1 The purpose of this condition is to calculate the term IIGI: (the Insulation And
Interruption Gas emissions 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 reward or penalise the licensee to reflect its
performance in relation to Insulation And Interruption Gas emissions from
assets forming part of the licensee’s Transmission System as compared against
the ealewlated-baseline-target Insultation and Interruptions Gas emissions.

4.3.3  This condition also places obligations on the licensee:
(a) to maintain and use its best endeavours to comply with the IIG
Methodology Statement; and

(b) in relation to the notification and treatment of IIG Exceptional Events_and
II1G Emissions Data Discrepancies.



Part A: Formula for calculating the Insulation And Interruption Gas emissions
output delivery incentive term (lIGlt)

4.3.4  The value of [IGltis derived in accordance with the following formula:

where:

CTE:

ALE:

NTPCt

HS:TIM

Re

11GI, = (CTE, — ALE,) - NTPC, - TISTIMR,

means the-ealeulated-baseline target Insulation And Interruption Gas
emissions in tonnes CO2e from assets forming part of the licensee’s
Transmission System, which is derived-inaccordance-with-paragraph
4.3-5;set out in Appendix 1;

means the actual Insulation And Interruption Gas emissions in tonnes
of CO2e from assets forming part of the licensee’s Transmission
System as calculated by the licensee in accordance with this
condition;

means the relevant central non-traded price per tonne of CO2e as set
out in the latest Green Book Supplementary Guidance; and

means the Totex Incentive StrengthMechanism Rate.

4.3.5 The target Insulation And Interruption Gas emissions, as set out in Appendix 1,
may be updated by the Authority in response to any changes made during the
Price Control Period to the relevant global warming potential values as set out

in the latest assessment report of the United Nations Intergovernmental Panel
on Climate Change as published on the Greenhouse Gas Protocol Website.

Before directing an adjustment target Insulation And Interruption Gas emissions, under

paragraph 4.3.5

ADD:



DSP. he reduction in Insulation And 1 on G

4.3.6 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.

Part B: IIG Methodology Statement

4.3-64.3.7 The licensee must have in place an IIG Methodology Statement approved
by the Authority.

43-74.3.8 The IIG Methodology Statement must:

(a) be consistent with industry best practice for measuring actual and
estimating expected leakage of Insulation And Interruption Gases from the
assets forming part of the licensee's Transmission System; and

(b) in respect of each Insulation And Interruption Gas, set out how the
licensee’s actual and expected emissions are adjusted to tonnes of CO2e by:

i.  using the relevant global warming potential values set out in the latest
assessment report of the United Nations Intergovernmental Panel on
Climate Change as published on the Greenhouse Gas Protocol Website;



ii. where the information in i. above is not available, using the relevant
Global Warming Potential values set out in Annex IV (Method of
Calculating the Total GWP of a Mixture) to Regulation (EU) No
517/2014 of the European Parliament and of the Council of 16 April
2014 on fluorinated greenhouse gases and repealing Regulation (EC)
No 842/2006; or

iii. where the information in i. or ii. above is not available, using the
relevant global warming potential values from an alternative
appropriate source, and explaining the process undertaken to verify
that source; and

(c) set out the methodology by which the licensee will determine the leakage of

Insulation And Interruption Gases from the assets forming part of its

Transmission System for the purposes of calculating the ALEt;APB+and
DPSPterms term.

4-3.84.3.9 The licensee must use its best endeavours to apply the methodology in the
[IG Methodology Statement.

4-3.94.3.10 _ The licensee must from time to time and in any event not less than once in
every period of two Regulatory Years, review and propose such revisions to the
IIG Methodology Statement as may be necessary in order to ensure that it
continues to comply with paragraph 4.3.84-3-%.

4-3104.3.11 Before revising the IIG Methodology Statement, the licensee must submit
a copy of the proposed revisions to the Authority.

43314.3.12 The Authority will:

(a) approve the proposed revisions;

(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions which it considers should be made.

Part C: Notification and treatment of IIG Exceptional Events

43324.3.13 Where the licensee considers that an IIG Exceptional Event has wholly or
partly caused leakage of an Insulation And Interruption Gas, it must:

(a) notify the Authority of that event as soon as reasonably practicable but at
the latest before the end of the period of 14 days beginning with the date of
the IIG Exceptional Event;

(b) except where the Authority otherwise consents, during the period of 30

days beginning with the notification under sub-paragraph (a), provide to
the Authority:

i.  details of the volume of leakage of Insulation And Interruption Gas that
it considers resulted from the I1G Exceptional Event;

ii. any evidence available which demonstrates that the event was not
attributable to any error on the licensee’s part; and



iii. any evidence available that the licensee took reasonable preventative
and mitigating actions before and after the event to limit its effect.

4-313—Notification of an IIG Exceptional Event under paragraph 4.3.13The licensee

4.3.14 will not be considered by the Authority when the volume of leakage of
Insulation And Interruption Gas is lower than 15kg.

431344.3.15 Where an IIG Exceptional Event occurs_and the volume of leakage is above
15kg, the Authority will consider directing an adjustment to the ALEt term.

43154.3.16 Before directing an adjustment to the ALEt term under paragraph
4.3.154:314;, 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.

Part D: Notification and treatment of IIG Emissions Data Discrepancy

4.3.17 Where the licensee considers that an IIG Emissions Data Discrepancy has
wholly or partly caused the reporting of leakage of an Insulation And
Interruption Gas in error, it must:

(a) before the end of the period of 14 days following the completion of the
Regulatory Year, provide to the Authority:

i.  details of the volume of leakage of Insulation And Interruption Gas that
it considers resulted from incorrect OEM nameplate labelling of SF6
asset inventory;

ii. any evidence available which demonstrates the reported leakage

results from mislabelling of IIG asset inventory by the OEM and not
actual IIG emissions; and

iii. any evidence available that the licensee took reasonable preventative
and mitigating actions to limit the effect of any data discrepancy.

4.3.18 Notification of an IIG Emissions Data Discrepancy under paragraph 4.3.17_will
not be considered by the Authority when the effected volume of reported

leakage of Insulation And Interruption Gas is lower than 15kg.

4.3.19 Where an [IG Emissions Data Discrepancy occurs and the volume of leakage is

above 15kg, the Authority will consider directing an adjustment to the ALEt
term.

4.3.20 Before directing an adjustment to the ALEt term under paragraph 4.3.19, the
Authority will publish on the Authority's Website:



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

faF-a period during which regresentatlons may be made on the proposed direction,
which will thete he e e =7

(c) Fimelybe up to 28 days unless the Authority determines that a longer
period is appropriate.

A ndix 1
Target Insulation And Interruption Gas emissions (tCO2e)

Annual
emissions 2026/27 2027/28 2028/29 2029/30 2030/31
targets (CTEt)
INGET 189,739 176,186 162,633 149,081 135,528

Special Condition 4.4 Connections output delivery incentive

(CONADJ:CON:;)
Intr ion
Introduction

443111 The purpose of this condition is to calculate the term EONABJCON; (the
%kmel—yconnectlons output dellvery 1ncent1ve term) qéha#ee%ﬁb%%ﬁe%e

4.4.1  Where This contributes to the Autheority-decidesto-applycalculation of the
CONADJ-term;_ODI; (the output delivery incentives term), which in turn feeds
into Calculated Revenue in Special Condition 2.1 (Revenue restriction).

4.4.2 The effect will be to reward the licensee for the completion of its Stage One

Commissioning on or before their Connections Incentive Target Date and
penalise the licensee for failinga failure to deliver-timely-offersfor connection
to-the licensee's Transmission-Systemcomplete its Stage One Commissioning
Aetivities before or within a period of 30 calendar days after the Connections
Incentive Target Date.

Part A: Formula for calculating the Fimely-connections- Cconnections output
delivery incentive term (CONADJ:CON;})

443  The value of CONABJCON: is derived in accordance with the following formula:

CIV,
CON, = [CIV, x COT,] — [T % COLt]



o
o
3

means the unit value of the incentive, based on the number of

Connection Projects with a Connection Project Completion Date
within the Price Control Period, and therefore scheduled to

complete Stage One Commissioning on or before 31 March 2031,

as specified in Appendix 21;¢. The sum of which across the Price

Control Period will be equal to the sum of an average of 0.4% of
Return on Regulated Equity (RoRE) in each RepertineRegulatory

Year

means the number of Connections Projects in Appendix 1 in

respect of which the licensee has completed Stage One
Commissioning, on or before the Connections Incentive Target

Date.

means the number of Connection Projects in Appendix 1 in respect
of which the licensee has not completed Stage One Commissioning
by-the 30th-ealendar-daybefore or within a period of 30 calendar
days after the Connections Incentive Target Date, but excluding




Connection Projects in respect of which an exemption has been
approved by the Authority under Part ED.

P B: Th nnection Proj Reaqister

4.4.4 The licensee shall create and maintain a Connection Project Register.

4.4.5 The licensee shall submit the Connections Project Register to the Authority by 1
AprilOctober 2026. The licensee shall submit an updated Connections Project

Register by1 Aprilin conjunction with the submission of the Regulatory
Reporting Pack of each subsequent Regulatory Year.

4.4.6 The Authority shall review the Connections Project Register and determine the
Connections Incentive Target Date for each Connections Project.

4.4.7 The Authority shall modify Appendix 1 of this licence condition to provide a list
of the Connection Projects and Connections Incentive Target Dates to which

this incentive shall apply.

4.4.8 Where the Authority modifies the list of Connections Projects in Appendix 1 in
accordance with this Part B, the Authority shall also modify the value of CIV&: in

Appendix 2 as required to reflect the updated number of Connections Projects.

4.49 A modification under this Part will be made under section 11A of the Act.

4411 The Authority may direct a change to the Connections Incentive Target Date in

Appendix 1 for a Connection Project for the purposes of calculating the formula
in Part A if the licensee receives notification from the ISOP that the connections

customer has formally requested a delay to its Connection Project Completion
Date through the ISOP’s Modification Application process, that request is
agreed to and the licensee and ISOP agree to an amended Connection Project
Completion Date which is on or before 31 March 2031.



4412 Where the amended Connection Project Completion Date is after 31 March
2031, the Connection Project will be removed from Appendix 1, excluded from
unit value calculations in Appendix 2, and not contribute to either COLt or COT:.

Part D: Exemption from a penalty

a a a o
A O . y Do ooy

Incentive Tarset Date; Where the licensee has not completed its Stage One

Commissioning in respect of a Connection Project before or within a period of

30 calendar days after the Connections Incentive Target Date, and if caused by
any of the circumstances in paragraph 4.4.14, the licensee may submit an
application to the Authority for a direction that the relevant Connection Project
is excluded from COLs, the result of which being that a penalty is not applied to
that Connections Project if any of the circumstances in paragraph 4.4.14 apply.

4,414 The circumstances are:

(a) that the customer has failed to meet two consecutive User Progression
Milestones as set by the ISOP; or

(b) that the customer has failed to meet the last User Progression Milestone
before the licensee’s completion of Stage One Commissioning; or

(c) that up to three bodies responsible for giving consent for the carrying out of
works required to enable the licensee to make connections to the National
Electricity Transmission System have caused severe delays to the
timescales within which planning permission is being granted compared to
delays typically experiencednetdenese; in respect of 16% of the licensee's
Connection Projects with Connections Incentive Target Date Between 1
April 2026 and 31 March 2031, where the licensee can evidence its efforts
to conduct all of its planning responsibilities in a timely manner.

4.4.15 Any such application must be submitted to the Authority as part of the annual
submission of the licensee's Connection Project Register, the timing of which is
outlined in paragraph 4.4.5. The application must be made at the next
submission opportunity after the licensee considers that circumstance outlined

in 4.4.14 has been met, using evidence from previous Regulatory Years where
necessary.

4.416 The licensee must provide the Authority with reasonably available evidence to
demonstrate that any of the circumstances specified in paragraph 4.4.144-414

are met. The Authority retains the right to request additional evidence.

4.4.17 Ifthe Authority considers that the circumstances in paragraph 4.4.14 are met,
the Authority may direct that the relevant Connection Project is excluded from
COL




Project ID Connection ProjectCompletion Connections Incentive Target

Date (dd/mm/yyvy) Date (dd/mm/yyyy)
Appendix 2

Unit value of the incentive (CIVi)

2026/27 2027/28 2028/29 2029/30 2029/31

CIV

[yp)
Ith
Ith
ch
[yp)

Special Condition 4.5 Innovative Delivery output delivery

incentive (IDI;)

Introduction

4.5.1 The purpose of this condition is to calculate the term QES+{the-quality-of
connections-satisfaction-surveylDI: (the Innovative Delivery output delivery
incentive term). This contributes to the calculation of the term ODI: (the output
delivery incentives term), which in turn feeds into Calculated Revenue in
Special Condition 2.1 (Revenue restriction).

4.5.2 The effect of this condition is to reward the licensee’s performance relating to

Innovative Delivery.
4.5.3 This condition alse establishes the Innovative Delivery Incentive Guidance
Document.

454 This condition also places obligations on the licensee:
(a) to submit and publish an Innovative Delivery Incentive Performance Panel

Submission; and

(b) to comply with the Innovative Delivery Incentive Governance Document.

Part A: Formula for calculating the Innovative Delivery output delivery
incentive is-to-reward-orpenalise- the licensee- where-its customer-service
performance-improves-or-deteriorates-term (1DI:)

4-5:2—The value of the-QES: term is-derived-inaccordance-with-the fellowingformula:
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. tive.t (ESH)
4:634.5.5__ Thevalueof ESKIDI: is derived in accordance with the following formula:
ESl—=(BM+WRA-OW At WU +EVA+-EGH TS
IDI, = max (0,min (IDIPAS,,IDIMAX,))

where:

IDIPAS, means the value of the licensee’s Innovative Delivery output

delivery incentive performance reward as directed by the
Authority in accordance with Part D of this condition and the

Innovative Delivery Incentive Guidance Document; and
IDIMAX: means the maximum reward in respect of IDI; for the licensee, as
specified in Appendix 1.

Performance Panel mission

4.5.6  An Innovative Delivery Incentive Performance Panel Submission is required
where the licensee seeks a reward in terms of this special condition. If the
licensee seeks a reward, the licenseeee must submit an Innovative Delivery
Incentive Performance Panel Submission to the Authority inaeceerdance with

he . | N D on:

(a) the last Working Day of September 2027; and
(b) the last Working Day of September 2029.

4.5.7 The licensee’s Innovative Delivery Incentive Performance Panel Submission

must be submitted in accordance with the requirements in the Innovative
Delivery Incentive Guidance Document.

4.5.8  The licensee must publish its Innovative Delivery Incentive Panel Submission
on the licensee’s website within five Working Days ofa the date on which the
licensee submits its Innovative Delivery Incentive Performance Panel
Submissionspecified-atparagraph4.5.5.



P : The Innovative Deliv Incentiv idance D men

4,59 The licensee must comply with the Innovative Delivery Incentive Guidance
Document in relation to the Innovative Delivery output delivery incentive.

4.5.10 The Innovative Delivery Incentive Guidance Document will include or make
provision for the following:

(a) the information and evidence that the licensee must provide in its
Innovative Delivery Incentive Performance Panel Submission:

(b) the criteria against which the performance of the licensee will be assessed;

(c) the information that will be used for the performance assessment, including
how reporting will be used in that evaluation;

(d) the process and procedures that will be in place for assessing the
performance of the licensee;

(e) any requirements the licensee must fulfil as part of the assessment process;

(f) the process for the appointment by the Authority of persons who will make
up the Innovative Delivery Incentive Performance Panel;

(g) the role and requirements of the Innovative Delivery Incentive Performance
Panel in assessing a licensee’s performance and making its
recommendation to the Authority;

(h) the methodology the Authority will use to determine the value of ISDIPAS:
for the purposes of a direction under Part D; and

(i) any other matters relating to the regulation, governance or administration
of the Innovative Delivery output delivery incentive.

4.5.11 Before issuing the Innovative Delivery Incentive Guidance Document, the
Authority will publish on the Authority's Website:

(a) the text of the proposed Innovative Delivery Incentive Guidance Document;

(b) the date on which the Authority intends the Innovative Delivery Incentive
Guidance Document to come into effect;

(c) a period during which representations may be made on the content of the
proposed Innovative Delivery Incentive Guidance Document, which will be
up to 28 days unless the Authority determines that a longer period is
appropriate.

4.5.12 Before directing an amendment to the Innovative Delivery Incentive Guidance
Document, the Authority will publish on the Authority's Website:

(a) the text of the amended Innovative Delivery Incentive Guidance Document;

(b) the date on which the Authority intends the amended Innovative Delivery
Incentive Guidance Document to come into effect;

(c) the reasons for the amendments to the Innovative Delivery Incentive
Guidance Document; and

(d) a period during which representations may be made on the amendments to
the Innovative Delivery Incentive Guidance Document, which will be up to



28 days unless the Authority determines that a longer period is
appropriate.

Part D: Pr for ing IDIPA

4.5.13 Before directing an adjustment to the IDIPAS: term under paragraph-1-1-1, 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.

A ndix 1

Maximum reward for the Innovative Delivery output delivery incentive term
(IDIMAX:) (Em)

Licensee 2026/27 2027/28 2028/29 2029/30 2030/31
NGET -0 31.9133.37 -0 95:74100.1 0
2 ==

Appendix 2

Reward for the Innovative Delivery output delivery incentive term (IDIPAS:) (Em

Licensee 2026/27 2027/28 2028/29 2029/30 2030/31
NGET - - - - =

Special Condition 4.6 SO-TO optimisation output delivery

incentive (SOTOx)

Intr ion

4.6.1 The purpose of this condition is to calculate the term SOTO: (the SO-TO

optimisation output delivery incentive term). This contributes to the
calculation of the term ODI: (the output delivery incentives term), which in turn

feeds into Calculated Revenue in Special Condition 2.1 (Revenue restriction).

BM:
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EVTT,
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EVCOM:
TS
Appendix1

Incentivevalues
Incentiv.  2021/22 2022/23 2023/24 2024425 2025/26
evalues
BMI: £2.615 £2-667 £2.694 £5440 £5493
WRIL £4-102 £4.102 £4.102 £4.102 £5128
oW, £173 £173 £173 £346 £865
WU, £4 £4 £4 £9 £23

EGL







4.6.2 The effect of this incentive is toreward-thelicensee-whereithas-delivered-SO-
743;; imisation Selutions:

(a) define what services under the STCP11.4 Enhanced ServieeServices
Provisions_qualify as Enhanced Services or Interventions; and

(b) reward the licensee’s performance relating to providing Enhanced Services

or Interventions.
4.6.3 The condition provides for:

(a) the set of eligibility criteria that determines what enhanced services are
eligible for the incentive benefit;

(b) the process the Aauthority will follow when issuing or amending the SO-TO
Optimisation Governance Document; and

(c) the requirements for the licensee to comply with the SO-:TO Governance

Document.

4.724.6.4 Eor Regulatory Years-commencing-on1-April 2023, 1- Aptil 2024-and-1
April2025;-The value of the term SOTOxis derived in accordance with the

following formula:

0.5 (SOTOS, -+ SOTOO), SOTOSESOTOS,)
SOTO, = min((SOTOSF, x 0.5) x (SOTOS, + SOT00,)), (SOTOSF, x SOTOS,)

where:

SOTOSF: means the SO-TO optimisation sharing factor which has the value
of 0.1;

SOTOS: means the total constraint savings forecasted by the ISOP for the
Enhanced Services or Interventions delivered by the licensee.; and

SOTOO: means the total outturn constraint savings estimated by the ISOP

due to the Enhanced Services or Interventions are delivered by the
licensee.




P B: -T imisation vernance D men

4.734.6.5 The licensee must comply with the SO-TO Optimisation Governance
Document.

4.6.6 The Authority will issue and amend the SO-TO Optimisation Governance
Document by direction.

4.6.7 The Authority will publish the SO-TO Optimisation Governance Document on
the Authority's Website.

—— wwhore:

4.7-64.6.8 The SO-TO Optimisation Governance Document will make provision,anéd

continue to-make previsien;-about the governance and administration of the
SO-TO OptimisationoOptimisation output delivery incentive, including:

« . . . . 1,
)

H}(a) the reporting obligations in respect of the SO-TO optimisation
output delivery incentive-_and the reporting process for the licensee:;and

(b) the methodology by which ex-ante forecast constraint savings and outturn

savings will be assessed.

4-774.6.9 Before issuing the SO-TO Optimisation Governance Document, the

Authority will publish on the Authority's Website:

(a) the text of the proposed SO-TO Optimisation Governance Document;
(b) the date on which the Authority intends the SO-TO Optimisation
Governance Document to come into effect;

(c) a period during which representations may be made on the content of the
SO-TO Optimisation Governance Document, which will retbelessthan28

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



4.-7.84.6.10 _ Before amendingdirecting an amendment to the SO-TO Optimisation
Governance Document, the Authority will publish on the Authority's Website:

(a) the text of the amended SO-TO Optimisation Governance Document;

(b) the date on which the Authority intends the amended SO-TO Optimisation
Governance Document to come into effect;

(c) the reasons for the amendments to the SO-TO Optimisation Governance
Document; and

(d) a period during which representations may be made on the amendments to
the SO-TO Optimisation Governance Document, which will nretbeless-than

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

Soecial Condition 4.8 Not |




4.6.11 This Part specifies the criteria which apply in determining whether a SO-:TO
Optimisation Solution under the STCP 11.4 Enhanced Services Provision
qualifies as an Enhanced Service or Intervention.

4.6.12 The licensee is entitled to an incentive benefit payment if, in relation to an
asset, an Enhanced Service or Intervention it has met the following criteria:

(a) physically enhanced the asset beyond a like for like replacement or
maintaining the asset;

(b) materially changed what the asset does beyond a like for like replacement
or replacement or maintaining the asset; and

(c) reduced Transmission Constraint Costs.

4.6.13 Ifthe Enhanced Service or Intervention does not meet the criteria set outin

paragraph 4.6.12, the licensee is entitled to an incentive benefit payment in
relation to an asset if as a result of an Enhanced Service or Intervention:

(a) the asset is put in a position where it runs at a capacity that is greater than

the capacity that would otherwise have been the case under the Standard
Operational Conditions of the asset; and
(b) the lifespan of the asset could be negatively affected.

4.6.14 Ifthe Enhanced Service or Intervention does not meet the criteria set out in

paragraph 4.6.12, the licensee is entitled to an incentive benefit payment in
relation to an asset if the Enhanced Service or Intervention has the effect of

imposing obligations on the licensee which exceed its requirements under the
licence.

4.6.15 No incentive benefit payment is payable in relation to a SO-:TO Optimisation

Solution identified by the ISOP as being necessary prior to the licensee’s RI10-3
business plan submission on 11 December 2024.

Part D: Failure to fulfil requested Enhanced Services or Interventions

4.6.16 __The Authority may reduce the value of SOTOt to a value not less than zero,-if
after the Price Control Periodifen-erareund RHO-3 closeout, it determines that
the licensee has failed to fulfil any Enhanced Service or Intervention requested
by the ISOP.

4.6.17 The Authority will have regard to the following matters in determining the
reduction to SOTOt:

(a) the value lost to the consumer as a result of the Enhanced Service or

Intervention having not been provided;

(b) the licensee’s overall performance in delivering Enhanced Services or

Interventions;

(c) any representations from the licensee as to why the Enhanced Service or

Intervention had not been fulfilled; and




(d) any other factors it considers relevant.

Special- Condition4-9Special Condition 4.7 Accelerated
strategic transmission investment output delivery incentive
(ASTII)

Introduction

4914.71 The purpose of this condition is to provide for the calculation of the term
ASTII: (the Accelerated strategic transmission investment output delivery
incentive term). The ASTII: term contributes to the licensee’s Allowed Revenue.

4.924.7.2 The effect of this incentive is to reward or penalise the licensee’s
performance in relation to the ASTI ODI Target Date.

4.934.7.3 This condition also establishes a mechanism for the licensee to apply for a
modification to the:

(a) value of the ASTI ODI Penalty Exemption Period in Appendix 1 following
aan ASTI ODI-F Delay Event; and

(b) the ASTI ODI Target Date in Appendix 1 following a material change to the
scope of an ASTI Output.

Part A: Formula for calculating the accelerated strategic transmission
investment output delivery incentive term (ASTII)

4944.7.4 The value of the term ASTII: is derived in accordance with the following
formula:

ASTIl = Y5_1 AnnualODIP, . + Yh_, AnnualODIR,, ;

AnnualODIP, , =

—Fn.m&»—Wﬁw‘%

t—1
[ B

ﬁ@}-}min [max[Start Day of year (t + 1) — CalcD, 0], days in yeart,

) [CappedODln — Y5031/22 AnnualODIP, 0]
n ,
Fy

AnnualODIR,,; =

FH.W
Capped OB — >0 Annual OB HR—
%M%Wme[%@ﬂmin [max[Start Day of year (t + 1)
£

CappedODI, — Y553, /2, AnnualODIR
— Delivery Date,, 0], days in year t, max[ il z 220;1/22 nt , 0”
n




where:
Dn

Delivery
Daten
PEn
CalcD
Fn

Capn

T

NAn

where

CappedODI, = max[min(UncappedODI,, Cap,), —Cap,];

and
—FE,.(D, — PE,), if D, >0
UncappedODI,, = {_FZ. Dnn n i; D: <0

equals (Delivery Daten - ASTI ODI Target Date);

means the date on which Project n is delivered, or is expected to
be delivered;

means the ASTI ODI Penalty Exemption Period in days for
Project n as set out in Appendix 1;

means the ASTI ODI Target Date plus ASTI ODI Penalty
Exemption Period in days;

is the Daily Reward/Penalty for Project n set out in Appendix 1
of this condition;

is the ODI Cap for Project n set out in Appendix 1 of this
condition;

represents the Regulatory Year; and

represents each ASTI project

Part B: Applications for modifications to Appendix 1

4954.7.5 The licensee may apply under this Part for a modification to the ASTI ODI
Penalty Exemption Periods and the ASTI ODI Target Dates in Appendix 1.

4.9.64.7.6 The licensee may apply under this Part to modify the ASTI ODI Target
Dates in Appendix 1 where there is a material change to the scope of the
relevant ASTI project.

4974.7.7 The licensee may apply to the Authority for a modification to the ASTI ODI
Penalty Exemption Period in Appendix 1 where there has been aan ASTI ODI-F
Delay Event. The licensee must notify the Authority in writing of its intention to
make an application under paragraph 4.97.8 within 45 days of the later of:

(a) the event that is the subject of that application commencing;_or

(b) the licensee becoming aware of the event having commenced;-er.

(e thi it o fhoct.



4.9.84.7.8 The licensee may apply to the Authority:

fa}within 45 days of the-earlierof:
H3(@) cessation of the event that is the subject of the application; or

i——Error! Reference source not found.thenetification-to-the
Authority 1 " h4.9-7¢c):

fe3(b) by any other date directed by the Authority, which shall be no
earlier than the relevant date under paragraph 4.97.8(a).

4994.7.9 An application under paragraph 4.97.8 must be made in writing and
include:

(a) a description of the event that is the subject of the application along with
evidence that demonstrates that the event is aan ASTI ODI-F Delay Event;

(b) the requested modification to the ASTI ODI Penalty Exemption Period value
along with supporting analysis and evidence; and

(c) any evidence available that the licensee took reasonable steps before and
after the event to prevent, mitigate and limit the event’s effect.

4.9104.7.10 The licensee must comply with the Accelerated Strategic Transmission
Investment Guidance and Submissions Requirements Document when notifying
the Authority or making an application under this Part.

49114.7.11 A modification under this Part will be made under section 11A of the Act.

Appendix 1
ASTI ODI Target Dates, Daily reward/penalty and ASTI ODI Penalty Exemption
Period
Project ASTI ODI Daily Reward/ Aggregate ODI  ASTI ODI
Target Penalty (£) Cap Penalty
Date (£) Exemption
Period

New 400 kV double 31 Have the values Have the values  Zero Days
circuit in north East December  given in the given in the ASTI
Anglia (NOA Code: AENC) 2031 ASTI Confidential

Confidential Annex.

Annex.
New 400 kV double 31 Have the values Have the values = Zero Days
circuit in south East December  given in the given in the ASTI
Anglia (NOA Code: ATNC) 2031 ASTI Confidential

Confidential Annex.

Annex.
New 400 kV double 31 Have the values Have the values  Zero Days
circuit between December  given in the given in the ASTI
Bramford and Twinstead 2029 ASTI Confidential
(NOA Code: BTNO) Confidential Annex.

Annex.



New 400 kV double
circuit between Creyke
Beck and the south
Humber (NOA Code:
CGNQ)

Eastern subsea HVDC
link from Torness to

Hawthorn Pit (NOA Code:

E2DC)

Eastern Scotland to
England link: Peterhead
to Drax offshore HVDC
(NOA Code: E4D3)

Eastern Scotland to
England 3rd link:
Peterhead to the-seuth
HumberWest Norfolk
offshore HVDC (EGL3)
(NOA Code: E4L5)

400 kV upgrade of
Brinsworth to
Chesterfield double
circuit and Chesterfield
to High Marnham double
circuit. New High
Marnham and
Chesterfield 400 kV
substations (NOA Code:
EDEU)

New Chesterfield to
Ratcliffe-on-Soar 400 kV
double circuit (NOA
Code: EDN2)

New 400-kV400kV
double circuit between
the-South Humber and
south-LincelnshireWest
Norfolk (NOA Code:
GWNC()

Uprate Hackney,
Tottenham and Waltham
Cross 275 kV to 400 kV
(NOA Code: HWUP)

31
December
2031

31
December
2028

31
December
2030

31
December

2031August

2034

31
December
2029

31
December
2031

31
December
206312033

31
December
2028

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the
ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Have the values
given in the ASTI
Confidential
Annex.

Zero Days

Zero Days

Zero Days

Zero Days

Zero Days

Zero Days

Zero Days

Zero Days



New 400 kV double 31 Have the values Have the values Zero Days
circuit between the December  given in the given in the ASTI
existing Norton to 2028 ASTI Confidential
Osbaldwick circuit and Confidential Annex.
Poppleton and relevant Annex.
275 kV upgrades (NOA
Code: OPN2)
Pentir to Trawsfynydd 31 Have the values Have the values  Zero Days
cable replacement (NOA  December  given in the given in the ASTI
Code: PTC1) 2029 ASTI Confidential
Confidential Annex.
Annex.
North Wales 31 Have the values Have the values  Zero Days
reinforcement (NOA December  given in the given in the ASTI
Code: PTNO) 2030 ASTI Confidential
Confidential Annex.
Annex.
New Offshore HVDC link 31 Have the values Have the values  Zero Days
between Suffolk and Kent December  given in the given in the ASTI
option 1 (NOA Code: 2031 ASTI Confidential
SCD1) Confidential Annex.
Annex.
Eastern subsea HVDC 31 Have the values Have the values  Zero Days
link from East Scotland to Deeember  given in the given in the ASTI
south-Humberarea 2031August ASTI Confidential
{West Norfolk 2034 Confidential Annex.
(EGL4)(NOA Code: Annex.
TGDC)
Tilbury to Grain and 31 Have the values Have the values  Zero Days
Tilbury to Kingsnorth December  given in the given in the ASTI
upgrade (NOA Code: 2029 ASTI Confidential
TKRE) Confidential Annex.
Annex.
New 400 kV double 31 Have the values Havethevalues ZereBDays
Annex:

Special Condition 4.8 Major Projects output delivery
incentive (MPIl)

Intr ion

The purpose of this condition is to provide for the calculation of MPI; (the Major

Projects output delivery incentive term). The MPI: term contributes to the
calculation of the licensee’s Calculated Revenue in Special Condition 2.1
(Revenue restriction).

4.8.1



4.8.2 The effect of this incentive is to reward or penalise the licensee’s performance

in relation to the Major Projects ODI-F Target Delivery Date.

4.8.3 This condition establishes:

(a) establishes the process by which the Authority will set a Major Projects

ODI-F Target Delivery Date and incentive values for projects which are
specified as CSNP Re-opener Outputs under Special Condition 3.19 (CSNP
Re-opener) (Part B);

(b) establishes the process by which the Authority will set a Major Projects

ODI-F Target Delivery Date and incentive values for projects that are not
CSNP Re-opener Qutputs (Part C);

(c) provides for a mechanism for the licensee to apply for a modification to:

i. the Major Projects ODI-F Penalty Exemption Period in Appendix 1 or
Appendix 2 following a Major Projects ODI-F Delay Event; and

ii. the Major Projects ODI-F Target Delivery Date in Appendix 1 or

Appendix 2 following a Major Project Fundamental Scope Change (Part
D); and

iii. the Major Projects ODI-F Governance Document (Part E).

Part A: Formulae for calculating the Major Projects

ODI-F term (MPI:)
4.8.4 The value of the term MPI: is derived in accordance with the following formula:

L
MPI;, = Annuallncentive;, + Z LumpSum, ,
i=1

where

i i
AnnuallncentiveMPd;, = Z AnnualPenalty; , + Z{AnnualRewardi_t+£%mqp§w%gr}

i=1 i=1
and

AnnualPenalty;, =

—EP; X min lmax[Start Day of year (t + 1) — CalcDD;, 0], days in year t,

—min[

CappedODI; — Y5536/, Annuallncentive; OH
Pl ’

QO
=
o

|



AnnualReward,; ;

t—1
t 7
7

CappedODI, — Y555 », Annuallncentive; . )
_ ) R, x min |max[Start Day of year (t + 1) — DD,, 0], days in year t, max P’ ,0 if Ry >0,
i ’
0 otherwise
an
f T 3 T 3 T
Momrren@ern = )0\ if TDD
PSR DD—>TDD,
lg £DD._d ol i

where:

PotentiallS; if DD; < TDD;and if DD; falls in year t,

L Sum;; =
U U {0 otherwise

o

an

CappedODI; = max[min(UncappedODI;, CapR; — PotentiallLS;), —CapP;];

o]
Q.

n

(—EP; x (D; — PE;—Peadband;)), if DD; > TDD;

UncappedODI;, = |
i ” {(—FRi X Dy), if DD; < TDD;”

CalcDDi means the Major Projects ODI-F Target Delivery Date (TDDi)

)
a5}

-
=

JN

|

o

plus Major Projects ODI-F Penalty Exemption Period (PEi) in
days;

P is the cap on the overall MajerProejeets ODI-E penalty for

projecti as set out in Appendix 1 or Appendix 2 of this
condition (as a positive number);

R is the cap on the overall MajorProjects ODI-E reward for

project i, including any potential lump sum, as set out in

Appendix 1 or Appendix 2 of this condition;
means the Major Projects ODI-F Delivered Date for project i;

equals (DD; - TDD;);

represents a i i Major Projects ODI-E, as listed in

Appendix 1 and Appendix 2;

means the Major Projects ODI-F Penalty Exemption Period in
days for project i as set out in Appendix 1 or Appendix 2;

is the daily Majer Prejeets OBI-E penalty for projecti as set out

in Appendix 1 or Appendix 2 of this condition (as a positive

number);



PotentiallLS; represents the potential MajerPrejeets OBI-Elump sum reward
available for projecti as set out in Appendix 1 or Appendix 2;

is the daily MajerPrejeets ODI-E reward for project i as set out
in Appendix 1 or Appendix 2; and

represents the Major Projects ODI-F Target Delivery Date for
projecti as set out in Appendix 1 or Appendix 2.

=3

—3

DD

[y

Part B: Setting incentive parameters for NP Re-opener Outputs

4.8.5 Where a CSNP Re-opener Output has been designated under Special Condition
3.19 (CSNP Re-opener and Price Control Deliverable (CSNPR¢)) Part C, the
Authority will make a modification to Appendix 1 to:

(a) designate the CSNP Re-opener Output as a Major Project; and

(b) introduce values for the parameters named in Appendix 1 for each CSNP
Re-opener Output.

4.8.6 When making a modification under this Part, the Authority will follow the

processes and guidelines set out in the Major Projects ODI-F Governance
Document.

4.8.7 Any modification under this Part will be made under section 11A of the Act.

Part C: Setting incentive parameters for outputs that are not NP Re-opener

Outputs

4.8.8  Where the Authority considers that there would be consumer benefit in
applying the Major Projects ODI-F to projects that are not CSNP Re-opener
Outputs, in particular considering load-related projects of strategic importance
or for which timely delivery is important, the Authority may make a
modification to Appendix 2 to:

(a) designate the project as a Major Project; and

(b) introduce values for the parameters named in Appendix 2 for each Major
Project.
4.8.9 When making a modification under this Part, the Authority will follow the

processes and guidelines set out in the Major Projects ODI-F Governance
Document.

4.8.10 Anv modification under this Part will be made under section 11A of the Act.

P D: Major Proj DI-F modification
4.8.11 The licensee may apply under this Part for a modification to the Major Projects

ODI-F Penalty Exemption Period in Appendix 1 or Appendix 2 where there has
been a Major Projects ODI-F Delay Event in relation to the relevant project.

4.8.12 The licensee may apply under this Part to modify the Major Projects ODI-F
Target Delivery Date specified in Appendix 1 or Appendix 2 where there has
been a Major Project Fundamental Scope Change;unrelated te-aMajor Projects
ODI-E Pelay Event.



4.8.13 The licensee must notify the Authority in writing of its intention to make an

application under thisPart paragraph 4.8.11no more than 45 days after the
later of:

(a) the date on which the event Major Projects ODI-F Delay Event that is the
subject of that application eemmenced-commencing; or
(b) the licensee becoming aware of the event Major Projects ODI-F Delay Event

having commenced.

4.8.14 The licensee may apply to the Authority for a modification under this Part
paragraph 4.8.11 by:

(a) no later than 45 days after the cessation of the event Major Projects ODI-F
Delay Event that is the subject of the application; or

(b) by any other date directed by the Authority, which shall not be earlier than
the date specified by 4.8.15(a).

4.8.15 Any application under this Part must be made in writing and include:

a) a description of the event that is the subject of the application along with

evidence that demonstrates that the event is a Major Projects ODI-F Delay
Event or Major Project Fundamental Scope Change, in line with the

guidance as set out in the Major Projects ODI-F Governance Document
Cuid L Submissi R ; D :

(b) the requested modification to the Major Projects ODI-F Penalty Exemption
Period or Major Projects ODI-F Target Delivery Date value along with
supporting analysis and evidence; and

(c) for an application under paragraph 4.8.11, all evidence available that the
licensee used best endeavours to prevent the occurrence of the-event, and
to mitigate the impact of, the event Major Projects ODI-F Delay Event.

4.8.16 A modification under this Part will be made under section 11A of the Act.

Part E: Major Projects ODI-F Guidance and Submissions Requirements
Governance Document

4.8.17 The Major Projects ODI-F Governance Document will make provision for the
processes and guidelines the Authority will follow for Part B and Part C.

4.8.18 The Major Projects ODI-F Governance Document will make provision for the

requirements which the licensee must comply with when making an
application under Part D.

4.8.19 The Authority will publish the Major Projects ODI-F Governance Document on
the Authority's Website.

4.8.20 The Authority will issue the Major Projects ODI-F Governance Document by
direction. Before directing that the Major Projects ODI-F Governance Document
comes into effect, the Authority will publish on the Authority's Website:

a) the text of the proposed Major Projects ODI-F Governance Document;



(b) the date on which the Authority intends the Major Projects ODI-F

Governance Document to come into effect; and

(c) a period during which representations may be made on the text of the
proposed Major Projects ODI-F Governance Document, which will be up to
28 days unless the Authority determines that a longer period is
appropriate.

4.8.21 The Authority will amend the Major Projects ODI-F Governance Document by

direction. Before amending the Major Projects ODI-F Governance Document by
direction, the Authority will publish on the Authority's Website:

(a) the text of the amended Major Projects ODI-F Governance Document;

(b) the date on which the Authority intends the amended Major Projects ODI-F
Governance Document to come into effect;

(c) the reasons for the amendments to the Major Projects ODI-F Governance
Document; and

(d) a period during which representations may be made on the amendments to
the Major Projects ODI-F Governance Document, which will be up to 28
days unless the Authority determines that a longer period is appropriate.

Appendix 1

Major Projects ODI-F values for projects added through Part B

Major Major Penalty Potential Potential Overall Potential Overall

Project Projects exemption daily lump maximum daily maximum
ODI-F period reward sum reward penalty penalty
Target
Delivery
Date
A ndix 2

Major Projects ODI-F values for projects added through Part C

Major Major Penalty Potential Potential Overall Potential Overall

Project Projects exemption daily lump sum maximum daily maximum

ODI-F period reward reward penalty penalty
Target
Delivery

liver
ate

=




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
allowances term). This contributes to the calculation of Calculated Revenue in
Special Condition 2.1 (Revenue restriction).

Part A: Formula for calculating other revenue allowances term (ORA¢)

5.1.2

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

ORA, = NIA, + CNIA, + NTMP.LEIP, +NZ3C+PRPN.CCO,

where:

NIA; is derived in accordance with Special Condition 5.2 (RIIO-2
networkinnovation-allowanee3 Naetwork linnovation
Aallowance);

CNIA; is derived in accordance with Special Condition 5.3 (Carry-over

Network Innovation Allowance);

NTMP.LEIP: is derived in accordance with Special Condition 5.4 (Nen-
Technical MitigationLandscape Enhancement Initiative Projects
allowance);_.and

NZ3€6.LCO: s derived in accordance with Special Condition 5.6{NetZere
carben-Capital-Construetion5 (Carbon Compensation use it or lose

it allowancey;).

PRPN, means-the pre-RHO-pension-true-up-and-has-the-value givenin
Lo ET2 Price C 1 g ] Model

Special Condition 5.2 RIIO-23 Network Innovation Allowance
(NIA,)

Introduction

5.2.1

5.2.2

5.2.3

The purpose of this condition is to calculate the term NIAt (the Network
Innovation Allowance term). This contributes to the calculation of the term
ORAt (the other revenue allowances term), which in turn feeds into the
calculation of Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

The effect of this condition is to fund investment in innovation by means of the
NIA.

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

where:

5.2.5

5.2.6

Subject to paragraph 5.2.5, the value of the NIAt term is derived in accordance
with the following formula:

NIA; = 90%+% X NIAE,

NIAE, means the Total NIA Expenditure.

The total value of the netweorkinnevation-allewaneeNIA over the RII0-23 Price
Control Period is subject to the following cap:

£=2021/22
2030/31
(NIA;) < (TNIA,)

t=2026/27
where:

NIA, 1isderived in accordance with paragraph 5.2.4:; and

TNIA, means the value of the licensee’s Network Innovation Allowance as set
out in Appendix 1_of this condition.

The licensee must not spend more than 25% of Total NIA Expenditure on

internal resources over the Price Control Period. Eer-the purposes-ofthis
B | Linclude theli e gal ated

Part B: The RIIO-23 NIA Governance Document

5.2.7
5.2.8

5.29

5.2.10

The licensee must comply with the RII0-23 NIA Governance Document.

The Authority will issue and amend the RII0-23 NIA Governance Document by
direction.

The Authority will publish the RII0-23 NIA Governance Document on the
Authority’s Website.

The RIIO-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 RIIO-23 NIA Projects must meet;

(c) the information that is to be published by the licensee before RI10-23 NIA
Projects can begin;



5.2.11

5.2.12

(d) the circumstances in which the licensee will require approval from the
Authority before beginning a RIIO-23 NIA Project, and the processes and
procedures for that approval;

(e) arrangements for ensuring that learning from RIIO-23 NIA Projects ean-beis
captured and disseminated by the licensee to other Transmission Licensees
holders of a Distribution Licence, and the ISOP;

(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 provisions of the RHO-2 NIA Governance Pocument); and
(g) arrangements relating to the treatment of intellectual property rights in
respect of RIIO-23 NIA Projects.

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 RII0-23 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 ret-be lessthanup to 28

days_unless the Authority determines that a longer period is appropriate.

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 amended RIIO-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 amendments to the RIIO-23 NIA Governance Document;
and

(d) a period during which representations may be made on the amendments to
the RII0-23 NIA Governance Document, which will ret-be less-thanup to 28

days_unless the Authority determines that a longer period is appropriate.
Appendix 1

Value of the licensee’s Network Innovation Allowance

Licensee Value of TNIA (£m)

NGETNational Grid Electricity Transmission 4930117.5
Scottish Power Transmission 22.45

Scottish Hydro Electric Transmission 24.0025.5




Special Condition 5.3 Carry-over Network Innovation
Allowance (CNIAy)

Introduction

5.3.1  The purpose of this condition is to calculate the term CNIA: (the Carry-over
Network Innovation Allowance term). This contributes to the calculation of the
term ORA: (the other revenue allewaneesallowance 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-Netwoerktnnovation-Allowanece2
NIA funding.

5.3.3  This condition also makes appropriate provision for 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 CNIA: is derived in accordance with the

following formula:

CNIA, = 0.9 min|ECNLA CNIAVY — CNIAR) —2555. ’;f:@min (0.9 x
ECNIA,, CTNIA — CNIA,_,) — CNIAR,__

where;

ECNIA: means the expenditure incurred by the licensee in respect of
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 Condition
B15 (Regulatory Instructions and Guidance);



CNIAV is-derivedmeans the value of CTNIA calculated in accordance
CTNIA with PartBthe formula in 5.3.47;

ENIARCN means an-ameuntrecovered-by-the hi ining CNIA
[At1 allowance in relation to a Regulatory Year. For the Regulatory

Year 2021 /22 under2026 /27 the RHOvalue of CNIA:«1 Netweork
: on Al hich the Autl e 1 1 | " L

blej | th the RIIO-1 NIA G
Document;andzero;

PLCNIAR: istheprice-index-derivedinaccordance-with-PartEof Speeial
Conditien2-1-{Revenuerestriction)-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 RII0-2 NIA Governance

Document. Forthe Regulatory Year 2027/2028; this-ameountwill
bezero.

(7

5.3.5  EerRegulateryYears-commeneing-on-orln respect of any time after 3 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 inaccordanece-withfrom the following
formula:

—CTNIA = (R2TNIA — ¥2°2%/°¢  NIA,)

where:

NIAV2020/21 s caleulated i , th Part B of Special Conditi

BR2020/21 s caleulated i , th Part B of Snecial Conditi



TheR2TNIA means the total RII0-12 NIA cap for the licensee, including hydrogen
innovation funding where applicable, set out in Appendix 1 of this condition;

NIA: _means value of NIA in year ‘t’.
Part C:Part B: The RIIO-2 NIA Governance Document

5.3.8
5.39
5.3.10

The licensee must comply with the RII0-32 NIA Governance Document.
The Authority will amend the RI10-12 NIA Governance Document by direction.

The RIIO-32 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
Transmission Licensees, holders of a Distribution Licence, and the ISOP;

(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-42 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 amended RIIO-12 NIA Governance Document;

(b) the date on which the Authority intends the amended RIIO-12 NIA
Governance Document to come into effect;

(c) the reasons for the amendments to the RIIO-42 NIA Governance Document;
and

(d) a period during which representations may be made on the amendments to
the RII0-12 NIA Governance Document, which will ret-be lessthanup to 28

days_unless the Authority determines that a longer period is appropriate.

Non-Technical-MitigationAppendix 1

Value of the licensee’s RII0-2 Network Innovation Allowance

Licensee Value of R2TNIA (£m)

National Grid Electricity Transmission 61.44
Scottish Power Transmission 16.59

Scottish Hydro Electric Transmission 96

O




Special Condition 5.4 Landscape Enhancement Initiative
Projects allowance ( LEIP;)

Intr ion

Introduction

5.4.1 The purpose of this condition is to specify the term NTMP{the Non-Technieal
MitigatienLEIP: (Landscape Enhancement Initiative Projects termallowance).
This contributes to the calculation of ORA: (the other revenue allowances term),

which feeds into Calculated Revenue in Special Condition 2.1 (Revenue
restriction).

5.4.2  The effect of this condition is to-previde-an-alowancefor Non-Technical
Mitisation:
(a) calculate the LEIP: term;
23(b) specify the reporting requirements for the Landscape

Enhancement Initiative Projects:; and
Part A-Amending NTMP:-values
(c) specify the expenditure cap for Landscape Enhancement Initiative Projects

for the Price Control Period.

Part A: Formula for calculating the Lan Enhancement Initiative Proj
Allowan LEIP

5:4-2—The value of thetermNTMPineachRegulateryYearLEIP: is derived in
accordance w1th the followmg formula —'IlheieetaLame&mt—ef—the—lJ:eensees

t—1
LEIP, = min (LEIAE,,LEIC — Z LEIP ,)
t=2026/27

where:



NTRPCLEIC  means the total value of the licensee’s expenditure cap for Nen-Fechnieal
MitigatienLandscape Enhancement Initiative Projects for the Price
Control Period set out in Appendix 1; and

NAFRAL means the licensee's expenditure on Nen-Technieal MitigationLandscape
LEIAE¢ Enhancement Initiative Projects that the licensee reports to the Authority

it has incurred that Regulatory Year in accordance with the licensee’s
Miticating P cting Inf Dol rod by Part C.of Speeial

allewanee};-andAnnual Environmental Reports for the preceding vear of
the RIIO-ET3 price control; and

NTPAEKLEIP: means the licensee’s expenditure on Nen-Fechnical MitigationLandscape
Enhancement Initiative Projects that the licensee has reported to the

Authority for previous Regulatory Years of the Price Control Period.
Part B: Reporting requirements

5.4.4  The licensee must provide, as part of the Annual Environmental Report,
information on any Landscape Enhancement Initiative Project for the preceding
Regulatory Year in accordance with requirements specified in the
Environmental Reporting Guidance. Such information must include:

(a) the Designated Area for each project;

(b) the benefits each project is seeking to achieve; and
(c) the expected beneficiaries of each project.

5.4.5 The licensee must provide, as part of the Regulatory Reporting Pack,
information on any Landscape Enhancement Initiative Project expenditure for
the preceding Regulatory Year in accordance with requirements specified in the

Environmental Reporting Guidance. Such information must include:

(a) the total amount spent in relation to the Landscape Enhancement Initiative
Projects for the preceding regulatory year;

(b) the amount of funding allocated to each project; and

(c) any additional funding it expects to be allocated to each project.

Appendix 1

Expenditure cap for Nen-Technical MitigationLandscape Enhancement Initiative
Projects (NFRC.LEIC) (£m,)

11.6




Soecial Condition 5.5 Not |

Special- Condition-5.6Special Condition 5.5 Netzero-carbon

Capital ConstructionCarbon Compensation use it or lose it
allowance (NZ3C:CCOy)

Introduction
Introduction
5:6-15.5.1 The purpose of this condition is to calculate the term NZ3€:CCO¢ (the net

zero-carbon-Capital- ConstruetionCarbon Compensation term). This contributes
to the calculation of ORA¢ (the other revenue allowances term), which in turn
feeds into the calculation of Calculated Revenue in Special Condition 2.1
(Revenue restriction).

5:6-25.5.2___ The effect of this condition is to:

(a) specify the associated allowance for retzere-carben-Capital
ConstruetionCarbon Compensation;

(b) require the licensee to submit a netzere-carben-Capital
ConstruetionCarbon Compensation evaluation report at the end of the Price

Control Period; and

(c) provide for a Use It Or Lose It Adjustment

5:6-:35.5.3____ This condition also explains the process the Authority will follow when
assessing the netzere-carboen-Capital-ConstruectionCarbon Compensation

evaluation report.

Part A: Formula for calculating the netzero-earbon-Capital ConstructionPrice
Control DeliverableCarbon Compensation term (NZ3€:CCOy)

5:6-45.5.4 The value of NZ3€:CCOt is derived in accordance with the following
formula:

NIZC-=NIZCA—NIZCR:
CCOr = CCOAr = CCOR:
where:
NZ3EALCOA: means the allowance specified as CCOAtin Appendix 1; and

NZ3€ER:LCCOR: has the value zero unless otherwise directed by the Authority in
accordance with Part BC.

Part B: Requirement to submit a netzero-carbon-Capital- ConstructionCarbon
Compensation evaluation report

5:6:55.5.5___ The licensee must submit to the Authority a retzere-carben-Capital
ConstruetionCarbon CenstruetionCompensation evaluation report by 31 july
20260ctober 2031.



5:6:65.5. The report must include:

(a) alist and description of theCarbon Compensation projects undertaken by

the licensee to-offsetcarbonemisstons-ereated-by-Capital
Construetionduring the Price Control Period;

(b) the cost efincurred by the licensee for each project;
(c) evidence that the costs were efficiently incurred; and

(d) the emissions each project has or will offset in terms of T/COZ2e.

Part C: Assessment of the netzero-carbon-Capital-Construction-evaluation
reportCarbon Compensation (CCOR})

5:6:75.5.7 The Authority will direct an amendment to the value of NZ3€R:CCOR¢
where it considers that a Use It Or Lose It Adjustment is appropriate, following

review of any Carbon Compensation evaluation report submitted in accordance
with Part B.

Part D: Authority's direction process

5:6-85.5.8 Before making a direction under paragraph 5.65.7, 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.
5:6:95.5.9 The direction will set out the value of the NZ3€R:CCORt term and the
Regulatory Years to which that adjustment relates.

Appendix 1
Appendix2Appendix 1-Net-zero-carbon-Capital- Construction; Carbon
Compensation allowance (CCOA:) by Requlatory Year (£m)
Regulatery Year
2021/22  2022/23  2023/24  2024/25 2025/26  Total
N7Z3CA 0.00 0.00 0.00 0.00 250 25

Soecial Condition 5.7 Not |



Licensee

NGET

2026/27
2.85

2027/28
3.38

2028/29
391

2029/30
3.32

2030/31
2.70




Chapter 6: Pass-through expenditure

Special Condition 6.1 Pass-through items (PTi)

Introduction

6.1.1  The purpose of this condition is to calculate the term PT: (the allowed pass-
through term). This feeds into 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 that certain costs can be passed through to users.

Part A: Formula for calculating the allowed pass-through term (PTt)

6.1.3  The value of the PT: term is derived in accordance with the following formula:

PT, = RB, + EDE, + TPD, + ESOP, + CF, + TSA, + MP, + ITA¢,

where:

RB,

EDEt

TPD,

ESOP:

CF,

TSA,

MP:

means the amount levied on the licensee in respect of the Prescribed
Rates or an amount directed under Part B;

means the payments in relation to the Pension Scheme Established

Deficit repair expenditurefer-eachRegulatery Year, as further
explained-and-elaberated-upenset in the ET2triennial review of Pension

Scheme Established Deficit provided for in the ET3 Price Control
Financial Handbook;

means the temporary physical disconnection costs incurred by the
licensee in relation to interruption payments made by the ISOP in the
licensee's Transmission Area that are charged to the licensee in
accordance with the provisions of the STC;-and

means the NGESO Pension Transfer Costs and is derived in accordance
with Part C—;

means the community funds for transmission infrastructure introduced
by UK Government and is derived in accordance with Part D;

means the Tender Support Activities costs incurred by the licensee in
relation to an Onshore Transmission Tender Exercise in the licensee's

Transmission Area and is derived in accordance with Part E;

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+; and

means the cost billed of services provided by the Independent
Technical Adviser inthe deliveryof the FTA Seepe associated with the

licensee.



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 its reasonable endeavours to minimise the amount of the Prescribed
Rates to which it is liable.

6.1.5 The Authority may review the licensee’s engagement with the Relevant
Valuation Agency with respect to a revaluation. 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
6.1.4, the Authority willmay adjust the value of RBt by direction.

6.1.6 Before making a direction under paragraph 6.1.5 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 may be made on the proposed
direction, which must be up to 28 days unless the Authority determines

that a longer period is appropriate.

6.1.7 A direction under paragraph 6.1.5:

(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) mav not specify a different value for RB: that is less than zero.

Part C: Formula for calculating ESOP<NGESO Pension Transfer Costs term
(ESOP+)

6166.1.8 ESOP: is dervived in accordance with the following formula;
ESOP; = LSOIDE; + LSOEDE; + FSOE; + FSOO;

where:

LSOIDE; ismeans the payments made by the licensee in relation to the
Incremental Deficit for each Regulatory Year in respect of legacy
pensioner and deferred pension members attributed to NGESO;

ismeans the adjustment to offset any negative value incurred by the
licensee for each Regulatory Year in relation to the Pension Scheme
Established Deficit in respect of legacy pensioner and deferred
pension members attributed to NGESO, including (for avoidance of
doubt) any stranded surplus clawback, as further explained and
elaborated upon in the EF2ET3 Price Control Financial Handbook;

ismeans the payments made by the licensee for external costs
relating to the National Grid Electricity Group of the Electricity
Supply Pension Scheme for each Regulatory Year as specified in

LSOEDE:

FSOE,



paragraph 6.1.710 multiplied by the Pre Cut-Off Date Regulatory
Fraction for NGESO, excluding any costs recovered by the licensee
via NGESO as part of the transition cost recovery process; and

hasmeans the value directed by the Authority and represents for
each Regulatory Year other NGESO Pension Transfer Costs, excluding
any costs recovered by the licensee via NGESO as part of the
transition cost recovery process.

FSOO¢

6176.1.9 The Authority may review, and by direction adjust the value of,-ef the
LSOIDEtterm, the LSOEDE: term and/or the FSOE: term.

6-1.86.1.10 _ Costs properly incurred by the licensee for the purposes of calculating
FSOEt:are:

(a) scheme management and administration costs, including all explicitly
charged investment fees and regulatory imposed costs such as Pension
Protection Fund and related levies and other non-controllable costs of
meeting regulatory requirements of the Pensions Regulator and all relevant
statutory requirements;

(b) reasonable pension liability management costs including the cost of early
retirement, voluntary redundancy, flexible retirement options, transfer and
pension increase exchange (PIE) exercises, and

(c) such project costs reasonably incurred.

6196.1.11 The licensee may submit evidence to the Authority of such other NGESO
Pension Transfer Costs that in theirits view should be included in the
calculation of FSOE:.

6-1106.1.12 For the purposes of this condition “NGESO” means the company
eurrentlypreviously known as National Grid Electricity System Operator
Limited with company number 11014226, which is anticipatednow to be
known as National Energy System Operator Limited.

P D: Formula for calculating th mmunity funds for transmission
infrastr r justment term (CF

6.1.13 For the purposes of the principal formula, which establishes the calculation of

Allowed Revenue, and subject to paragraph 6.1.615, the value of CFt is derived
in accordance with the following formula:

Ply023/24
CF; = (OHL; + SuS; + SwS; + CoS; + CFD; + CFRevt)T
t

where:



means the community funds for transmission infrastructure introduced by
CF:  the UK Government’s guidance on Community funds for transmission

infrastructure.!
In the formula above for CFt

t represents the Regulatory Year;
is the allowed pass-through costs for overhead lines, given by the following

OHL:
—  formula:
t-1
OHL; = min (OHLF;,OHLA — Z OHLF;)
t=2025/26

where:

OHLF; is the funds awarded and paid for overhead lines during year t; and
is the allowance for overhead lines for all eligible projects, calculated as
£195,320 per km of new overhead line (total length, to one decimal place).?

OHLA

SuS: is the allowed pass-through costs for substations, given by the following formula:

t-1
SuS; = min (SuSF;, SuSA — Z SuSF,)
t=2025/26

where:

SuSF: isthe funds awarded and paid for substations during year t; and

is the allowance for substations for all eligible projects, calculated as
£517,598 per substation.?

SwSt is the allowed pass-through costs for switching stations, given by the following

formula:

%)
&
~

t—1

SwS, = min (SwSF,, SwSA — Z SwSF,)
t=2025/26

where:

SwSF:  is the funds awarded and paid for switching stations during year t;
and

SwSA is the allowance for switching stations for all eligible projects,
calculated as £517,598 per switching station.*

1https://assets.publishing.service.gov.uk/media/67cef18c54faabbadf916090/community-
funds-for-transmission-infrastructure.pdf

2 expressed in 2023 /24 price base

3 expressed in 2023 /24 price base

+ expressed in 2023/24 price base



https://assets.publishing.service.gov.uk/media/67cef18c54faabbadf916090/community-funds-for-transmission-infrastructure.pdf
https://assets.publishing.service.gov.uk/media/67cef18c54faabbadf916090/community-funds-for-transmission-infrastructure.pdf

CoS:is the allowed pass-through costs for converter stations, given by the following
formula:

t—1
CoS, = min (CoSF,, CoSA — Z CoSF,)
t=2025/26
where:

CoSF: is the funds awarded and paid for converter stations during vear t;

and
CoSA isthe allowance for converter stations for all eligible projects,

calculated as £517,598 per converter station.>
CFD: is the allowed pass-through costs for delivery of community funds, given by the
following formula:

t—1
CFD; = min (CFDC;,CFDA — Z CFDC;)
t=2025/26
where:

are the costs incurred by the licensee in delivery of community funds
related to eligible projects (as set out in paragraph 6.1.2148); and

is the allowance for delivery costs, calculated as 10% of overall

allowed community funding, given by the formula:
CFDA = (OHLA + SuSA + SWSA + CoSA) * 10%

CEDC:

]
1
-
>~

is the adjustment relating to any Community Funds for Transmission
Infrastructure Review (as set out in paragraphs 6.1.15 - 6.1.19);

Pl means the price index term and is derived in accordance with SpC 2.1; and

means the price index term for the Regulatory Year commencing on 1 April
2023 and is derived in accordance with SpC 2.1.

6.1.14 In the Regulatory Year 2026/27 CFt will have the value according to the
following formula:

CF, = CFy026/27 + (CFp025/26 * (1 + romWACCy025/26))

where:
CF2025/26 & ) . ,
is calculated in accordance with paragraphs 6.1.13 and 6.1.14.
CF2026/27

5 expressed in 2023 /24 price base



means the nreminal weighted average cost of capital and has the

WACCz025/26 value set out in the “AR” sheet of the ET2 Legacy Price Control
Financial Model

6.1.15 The licensee must submit to the Authority annually a breakdown of the delivery
costs that the licensee has incurred or expects to incur, during the Price Control
Period, to enable it to deliver Community Funds for transmission
infrastructure. In 2030/31, the Authority may commence a review of those

costs (the ‘CF review’).

6.1.16 The Authority, in undertaking a CF review under paragraph 6.1.15, will

determine whether the costs incurred or expected to be incurred constitute
Community Funds Project Delivery Costs.

6.1.17 The Authority may make a direction under this Part where:
(a) it has conducted a review under paragraph 6.1.156; and

b) the Community Funds Project Delivery Costs i have exceeded

10% of the total community fund project portfolio.
6.1.18 A direction under this Part may:

(a) set the value of CFRev: for any Regulatory Year, subject to paragraph
6.1.178; and

(b) impose conditions with respect to the amounts and circumstances in which
future costs may be passed through under the CF:term.

6.1.19 Before making a direction under paragraphs 6.1.1828 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 may be up to 28 days unless the Authority determines that
a longer period is appropriate.

6.1.20 In the Regulatory Years before 2026/27, CFRev: will have the value of zero.

6.1.21 In this condition “Community Funds Project Delivery Costs” are the costs set

out in the UK Government Community funds for transmission infrastructure
guidance, including but not limited to:

(a) capacity building;

(b) feasibility work;

(c) staff costs;

(d) engagement;

(e) marketing;

(f) PR costs;

(g) third-party administrator costs; and




lhl governance costs.

6.1.22 The Authority may amend paragraph 6.1.21 by direction only where the UK
Government amends the Community Funds for transmission infrastructure
guidance.

6.1.23 The licensee must comply with the Community Funds Pass-through Guidance.

6.1.24 The Community Funds Pass-through Guidance will include, or make provision
for, the following matters:

(a) details of information related to the licensee’s delivery of community funds
for transmission infrastructure, as required under paragraph 6.1.156;

(b) the format for providing a full annual account of all actual costs incurred
under this Part to the Authority in accordance with paragraph
6.1.156;

(c) timescales for providing a full annual account of all actual costs incurred
under this Part to the Authority in accordance with paragraph
6.1.156;

(d) the process of submitting delivery costs related to managing and delivering
the Geemmunity Efund, in accordance with paragraph 6.1.156;

£e} the process for resolving disputes concerning the determination and

direction of Community Funds Project Delivery Costs, in accordance with
the CF Review set out in paragraphs 6.1.16% through to 6.1.19.26-

6.1.25 Before issuing the Community Funds Pass-through Guidance, the Authority will
publish on the Authority's Website:

(a) the text of the proposed Community Funds Pass-through Guidance;
(b) the reasons for the proposed Community Funds Pass-through Guidance;
and

(c) a period during which representations on the proposed Community Funds

Pass-through Guidance may be made, which will be up to 28 days unless the
Authority determines that a longer period is appropriate.

6.1.26 _Before directing an amendment to the Community Funds Pass-through
Guidance by direction, the Authority will publish on the Authority’s Website:

(a) the text of the amended Community Funds Pass-through Guidance;

(b) the date on which the Authority intends the amended Community Funds
Pass-through Guidance will take effect;

(c) the reasons for the amendments to the Community Funds Pass-through
Guidance; and

(d) a period during which representations on the amendments to the
Community Funds Pass-through Guidance may be made, which will be up to

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




Part E: Tender Activities (TSA

6.1.27 Costs properly incurred by the licensee for the purposes of calculating TSA:

when conducting Tender Support Activities during an Onshore Transmission
Tender Exercise are limited to:

(a) provision of information to ISOP in respect of an Onshore Transmission

Tender Exercise; and

(b) facilitation of site visits for Qualifying Bidders during an Onshore

Transmission Tender Exercise.

6.1.28 The licensee can only recover costs under TSA: that have been incurred during
an Onshore Transmission Tender Exercise in the licensee’s Transmission Area

which were incurred in accordance with the Onshore Competition Information
Exchange Guidance.

6.1.29 The licensee must report annual expenditure relating to its Tender Support
Activities in accordance with the RHO-3 RIGs.

Special Condition 6.2 Independent Technical Adviser (ITA%)

Intr ion

6.2.1  The purpose of this condition is to calculate the term ITA: (the Independent
Technical Adviser pass-through term). This contributes to the calculation of the
PT: (the allowed pass-through term), which in turn feeds into Special Condition
2.1 (Revenue Restriction).

6.2.2 The effect of this condition is to:

(a) adjust the licensee’s revenue to reflect the costs incurred from the services
provided by the Independent Technical Adviser; and

b) establish the ITA Guidance Document.

6.2.3 This condition also places obligations on the licensee with respect to the
Independent Technical Adviser.

Part A: The In ndent Technical Adviser =thr h term (ITA

6.2.4 ITA:t means the cost of services provided by the Independent Technical Adviser
associated with the licensee.

6.2.5 The cost of services provided by the Independent Technical Adviser is
determined by:

(a) the final cost billed to the licensee by the Independent Technical Adviser as

set out in the pricing arrangements contained in the ITA Call-off Contract;
and

(b) the processes set out in the ITA Guidance Document which determine the
eligibility of licensee projects for Independent Technical Adviser assurance
during in the Price Control Period.




Part B: The ITA Guidance Documen

6.2.6 The licensee must comply with the ITA Guidance Document.
6.2.7 The Authority will issue and amend the ITA Guidance Document by direction.

6.2.8 The Authority will publish the ITA Guidance Document on the Authority’s
Website.

6.2.9 The ITA Guidance Document will make provision about the governance and
administration of the Independent Technical Adviser, including:

a) the eligibility considerations and consultation process ied followed b
the Authority to determine the load-related projects of the licensee that will
be eligible for the Independent Technical Adviser;

(b) an-eutline ofthe process the details of the processes applied by the
Authority to appoint the Independent Technical Adviser, including

circumstance such as early termination and replacement of the
Independent Technical Adviser before the agreed term length in either the
ITA Framework Agreement or ITA Call-off Contract.

(c) a summary of the ITA Terms of Reference.

6.2.10 Before issuing the ITA Guidance Document the Authority will publish on the
Authority's Website:

(a) the text of the proposed ITA Guidance Document;

(b) the date on which the Authority intends the ITA Guidance Document to
come into effect; and

(c) a period during which representations may be made on the content of the

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

6.2.11 Before directing amendment to the ITA Guidance Document, the Authority will
publish on the Authority’s website:

a) the amended ITA Guidance Document;

(b) the date in which the Authority intends the amended ITA Guidance
Document will come into effect;

(c) the reasons for the amendments to the ITA Guidance Document; and

(d) 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.

: Principl i i n the li in rel

In ndent Technical Adviser

6.2.12 The licensee must use all reasonable endeavours to engage with the

Independent Technical Adviser in a manner consistent with the following
principles:

(a) to act with integrity;



b) to support efficient and effective performance of the Independent Technical
Adviser; and

(c) to maximise the consumer benefit of all activities carried out by the
Independent Technical Adviser in fulfilling its role.

6.2.13 The licensee must use all reasonable endeavours to comply with the
requirements of the Independent Technical Adviser to fulfil its role-as

preseribed-inthe I'TA Contraet on all projects determined eligible by the
Authority.

6.2.14 When the Independent Technical Adviser is carrying out its prescribed

assurance role on an eligible project of the licensee, the licensee must use make
reasonable endeavours to:

a) -co-operate with the Independent Technical Adviser in relation to all
matters in the delivery of its role, including keeping it updated on the
progress of eligible projects;

(b) as soon as practicable provide data, information and other forms of

assistance to the Independent Technical Adviser as it may reasonably
require or request in fulfilling its role;

(c) ensure, to the best of the licensee’s knowledge at the time of provision, the
truth and accuracy of all data and information provided under paragraph
6.2.134(b);

d) provide access to i any personnel involved in the development

and/or delivery of eligible projects as required by the Independent

Technical Adviser, subject the provision of reasonable prior notice;

(e) provide access and invitation to all relevant meetings, subject to the

provision of reasonable prior notice; and

(f) subject to health & safety or other relevant regulatory limitations as set out
in the ITA Call-off Contract, provide physical site access for Independent

Technical Adviser personnel to carry out any required activities, subject to
the provision of reasonable prior notice.

6.2.15 Following the appointment of the Independent Technical Adviser, the licensee

must respond as soon as reasonably possible to engagement from the
Independent Technical Adviser and the Authority to onboard the Independent
Technical Adviser to begin its role.

6.2.17 Before the Authority enters into an ITA Call-off Contract thatrelateste-the to
which the licensee is or will be a party, itthe Authority must eensultengage
with the licensee on the proposed form of the contractual agreement thatiTA
Centraetand on the proposed scope of the services under it. The Authority shall
not be obliged to implement any licensee proposals. The Authority shall share
any final ITA Call-off Contract with the licensee.



6.2.18 Where requested to do so by the Authority, subject to 6.2.17, the licensee must:
(a) not unreasonably withhold or delay its agreement to enter into a form of
ITA Call-off Contract proposed by the Authority; and

(b) at the Authority's request, co-operate with the Authority in the development

of any ITA Call-off Contract or other contractual agreement pertinent to the
Independent Technical Adviser carrying out its role.

Special-Condition-6-2- Where the licensee enters into an ITA Call-off
Contract described in paragraph 6.2.18Not-used

6.2.19 , the licensee must pay the costs incurred under that ITA Call-off Contract

directly to the Independent Technical Adviser in accordance with the terms of
the relevant ITA Call-off Contract.

6.2.20 Where the Authority incurs costs under an ITA Call-off Contract in respect of
services provided by the Independent Technical Adviser for the purposes of

this condition in relation to the licensee, it may invoice the licensee for those
costs.




Chapter 7: Legacy adjustments

Special Condition 7.1 Legacy adjustments to revenue (LAR})

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 (LARy)

7.1.3  The value of the LAR: term is derived in accordance with the following formula:

LAR; = 4PFr+tMOD LK+ L TFRY+NOCO+ LSS0 +LED R+ ESER +LRELAD],
+ LK,

where:

EPT.LAD]: is derived in accordance with Special Condition 7.2 (Legacy pass-

through-items);AIP Adjustment term)

LMOD: i " n
Special Condition 7.3 { ;

LK: is derived in accordance with Special Condition 7.43 (Legacy K
correctionj;)

LTRUL e derived , ith Special Condition 7.5.(1 —
LSSO, s derived , ith Special Condition 7.6 (C] ol
LEDR. s derived , ith Special Condition 7.7.(C] ol

LSEL, s derived.i , ith Special Condition 7.8 (C] ”
LRI e derived , ith Special Condition 7.0.(C] ”

NOCO, < derived.i , ith Special Condition 7.10-(C) ‘



Special Condition 7.2 Legacy pass-through-items-(LPTAIP
Adjustment term (LADJ:)

Intreduction
Intr ion

7.2.1  The purpose of this condition is to ealeulateset out the EFPFterm{process that
the RHO-ET1 pass-threough-items-close-out-Authority will follow when directing

values for the term LAD]: (the legacy AIP Adjustment 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 restriction).




1327.2.2 The effect of this condition is to reflect the close out of the EF1ET2 Legacy
Price Control Financial Model.

Part A: Authority AssessmentaAssessment and direction

733723 FerRegulatery Yearscommenecingont-April 2021 and 1 April 2022, The
value of EMOB:LAD]: is derived in accordance with the following formula:

LMOD, = MOD, - RPIE,
———LADJ, = 222 cw Acc,
where:

MOD:AD]has the value directed-by-the Authority-coinciding with-the- Annual
26/27 Iteration Process;related torevisionsto-the ET1 Price Control

Finaneial Model, performed-determined by the Authority in
accordance with Chapter 8 (Legacy) of the EF2ET3 Price Control
Financial Handbook; and_directed by the Authority in accordance
with this condition;

RPIHECW means compound WACC and has the value ef RPHas
ACCt determinedderived in accordance with Part G-efSpecial-Condition34A




o1 : : : tion2
2015719 ;ms El]*e ‘E'lk;i given toitby Partl Ieﬂgpe.f*;gl f;_mlmm 2--forthe

73.57.2.4 _ Before making a direction under paragraphs7-3-3-and-73-4this 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.

Part B: Compound WACC

#3-67.2.5 For the Regulatory Year commencing on 1 April 26232026, CWACCt has
the value of 1.

#377.2.6 For Regulatory Years commencing on or after 1 April 20222027, CWACCt
is derived in accordance with the following formula:

—1
CWACCt =[] (1+HACEnomWACCE)
t=20214222026/27

~ where:

Where:

WACCinom means vanillathe nominal weighted average cost of capital, seteutand
WACC: is deflined in aceprdaneewith-the ET2 Price ControbFinancial

HandbeekPart F of Special Condition 2.1 (Revenue Restriction).




Special Condition7-4Special Condition 7.3 Legacy K
correction (LK)

Introduction

#431——The purpose of this condition is to calculate the term LK: (the legacy K
correction term). This contributes to the calculation of the legacy adjustments
term in Special Condition 7.1 (Legacy ad]ustments to revenue), which in turn

thecalculation of Allowed Revenue in Special Condition 2.1 (Revenue
restriction).

#527.3.2___ The effect of this condltlon is to close out the RIIO E—T—l—'IlRUETZ correctlon
term uch a an A 1n h o a¥a Mman N O A

Part A: Formula for calculating the legacy FRUcorrection term (LTFRULKi)
#537.3.3 For the Regulatory Years commencing on 1 April 2021 to 1 April 2022,

The value of EFRU:LK: is derived in accordance with the following formula:

LTRY, = TRURPIE



Kz6/27
5

TRU:K26/27 is-equivalentte-TRUrashas the value determined by the
Authority in accordance with Part-€Chapter 8 (Legacy) of
Special Condition 3A (R L eT csion N |
Revenue}-ofthe ET3 Price Control Financial Handbook and

directed by the Authority in accordance with this lieence-asin
force-on31 - March2021:andcondition;

RPIELCWACCt means compound WACC and has the value ef RPIE+as
determinedderived in accordance with Part €B of Special

LKt ==

- CWACC,

Condition 3A{Restriction-of Transmission Network Revenue}-of
thislicence-asinforce-on 31 March20217.2 Legacy AIP

Adjustment term (LADIJt) .
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(a) the text of the proposed direction;

(b) the reasons for the proposed direction; and

fe)}-a period during which representations may be made on the proposed
direction-may-be-made, which will retbe lessthanup to 28 days:

Part C: Processfor directing_unless the RHO-1 Network Outputsclose-out-term
(NOCO:

30- Authority will assess-the licensee's RHO-1 Network Outputsdeliveryin







Special- Condition7-12Special Condition 7.4 Legacy net RAV
additions (LRAVt) and tax balances

Introduction

731217.4.1 The purpose of this condition explainsis to explain the process that the
Authority will follow when directing valaesopening balances for the termERAV:

fthelegacy RHO-1-net RAV addltlons teFmQ—"Ph%eenm-bH{e&teJeh&ealemat}eﬂ

GO-HGI—!—H—O-H—Z—l—ERGV&H—H&—F@S%HGHOH—)— nd tax Qool and tax loss balances

F32:27.4.2 The effectis to reflect the close out of the RHO-ETXET2 Legacy Price
Control Financial Model; in respect of legacy net RAV additions_and tax pool and
tax loss balances.



7.4.3 The Authorlty will dmeet—lcevasmns%edetermme the value of LRAVt—eeme}drmg

me%hedeleg&es—set—ea—t—m—t—he—E—'llZ in accordance w1th the general f1nanc1a1

adjustment methodology in Chapter 8 of the ET3 Price Control Financial
Handbook and direct the value in accordance with this condition.

Part B: Carry over of tax balances

73237.4.4 The Authority will determine the value of the terms OGPt, OSRPt, OSBPt,

LOSBPt, ODRPt, LODRPt and OTLt in accordance with the general financial

adjustment methodology in Chapter 8 of the ET3 Price Control Financial
Handbook and direct the values in accordance with this condition.

Part B:Part C: Before Procedure for making a direction-under-paragraph 7123




Chapter-8: Governance

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
alonger period is appropriate.




Chapter 8: Governance

Special Condition 8.1 Governance of the ET2ET3 Price
Control Financial Instruments

Introduction
Intr ion
8.1.1  The purpose of this condition is to establish:

Part A:
8.1.2

Part B:
8.1.3

8.1.4

8.1.5

(a) the ET2ET3 Price Control Financial Instruments; and
(b) arobust and transparent change control framework for the EF2ET3 Price
Control Financial Instruments:
The ET2ET3 Price Control Financial Instruments

Each of the following EF2ZET3 Price Control Financial Instruments forms part of
this condition:

(a) the EF2ET3 Price Control Financial Handbook; and

(b) the EF2ET3 Price Control Financial Model.

Modification of the ET2ET3 Price Control Financial Instruments

The Authority may direetby direction make modifications to the EF2ET3 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 EF2ET3 Price Control Financial Instruments; and

(b) the modification will_have no impact on the licensee’s Allowed Revenue.

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 lieensee’slicensee's right to
make representations to the Authority that a particular modification will have
an impact on the Heensee’slicensee's Allowed Revenue.

The following categories of medifieationsmodification 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;




{a}consequential changes required to reflect modifications made to the special
conditions fermatting-chansessuch-asre-numberingof paragraphs,

y
a’ ‘.A a
e

7 v 57 5 9 v

nseaguential chances reguired-toreflect modifications made tothe snecis

conditions-of thislicenee-such as the addition or removal of PCFM Variable
Values; and

(e) correction of manifest errors;, such as discrepancies between the EF2ET3

Price Control Financial Instruments and between the EF2ET3 Price Control
Financial Instruments and the other special conditions-efthislicence.

8.1.6  CireumstancesinwhichThe following do not constitute a modification may-be
madeof the ET3 Price Control Financial Model:

(a) entering a PCFM Variable Value into the ET3 Price Control Financial Model;

(b) changing the filename of the spreadsheet containing the ET3 Price Control
Financial Model; and

(c) changing the publication date on the €cover sheet of the ET3 Price Control
Financial Model.

Part C: Procedure for making a direction

8.1.7  Before making a direction under paragraph 8.1.3, the Authority will:

(a) eensider€consider any views-expressed-and-representations made by the
ET2ET3 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:
i.  the text of the proposed direction;

ii. 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
iii. 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 EF2ET3 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 EF2ET3 Price Control Financial
Instruments

8.1.9  ThisParthaseffectinrelationtoThe Authority will maintain on the publieation
and-availabilityAuthority’s Website an up-to- date copy of the EF2ET3 Price
Control Financial Handbeekandlnstruments throughout the EF2-Price Control
Einanecial ModelPeriod.

8.1.10 The Authority will ensure that any modifications of the EF2ET3 Price Control
EinaneiallnstrumentsFinancial Instruments, whether under Part €B of this
condition or otherwise, are promptly incorporated into a consolidated version
ofthe ET2 Price Control EinanciaHnstrumentsmaintained on the Authority’s
Website.

8111 Witheutlimiting the general effectof paragraph-8-19,-The Authority will :

{a}publish on the Authority’s Website;the-a consolidated version of the

ET2ET3 Price Control Financial Model containing the updated value of ARt
for all Transmission Owners following the licensee's annual publication of
the ET3 Price Control Financial Model %hat—wﬂ%b%rsed—te%alemafee%he
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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
parasraphs 9.-1.8and 9.1.9: and

fe3(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 retbelessthan28-daysbe
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 amended-proposed 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 the costs of reporting and 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 retbe

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 Thepurpese-ofThis condition iste-setsets out:



(a) the requirements on the licensee in respect of the NARM Methodology-;
(b) Ialse-setseutthe NARM Objectives;

(c) the process for modifying the NARM Methodology- where the proposed
modifications have a material impact on the Baseline Network Risk
Outputs;

(d) the process for modifying the NARM Methodology where the proposed
modifications do not have a material impact on the Baseline Network Risk
Qutputs;

(e) the requirements on the licensee in respect of the Information Gathering
Plan; and

(f) the requirements on the licensee to work with all other Transmission
Owners to roduce an Engineering Guidance Document.

(g) the requirements on the licensee to work with all other Transmission
Owners to develop acemmen-the ET NARM Methodology;

N NARM

Methodeology forapprevalAuthority approval, modification or direction of
the ET NARM Methodology;

(i) the requirements on the licensee to take steps towards implementing the
commenET NARmM Methodology in the subsequent price control period;

Part A: Requirement to have a NARM Methodology

9.2.2

9.2.3

The licensee must have in place and act in accordance with a NARM
Methodology that facilitates the achievement of the NARM Objectives.

The NOMsNARM Methodology in-effeet-on31+-Mareh202+which is approved by

the Authority and effective from 01 April 2026 is deemed to be the NARM
Methodology in-effectfrom+-April2021-until superseded.

Part B: The NARM Objectives

9.2.4

The NARM Objectives 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 Outputs 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
iii. the licensee's Transmission System;

(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 Transmission System;

ii. geographic areas of, and NARM Assets within, the licensee’s
Transmission System;

iii. the licensee’s Transmission System and other networks within the
same sector;

iv. the licensee's Transmission System 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 Transmission Systems and Distribution Systems within Great
Britain; and

(h) to enable the communication to the Authority and other interested parties
of relevant information about the licensee’s Transmission System in an
accessible and transparent manner.

Part C: ModificationModifications of the NARM Methodology that have a

m

9.2.5

9.2.6

‘ 9.2.7

rial im n the B line Network Risk

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.

Where the licensee has identified scope for modifications that 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.

Where the licensee proposes a modification to the NARM Methodology under
this Part, it must:

(a) consult other Network Licensees to which a condition of equivalent effect to
this condition applies and with any other interested parties, allowing them



9.2.8

9.2.9

9.2.10

9.2.11

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 Objectives;

(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.

The Authority will by direction:

(a) approve the proposed modification;

(b) approve the proposed modification with amendments; or

(c) reject the proposed modification.

In the case of paragraph 9.2.98(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).

The licensee must implement the modification directed under paragraph
9.2.98(a) or (b) by such date as may be set out in that direction.

Before issuing a direction under paragraph 9.2.98, 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 why it proposes to issue the direction; and

(d) 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.

Part D: Modifications of the NARM Methodology that do not have a material
impact on the Baseline Network Risk Output

9.2.12 The licensee may propose modifications under this Part of the type set out in
paragraph 9.2.13 where:

(a) the modification would improve the clarity of the NARM Methodology;

(b) fit has obtained the agreement of all Transmission Owners; and

(c) the modification will have no material impact on the licensee’s or any other
Transmission Owner’s:

i.  Baseline Network Risk Output; or

ii. delivery against its Baseline Network Risk Output.

9.2.13 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.

9.2.14 Where the licensee proposes a modification under this Part, it must send to the
Authority and all other Transmission Owners 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 Qutput.

9.2.15 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.

9.2.16 A direction under paragraph 9.2.15 will likely be insufficiently significant to
warrant publication or formal consultation, but the Authority will consider this

on a case-by-case basis.
Part E: Information Gathering Plan

9.2.17 The licensee must provide the Authority with aplan{the~ an Information
Gathering Plan®} by 01 October 2026.

9.2.18 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 Qutput in accordance with its

NARM Methodology annually, in accordance with the RIGs.

9.2.19 The licensee must provide the Authority with an updated Information
Gathering Plan by no later than 12 weeks after the Authority’s:

(a) approval of the ET NARM Methodology under paragraph 9.2.30(a);
b) direction to modify the submitted ET NARM Methodology under paragraph
9.2.30(b);or

(c) direction to comply with an ET NARM Methodology in accordance with
paragraph 9.2.31 by 1 April 2028 which includes must:

9.2.20 The updated Information Gathering Plan must:

(a) set out how the licensee will gather and record the information required for

the implementation of the ET NARM Methodology in the subsequent price
control; and

(b) include the scope and form of the data the licensee will collect and the
frequency with which the data is collected for the implementation of the ET
NARM Methodology in the subsequent price control.




9.2.21 The licensee must:, at least once every year, review the Information Gathering
Plan and where necessary modify it, to ensure that is complies with the
requirements of paragraphs 9.2.18 and 9.2.20 where applicable.

P F: Engineerin idance D men

9.2.22 The licensee must work in co-operation with all other Transmission Owners to
produce a common Engineering Guidance Document (“the ET Engineering

Guidance Document”) on reporting asset condition data inputs to
the ET NARM Methodology.

9.2.23 Thelicensee and all other Transmission Owners must submit the ET

Engineering Guidance Document to the Authorit by no
later than 12 weeks after the Authority’s:
a) approval erdirection-of the ET ici issi NARM

Methodology under paragraph 9.2.30(a);

b) direction to modify the submitted ET NARM Methodology under paragraph
9.2.30(b);or
(c) direction to comply with an ET NARM Methodology in accordance with
aragraph 9.2.31.

9.2.24 The objectives of the ET Engineering Guidance Document are to:

(a) establish common standards for reporting asset condition data and-data
inputs for all assets in the ET 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.




least once every year, review the ET Engineering Guidance Document to
identify scope for modifications and where necessary modify it, subjeetto-the

to ensure that it continues to meet the objectives set out in
paragraph 9:3.24 9.2.24.

P : Requirement to develo he ET NARM Methodolo
in m

9.2.26 The licensee must work in co-operation with all other Transmission Owners to
contribute to the full and timely development of an industry-consulted

Mmethodology for NARM which is common to all Transmission Owners (“the
ET NARM Methodology”).

9.2.27 The licensee and all other Transmission Owners must submit:

(a) a first draft of the ET NARM Methodology for comment to the Authority by
01 April 2027.

(b) the final version of the ET NARM Methodology for approval by the
Authority, in accordance with this Part H by 01 April 2028.

9.2.28 The ET NARM Methodology must:

(a) facilitate the achievement of the NARM Objectives set out in Part B of this
condition; and

(b) be able to be implemented by the licensee in the subsequent price control
through appropriate amendment of its own NARM Methodologys.

9.2.29 The licensee must:

aPeﬂﬂ—Blaee—beQi—ABPH—ZOZ—Ltake all reasonable steps, prior to the

Authority’s approval or direction of an ET NARM Methodology, to prepare
the asset data systems required to support the ET NARM Methodology
which is being developed in accordance with paragraph 9.2.27; and

b) ensure that all asset data systems required to support the approved or
directed ET NARM Methodology are established and operational no later

than 12 weeks beginning from the first day after the day of the Authority's
approval of the ET NARM Methodology under paragraph 9.2.30 or the

Authority's direction of the ET NARM Methodology under paragraph 9.2.32.
al Authority

annroval modification or direction of the ET NARM Methodolog;g

9.2.30  Where the ET NARM Methodology has been submitted to the Authority by01

April 2028 under paragraph 9-2.289.2.27 (b), the Authority, after consulting the
licensee and all other Transmission Owners, may:

a) approve that methodology without modification if satisfied that it complies
with the provisions set out in paragraph 9:2.299.2.28; or



(b) direct the licensee and the other Transmission Owners to modify that
methodology, in such manner, to such extent, and with effect from such
date as may be specified in the direction, so that it will, in the Authority’s
opinion, comply with the provisions set out in paragraph 9:2.299.2.28,

having notified the Transmission Owners of its intention to make such
direction.

9.2.31 Where the ET NARM Methodology has not been submitted to the Authorit

April 2028under paragraph 9.2.27 (b), or if the Authority is not satisfied that
any methodology duly submitted within that deadline is capable of being
modified to comply with the provisions of paragraph 9:2.299.2.28, the
Authority may,; by directionte the licensee and-other Transmission Owners;
and-ne-later thanT-April 2029, designate-an-direct that the licensee complies

with an ET NARM Methodology that in the Authority’s opinion complies with
those provisions.

9.2.32 Before issuing a direction under paragraph 9.2.30 or paragraph 9.2.31, 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 why it proposes to issue the direction; and
(d) 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.

Part |: Steps towards implementation of the commenET NARM Methodology in
the subsequent price control period

9.2.33 The licensee must:

a) collect ion-asset condition data for each individual asset included

within the ET NARM Methodology when the supporting asset data systems
have come into effect; and




N. | a
i develop and maintain its own methodology for

mglementatlon of the ET NARM Methodolog;; using its own asset

Special Condition 9.3 Price Control Deliverable assessment
principles and reporting requirements

Introduction

9.3.1

9.3.2

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 PCD Price Contrel Deliverable {PED} has not been Fully Delivered

and in deciding the contents of such a direction.

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

In deciding whether to make a direction te-adjust-allewaneceswhere-an
Evaluative PCD-hasnetbeenFEully Deliveredunder 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-anwhere 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 Qutcome 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 Qutcome. 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;

H3(c) where ran 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;

f3(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 ana 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
69.3.3 (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- have-due
regard-te:

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
DBeliverDelivered the output; and

iii. establish efficient costs using the following methods:

(AAA) where these are available, using benchmarking against historical
cost data; or

(BBB) where historical cost data is not available, using bespoke
engineering and cost assessment, employing qualitative techniques to
supplement technical methods;

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);

fg3(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

A4 the split between fast money and the RAV for any adjustments will
be as set out in the EF2ET3 Price Control Financial Model.

Part B: Reporting requirement

9.3.4

9.3.5

9.3.6

9.3.7

9.3.8

The licensee 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.

On receipt of a Basic PCD Report, the Authority will decide whether to direct
the licensee to submit to it a Full PCD Report.

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.

Where directed to do so by the Authority the licensee must send to the
Authority a Full PCD Report.

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

9.3.10

9.3.11

9.3.12

The licensee must comply with the PCD Reporting Requirements and
Methodology Document when preparing a report required by Part B.

The Authority will issue and amend the PCD Reporting Requirements and
Methodology Document by direction.

The Authority will publish the PCD Reporting Requirements and Methodology
Document on the Authority's Website.

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
alonger 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

noetbelessthan28-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.

Part B: Re-opener Guidance and Application Requirements Document

9.4.4  The Authority will issue and amend the Re-opener Guidance and Application
Requirements Document by direction.



9.4.5  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 scrutinv for individual applications: and

vi. how the Authority would instigate a Rre-opener; and

23(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. the level of detail required in the application;
iii. any requirement to publish the application;_.and

{b}when it is appropriate to make redactions in published applications;-anéd
kiv. anyrequirementforassuranee..
94.69.4.7 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
notbe lessthanup to 28 days:-unless the Authority determines that a longer

period is appropriate.

9:4.79.4.8 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 netbeless-than28-daysbe up to 28 days unless the Authority
determines that a longer period is appropriate.

Special Condition 9.5 Digitalisation

Introduction

9.5.1

9.5.2

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.

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

9.5.3

9.5.4

9.5.5

The licensee must publish its Digitalisation Strategy on, or before, 31 March
20222028.

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 2028.

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

9.5.6

9.5.7

9.5.8

The licensee must publish its Digitalisation Action Plan on, or before, 30 June
20212026.

The licensee must review the progress it has made against and update its

Digitalisation Action Plan at intervalsspecified-inthe DPSAP-Guidanee-]least once
every 6 months after 30 June 2026.

The licensee must:

(a) publish its Digitalisation Action Plan, and each-updateupdates to its
Digitalisation Action Plan, on the licensee's website where they are readily
accessible to the public;



Part C:
9.59

9.5.10
9.5.11
9.5.12

Part D:
9.5.13

9.5.14
9.5.15

9.5.16

(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.
DSAP Guidance:-

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.

The Authority will issue and amend the DSAP Guidance by direction.
The Authority will publish the DSAP Guidance on the Authority's Website.
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; and
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.

Requirement to employ data best practice

The licensee must, when conducting work that involves working with or
making decisions about the use of Energy System Data, use its best endeavours
to act in accordance with Data Best Practice Guidance.

The Authority will issue and amend Data Best Practice Guidance by direction.

The Authority will publish Data Best Practice Guidance on the Authority's
Website.

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

9.5.17 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 ret-be lessthanup to 28 days_unless the Authority
determines that a longer period is appropriate.

9.5.18 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 retbeless-than28-daysbe up to 28 days unless the
Authority determines that a longer period is appropriate.

Special Condition 9.6 Disapplication of Relevant Special
Conditions

Introduction

9.6.1 The purpose of this condition is to enable the licensee to make a formal request
for the disapplication of the Relevant Special Conditions (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
9.6.2  The licensee may submit a Disapplication Request in writing to the Authority.
9.6.3 A Disapplication Request must:
(a) specify to which of the Relevant Special Conditions (or any part or parts of
them) the request relates;

(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;
and

(d) state the Disapplication Date that the licensee proposes (which must not be
earlier than the appropriate date mentioned in Part B).

9.6.4 A Disapplication Request may be submitted only in respect of a specified
geographical area.



9.6.5

9.6.6

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.

The licensee may withdraw a Disapplication Request at any time.

Part B: Date from which a disapplication may take effect

9.6.7

9.6.8

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.

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

9.6.9

9.6.10

If the licensee has submitted to the Authority a Disapplication Request that
complies with the requirements of Parts A and B, it may subsequently give the
Authority a Disapplication Notice:

(a) in the eireumstaneecircumstances described in Part D; or
(b) in the eirewmstaneecircumstances described in Part E.

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 under Part B.

Part D: Termination without involvement of the Competition and Markets
Authority

9.6.11

The eireumstaneecircumstances 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 11A(7) of the Act to modify:

(a) the Relevant Special Conditions (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

9.6.12

The eireuvmstaneecircumstances 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 11C of the Act;

(b) the Competition and Markets Authority, acting under section 11F of the Act,
has, in respect of the provision to which the Disapplication Notice relates:

(c) quashed the Authority’s decision, and

(d) neither remitted the matter back to the Authority under section 11F(2)(b)
of the Act nor substituted its own decision for that of the Authority’s under
section 11F(2)(c) of the Act; and

(e) 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 9.6.12(b)(i).

Special Condition 9.7 Directly Remunerated Services

Introduction

9.7.1

9.7.2

9.7.3

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.

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
Allowed Revenue.

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 Services.

Part A: Licensee's obligation to exclude Directly Remunerated Services

9.7.4

9.7.5

The licensee must exclude revenue derived from Directly Remunerated
Services from Allowed Revenue.

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.



9.7.6

Part B:
9.7.7

9.7.8

Part C:
9.7.9

9.7.10

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.

Statement of general principle

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.

The charges referred to in paragraph 9.7.7 are: Network Charges, under the

provisions of Special Condition 2.1 (Revenue restriction).;

Categories of Directly Remunerated Services

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.

Directly Remunerated Services will include the following services:

(a) DRS1. Connection services: This category consists of the carrying out of
works (including any necessary reinforcement works or diversionary
works) to install, operate, repair, or maintain electric lines, electrical plant,
or meters necessary to provide any new connection or modify any existing
connection to the licensee's Transmission System, (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 electric line or electrical plant (including the carrying out
of any associated works) pursuant to any statutory obligation other than
one imposed on the licensee under section 9(2) (General duties of licence
holders) of the Act, where the statutory obligation makes provision for the
reimbursement of the costs incurred.

(c) DRS3. Works required by any alteration of premises: This category consists
of the moving of any electric line or electrical plant that forms part of the
licensee's Transmission 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: This category consists of allowing the use of any electric line or
electrical plant that forms part of the licensee's Transmission System to



carry, either directly or indirectly (including by the incorporation of third
party equipment), electronic information and data.

(e) DRS5. Outage Changes: The net costs reasonably incurred by the licensee as
a result of any Outage Change as reimbursed by the ISOP.

(f) DRS6. Emergency Services: (Not applicable to Electricity Transmission)
(g) DRS7. PARCA Activities: (Not applicable to Electricity Transmission)

(h) DRS8. Independent System Operation: (Not applicable to Electricity
Transmission)

(i) DRS9. Value Added Services: (Not applicable to Electricity
Transmission)Netwa nnovation Funding:Paymentsma

7.]] ERIIQ E$] ] . i . i i }.
j -DRS10.ValueAdded Service '
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H30) PRS11: Top-up, standby, and enhanced system security: (Not
applicable to Electricity Transmission)

H(k) PRS12DRS11. Revenue protection services: (Not applicable to
Electricity Transmission)

=) PRS13DRS12. Metering Services: (Not applicable to Electricity
Transmission)

)(m) DRS13.DRS44- Smart Meter Roll-out rechargeable services: (Not
applicable to Electricity Transmission)

fe}(n) PRS15:DRS14. Miscellaneous: This category consists of the

provision of any other service (including the provision of electric lines or
electrical plant) that:

i.  is for the specific benefit of any third party who requests it; and

ii. is not made available by the licensee as a normal part of the activities of
its Transmission Owner Activity.

Part D: Procedure for issuing directions

9.7.11 Before issuing a direction under Part A the Authority will eensiderhave regard
to the general principle in Part B.

9.7.12 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 9.8 Tax Reconciliation assurance
statement

Introduction

9.8.1 This condition requires the licensee to senrdsubmit to the Authority an annual
Tax Reconciliation assurance statement inrelation-to-the FaxReconeiliation
template-and sets out the form of that statement.

Part A: Assurance Statement

9.8.2 The licensee must by 30 September of each Regulatory Year startingon-orafter
O+ April 2023, sendsubmit to the Authority ana Tax Reconciliation assurance
statement; relating to Regulatory Year t-2 that:

(a) has been approved by 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.

9.8.3 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 9.898 (Tax Reconciliation assurance statement), the directors of
[licensee] €£("the licensee”) hereby certify that for the Regulatory Year
[Regulatory Year t-2}-]:

9.8.3——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 (CT600};)) to the eCalculated Tax Allowance;
(b) the Tax Reconciliation will-besubmitted, 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}i;and(SAO02), 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. Aany 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].




9.8.4

9.8.5

(c) where appropriate, further information has alse-been provided to support
and explain reconciling items in accordance with theRHO-2the {RHO-3}
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:.”

Where the licensee anticipates a material, unexplained variance to arise in the
Tax Reconciliation as described in Chapter 6 of the ET2ET3 Price Control
Financial Handbook, the prescribed form for the_ Tax Reconciliation assurance
statement is set out in paragraph 9.8.5.

Where this paragraph applies, the prescribed form of the Tax Reconciliation
assurance statement is as follows:

"In accordance with the requirements of paragraph 9.8 .2 of Special
Condition 9.898 (Tax Reconciliation assurance statement), the Directors of
[licensee] £("the licensee”) hereby certify that for the Regulatory Year
[Regulatory Year t-2}-:

in their opinion:

(a) .the values reportedinreported in the Tax Reconciliation template-have
resulted in a material, unexplained variance in the

reeenciliationofreconciliation of the licensee’s adjusted-Actual Corporation
Tax Liability as shown in the Company Tax Return (CT600) to the adjusted
Calculated Tax Allowance;

(b) the Tax Reconciliation has-beenwill, by 30 September [Regulatory Year t],
be submitted to the Authority along with a copy of_the following

documents:

(c) the licensee's most recent CT600 as submitted to His Majesty's Revenue
and Customs: for the Regulatory Year [Regulatory Year t-2];

(d) the licensee’s most recently submitted Senior Accounting Officer {SA©2}

certificate as-per{b}i;and(SA02), which covers the Regulatory Year
[Regulatory Year t-2];

(e) the licensee’s previously published Tax Strategy; which covers the
Regulatory Year [Regulatory Year t-2]; and

(f) 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].

8H(g) 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;];

fe3(h) all adjustments made have been appropriately explained in the Tax
Reconciliation supporting commentary, however there remain unexplained
differences, which are considered material; and



H(i) a notification has been given in writing to the Authority under
Chapter 6 of the EF2ET3 Price Control Financial Handbook."

Special Condition 9.9 Activities Restrictions

Introduction

9.9.1

The purpose of this condition is to set out, in accordance with section 7(2A)(a)
of the Act, activity restrictions on the licensee.

Part A: Activity Restrictions

9.9.2

9.9.3

Subject to the provisions of paragraph 9.9.3 (which are made in accordance
with section 7(2A)(a) of the Act), the licensee is authorised by paragraph 1 of
Part I (Terms of the Licence) to participate in the transmission of electricity for
the purpose of giving a supply to any premises or enabling a supply to be so
given.

The licensee must not, outside its Transmission Area, obtain or obtain access to
any assets comprising part of the National Electricity Transmission System
which are intended for the purpose of conveying electricity except:

(a) from another Transmission Licensee; or

(b) where the Authority has issued a direction to the licensee pursuant to
paragraph 2 of Standard Condition B18 (Offshore Transmission Owner of
Last Resort) insofar as it relates to the transmission system specified in that
direction.

Special Condition 9.10 Network Access Policy

Introduction

9.10.1

Part A:
9.10.2

9.10.3

9.10.4

9.10.5

This condition requires the licensee to publish and act consistently with the
Network Access Policy designed to facilitate efficient performance and effective
liaison between the ISOP and Transmission Owners in relation to the planning,
management, and operation of the National Electricity Transmission System for
the benefit of consumers and network Users.

Network Access Policy

The licensee, together with the other Transmission Owners, must have in place
a Network Access Policy approved by the Authority.

The licensee must incorporate the Network Access Policy into its planning and
operations as part of its Licensed Activity.

The licensee must act consistently with the Network Access Policy, subject to
the need to ensure the safe and secure operation of the National Electricity
Transmission System as a whole or any part of it.

The Network Access Policy must include:



Part B:
9.10.6

9.10.7

9.10.8

9.10.9

(a) details of the actions that the licensee will take to coordinate with the ISOP
and, if appropriate, the other Transmission Owners to ensure that planned
network outage arrangements are agreed with due consideration of the
long-term outcomes for consumers and network Users;

(b) details of the actions that the licensee will take for the purposes of
responding to and managing unplanned network outages with a view to
minimising its contribution to network constraints, subject to the need to
ensure the safe and secure operation of the National Electricity
Transmission System as a whole or any part of it;

(c) details of the types of circumstances that are likely to require an alternative
approach to that set out in relation to paragraphs 9.46110.5(a) and (b); and

(d) a description of the licensee’s communication and coordination strategy for
interacting with the ISOP, other Transmission Owners, and Users.
Revisions to the Network Access Policy

The licensee, together with the other Transmission Owners, must from time to
time and at least once in every period of two Regulatory Years, review the
Network Access Policy and propose such revisions as may be necessary in
order to ensure that the information contained in the policy continues to be
accurate and consistent with this condition.

Before revising the Network Access Policy the licensee, together with the other
Transmission Owners, must submit to the Authority, the ISOP and, if
appropriate, to any other relevant Transmission Licensees:

(a) a copy of the proposed revisions;

(b) an explanation of the reasons for the proposed revisions; and

(c) such detailed supporting evidence as the licensee considers will assist the
Authority in its consideration of the proposed revisions.

The Authority will:

(a) approve the proposed revisions;

(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions that it considers should be made.

Before taking any action under paragraph 9.16.110.8, the Authority will consult
the Transmission Owners, the ISOP and such other interested parties as it
considers appropriate.

Part C: Availability of the Network Access Policy

9.10.10

9.10.11

The licensee must ensure that the Network Access Policy is readily accessible to
the public from the licensee’s website.

If the Authority approves a revision to the Network Access Policy, the licensee
must ensure that the Network Access Policy made available under paragraph



9.10110.10 is updated during the period of ten Working Days beginning with
the date of the approval.

Special Condition 9.11 Provision of information to the ISOP

Introduction

9.11.1

Part A:
9.11.2

9.11.3

9.11.4

9.11.5

The purpose of this condition is to require the licensee to notify the ISOP of the
revenue to be collected via Network Charges.

Statement of the TNGET: value

On or before the 5th business day in October and 7 January of the Regulatory
Year t-1, the licensee must notify the ISOP of its best estimate for the TNGET:
term.

TNGET:means an amount no more than ARt as calculated in accordance with
Special Condition 2.1 (Revenue restriction}:) Part C.

The licensee must keep under review the estimates notified to the ISOP
pursuant to paragraph 9.11.2 and, if at any time, the licensee reasonably
considers that the value of TNGET, notified to the ISOP will be significantly
different to the estimates previously notified to the ISOP, the licensee must
notify the ISOP of the updated value for TNGETt as soon as reasonably
practicable.

By 30 April of each Regulatory Year t, the licensee must provide the Authority
with a statement showing the following:

(a) the value of TNGET: notified to the System-OperatorISOP in the Regulatory
Year t-1;

(b) the aggregate amount of the licensee’s connection charges in Regulatory
Year t-1 which are not remunerated under Special Condition 2.1 (Revenue
restriction); and

(c) the aggregate amount of the licensee’s charges in Regulatory Year t-1 in
respect of Outage Changes.

Special Condition 9.12 Basis of Transmission Owner
Charges

Introduction

9.12.1

Part A:
9.12.2

9.12.3

The purpose of this condition is to require the licensee to prepare and have in
place a Statement of Transmission Owner Charges.

Statement of Transmission Owner Charges

The licensee must have in place a Statement of Transmission Owner Charges
approved by the Authority.

The Statement of Transmission Owner Charges must include:



9.12.4

Part B:

9.12.5

9.12.6

9.12.7

9.12.8

(a) a schedule listing:;

i.  items of significant cost required for connection (at entry or exit
points) to the licensee’s Transmission System;;

ii. items for which site specific charges may be made or levied;; and
iii. indicative charges or, where not practicable, an explanation of the

methods by which and the principles in accordance with which the
charges will be calculated;

(b) the methods by which and the principles in accordance with which:

i.  site specific charges will be made in circumstances where the electric
lines or electrical plant to be installed are (at the licensee’s discretion)
of greater size or capacity than that required;

ii. any charges (including any capitalised charge) will be made for
maintenance, replacement and repair required of electric lines,
electrical plant or meters provided and installed for making a
connection to the licensee’s Transmission System; and

iii. any charges will be made for disconnection from the licensee’s
Transmission System and the removal of electrical plant, electric lines
and ancillary meters following disconnection; and

(c) such other matters as are specified in directions issued by the Authority
from time to time for the purpose of this condition.

The licensee must set site specific charges for those items referred to in
paragraph 9.12.3 at a level that will enable the licensee to recover:

(a) the appropriate proportion of the costs directly or indirectly incurred in
carrying out any works for the extension or reinforcement of the licensee’s
Transmission System or the provision and installation, maintenance,
replacement and repair or (as the case may be) removal following
disconnection of any electric lines, electrical plant, meters or other items;
and

(b) areasonable rate of return on the capital represented by such costs.
Revisions to the Statement of Transmission Owner Charges

The licensee must at least once in every Regulatory Year, review and propose
such revisions to the Statement of Transmission Owner Charges as may be
necessary in order to ensure that it continues to be accurate.

The Authority may direct the licensee to modify the Statement of Transmission
Owner Charges in such manner, to such extent, and with effect from such time
as may be specified in that direction.

Before revising the Statement of Transmission Owner Charges, under
paragraph 9.12.5, the licensee must provide a copy of the proposed revisions to
the Authority.

The Authority will:

(a) approve the proposed revisions;



(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions that it considers should be made.

9.12.9 The licensee must give or send a copy of the Statement of Transmission Owner
Charges, including any revision in such form and manner as the Authority may
direct, to any person who requests a copy of such statement or statements.

9.12.10 The licensee may make a charge for any statement given or sent pursuant to
paragraph 9.12.9 of an amount reflecting the licensee’s reasonable costs of
providing the statement, which must not exceed the maximum amount
specified by the Authority by direction for the purposes of this condition.

Special Condition 9.13 Allowances in respect of a Security
Period

Introduction

9.13.1 The purpose of this condition is to set out the process for the licensee to
recover Allowed Security Costs in the event of a Security Period.

Part A: Process for the recovery of Security Costs

9.13.2 Atany time during a Security Period, the licensee may give notice in writing to
the Authority suspending, with effect from the date the notice is received by the
Authority, application of the Relevant Special Conditions specified in the notice,
for the remaining duration of the Security Period.

9.13.3 Atany time during a Security Period, the Authority may by direction, enable the
licensee to recover by means of an appropriate equitable increase on all of the
charges made in the course of the licensee's Transmission Business an amount
estimated as being equal to the licensee’s Allowed Security Costs during the
Security Period.

9.13.4 The direction will set out for the remaining duration of the Security Period any:

(a) Relevant Special Conditions which are suspended or modified; or
(b) new special conditions.

9.13.5 Subject to paragraphs 9.13.6 and 9.13.8, the licensee may in any Regulatory
Year recover an aggregate amount equal to its Allowed Security Costs in that
year or (in so far as not previously recovered) in any previous year, by means of

appropriate equitable increases on all of the charges made by the licensee in
the course of the Transmission Business.

9.13.6 Paragraph 9.13.5 does not apply in so far as such Allowed Security Costs were:

(a) otherwise recovered by the licensee; or

(b) taken into account by the Authority in setting the special conditions by
means of a direction issued under paragraph 9.13.3 of this condition.



9.13.7 Following the end of each Regulatory Year the licensee must provide the
Authority with details in respect of that Regulatory Year of:

(a) the licensee’s estimate of Allowed Security Costs;

(b) the aggregate amounts charged under paragraph 9.13.5 of this condition on
account of the licensees Allowed Security Costs; and

(c) the basis and calculations underlying the increases in charges made by the
licensee in the course of its Transmission Business.

9.13.8 Where the Authority is satisfied that the licensee has recovered amounts in
excess of the Allowed Security Costs, the Authority may direct the licensee to
take such steps as may be specified to reimburse its customers for excess
amounts charged.

9.13.9 No amounts charged by the licensee under this condition (whether or not
subsequently required to be reimbursed) will be taken into account for the
purpose of applying the provisions of Special Condition 2.1 (Revenue
restriction).

Special Condition 9.14 Not Used
Special Condition 9.15 Not Used
Special Condition 9.16 Not Used

Special Condition 9.17 Prohibited activities and conduct of
the Transmission Business
Introduction

9.17.1 The purpose of this condition is to set out the prohibited activities of the
licensee and conduct of the Transmission Business.

Part A: Prohibited Activities

9.17.2 Unless the Authority otherwise directs, the licensee, and any subsidiary of the
licensee, must not hold, or seek to hold, a Transmission Licence that has Section
E (Offshore Transmission Owner Standard Conditions) in effect.

Part B: Part B Conduct of the Transmission Business

9.17.3 The licensee, and the relevant parties listed in paragraph 9.17.5, must not
obtain an Unfair Commercial Advantage.

9.17.4 Not used.
9.17.5 The relevant parties are:

(a) any Affiliate or Related Undertaking of the licensee that is a subsidiary of, or
is controlled by an ultimate controller of, the licensee, including those:



i.  intending to participate in a competitive tender exercise to determine a
person to whom an Offshore Transmission Licence is to be granted; or

ii. participating in a competitive tender exercise to determine a person to
whom an Offshore Transmission Licence is to be granted;

(b) any User of the National Electricity Transmission System; and

(c) any other Transmission Licensee.

Special Condition 9.18 Business separation requirements
and compliance obligations

Introduction

9.18.1 The purpose of this condition is to set out the business separation requirements
between the licensee and the Relevant Other Competitive Businesses, and the
process the licensee must follow to comply with these requirements.

9.18.2 Part A sets out the business separation requirements between the licensee and
the Relevant Other Competitive Businesses.

9.18.3 Part B sets out the Compliance Statement the licensee must publish to describe
how it is meeting its Specified Duties.

9.18.4 Part C sets out requirements on the licensee to appoint an independent
compliance officer and annually report on compliance against the licensee’s
duties.

Part A: Legal and functional separation of the licensee and the Relevant Other
Competitive Businesses

9.18.5 The licensee must, in carrying out its Licensed Activities, put in place and at all
times maintain such systems of control and other governance arrangements as
are necessary to ensure that the licensee complies with _the obligations
contained in Standard Condition B5 (Prohibition of cross-subsidies), Standard
Condition B6 (Restriction on Activity and Financial Ring Fencing) and Special
Condition 9.1617 (Prohibited activities and conduct of the Transmission
Business).

9.18.6 Without prejudice to paragraph 9.18.5 the licensee must at all times conduct its
Licensed Activities separately from the Relevant Other Competitive Businesses,
provided that nothing in Part A prevents the licensee from complying with any
Section E (Offshore Transmission Owner of Last Resort) Direction made
pursuant to Standard Condition B18 (Offshore Transmission Owner of Last
Resort).

9.18.7 The licensee must ensure that the Relevant Other Competitive Businesses are
conducted entirely by corporate entities each of which is separate from the
licensee and that the licensee does not, directly or indirectly, hold any shares or
other investments:



9.18.8

9.18.9

9.18.10

9.18.11

(a) in any corporate entity which conducts any of the Relevant Other
Competitive Businesses or which exercises or otherwise has control of any
of the Relevant Other Competitive Businesses or any of the assets used in or
dedicated to any of the Relevant Other Competitive Businesses; or

(b) which give the holder an entitlement to vote at the general meetings of any
of the corporate entities which conduct the Relevant Other Competitive
Businesses or of any company which exercises or otherwise has control of
any of the Relevant Other Competitive Businesses.

The licensee must ensure that its accounts are maintained and to the extent
required by law audited and reported separately from those of any corporate
entity which conducts Relevant Other Competitive Business.

The licensee must ensure that persons engaged in the management or
operation of the licensee (up to and including the members of the licensee’s
board of directors) are not simultaneously engaged, either full or part time, in
the management or operation of any Relevant Other Competitive Business or
any corporate entity which conducts Relevant Other Competitive Business,
other than in the provision of Shared Services provided by the licensee to its
Associates and the provision of services which constitute De Minimis Business
to the extent that the provision of those services by the licensee complies with
the requirements of standard conditions B5 (Prohibition of cross-subsidies), B6
(Restriction on Activity and Financial Ring Fencing) and B9 (Indebtedness).

The licensee must ensure that arrangements are in place which are effective in
restricting access by persons engaged in the management or operation of any of
the Relevant Other Competitive Businesses to:

(a) any part of any premises which is occupied by persons engaged in the
management or operation of the licensee; or

(b) any equipment, facilities or property employed for the management or
operation of the licensee.

The licensee must ensure that the systems for the recording, processing or
storage of data to which persons engaged in the management or operation of
the licensee have access cannot be accessed by persons engaged in the
management or operation of the Relevant Other Competitive Businesses.

Part B: Compliance Statement and compliance documents

9.18.12

The licensee must:

(a) unless the Authority otherwise consents or directs, at all times comply with
the terms of the approved Compliance Statement; and

(b) at least once every 12 months, or at such other interval as the Authority
may direct, review the Compliance Statement, the form of the Compliance
Report and the form of the Compliance Certificate and revise them as
necessary, including when circumstances change so that the documents no
longer secure compliance with the Specified Duties, to ensure that the
documents continue to be complete and accurate in all material respects.



9.18.13

9.18.14

9.18.15

9.18.16

9.18.17

The licensee must submit any proposed revisions to the documents specified in
paragraph 9.18.12(b) to the Authority.

Any revisions of the documents specified in paragraph 9.18.12(b) will only
become effective once the Authority has approved them, in accordance with
paragraph 9.18.15.

The Authority will:

(a) approve the proposed revisions;

(b) reject the proposed revisions; or

(c) reject the proposed revisions and give recommendations as to alternative
revisions that it considers should be made.

The licensee must publish a copy of the approved Compliance Statement and
each revision of it on its website during the period of 15 Working Days
beginning with the date of approval by the Authority.

The Compliance Statement must set out how the licensee willis to meet:
(a) the business separation requirements provided for in Part A, with specific

reference to:

(b) the arrangements for managerial separation, as required in paragraph
9.18.9;

(c) the treatment of Shared Services across the licensee and the Relevant Other
Competitive Businesses, together with a list of those services which fall
under the definition of Shared Services;

(d) the arrangements to manage the transfer of employees between the
licensee and the Relevant Other Competitive Businesses;

(e) the appointment of a compliance officer and compliance reporting,
provided for in Part C.

Part C: Appointment of a Compliance Officer and compliance reporting

9.18.18

9.18.19

9.18.20

9.18.21

The licensee must ensure, following consultation with the Authority, that a
Compliance Officer is appointed. The person appointed as the Compliance
Officer pursuant to this paragraph may also hold other compliance officer roles
for the licensee or its Associates licensed under the Gas Act 1986.

The licensee must appoint a Single Appointed Director to report to the board of
the licensee in relation to the obligations set out in this condition.

The licensee must establish a Compliance Committee to report to the board of
the licensee.

The licensee must secure that the Compliance Committee includes among its
members the Single Appointed Director and such persons from within the
licensee’s business as are responsible for the management of regulatory issues
relating to the licence.



9.18.22 The licensee must ensure that, as might be reasonably required for the
fulfilment of the duties and tasks assigned pursuant to this condition, the
Compliance Officer:

(a) is provided with such employees, premises, equipment, facilities and other
resources_it requires; and

(b) has such access to the licensee’s premises, systems, information and
documentation; it requires.

9.18.23 Except to the extent provided for in paragraph 9.18.20, the licensee must
ensure that the Compliance Officer is not engaged in the management or
operation of the Transmission Business, any Associate of the licensee or any
Relevant Other Competitive Businesses.

9.18.24 The licensee must make available to the Compliance Officer details of any
complaint or representation received by it from any person in respect of the
conduct of the licensee in undertaking the Specified Duties.

9.18.25 The duties and tasks of the Compliance Officer must include:

(a) providing advice and information to the licensee (including individual
directors of the licensee) and the Single Appointed Director for the purpose
of ensuring the licensee’s compliance with the Specified Duties;

(b) monitoring the effectiveness of the practices, procedures and systems
adopted by the licensee to ensure its compliance with the Specified Duties
and described in the Compliance Statement;

(c) advising whether, to the extent that the implementation of such practices,
procedures and systems require the co-operation of any other person, they
are designed so as reasonably to secure the required co-operation;

(d) investigating any complaint or representation made available to the
Compliance Officer in accordance with paragraph 9.18.24;

(e) recommending and advising upon the remedial action which any such
investigation has demonstrated to be necessary or desirable; and

(f) providing relevant advice and information to the licensee (including
individual directors of the licensee) and the Compliance Committee
established under paragraph 9.4718.20, for the purpose of ensuring its
implementation of:

i.  the practices, procedures and systems adopted in accordance with the
Compliance Statement; and

ii. anyremedial action recommended in accordance with sub-paragraph
(e);

iii. reporting to the Compliance Committee any instances which come to
histhe Compliance Officer’s attention, relating to a member of any of the
managerial boards of the licensee, taking into account the interests of a
business other than that in respect of which the board of which he is a
member of has been established; and



iv. reporting annually to the Compliance Committee as to the Compliance
Officer’s activities in respect of the Specified Duties during the period
covered by the annual report.

9.18.26 Assoon as is reasonably practicable and in any event before the end of the
period of 90 days beginning with the date of issue of each annual report of the
Compliance Officer, the licensee must produce, in a form approved by the
Authority in accordance with paragraph 9.18.15, a Compliance Report.

9.18.27 The Compliance Report produced in accordance with paragraph 9.18.28 must
in particular:

(a) detail the activities of the Compliance Officer during the relevant period
covered by the Compliance Report;

(b) refer to such other matters as may be appropriate in relation to the
implementation of the practices, procedures and systems described in the
Compliance Statement;

(c) set out the details of any investigations conducted by the Compliance
Officer, including:
i.  the number, type and source of the complaints or representations on
which such investigations were based;

ii. the outcome of such investigations; and

iii. any remedial action taken by the licensee following such investigations;
and

iv. be accompanied by a Compliance Certificate, in a form approved by the
Authority in accordance with paragraph 9.18.15, approved by a
resolution of the board of the licensee and signed in good faith by the
Single Appointed Director pursuant to that resolution, on the licensee’s
compliance with the Specified Duties.

9.18.28 The licensee must, as soon as reasonably practicable, following the approval of
the Compliance Certificate by the board of the licensee, and in any event before
the end of the period of 120 days beginning with the date of issue of each
annual report of the Compliance Officer, submit to the Authority a copy of the
Compliance Report and Compliance Certificate produced in accordance with
paragraphs 9.18.26 and 9.18.27, and ensure copies efeach-ef them-isare readily
accessible to the public from the licensee’s website.

9.18.29 The licensee must, if so directed by the Authority, appoint an Independent
Examiner for the purpose of providing a written report to the Authority:

(a) reviewing the practices, procedures and systems which have been
implemented to secure compliance with this condition;

(b) assessing the appropriateness of such practices, procedures and systems
for securing compliance with the licensee’s obligations under this
condition; and

(c) reporting on the licensee’s compliance with the requirements of this
condition.



9.18.30 The Independent Examiner’s report must be provided to the Authority during
the period of three Working Days beginning with the date on which the licensee
receives the report from the Independent Examiner.

9.18.31 The Independent Examiner’s report must be commissioned at such intervals as
the Authority may direct.

Special Condition 9.19 The strategic innovation fund (SIF)

Introduction

9.19.1 The purpose of this condition is to establish arrangements for the SIF and to
provide for the calculation of the term SIF:.

9.19.2 The effect of this condition is to provide funding for Eligible SIF Projects by
means of payments received from the ISOP (as adjusted, where appropriate, by
the SIF Funding Return Mechanism) in accordance with the determination
process in Part A.

9.19.3 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 SIF: term

9.19.4 The SIF: 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 ISOP, or vice versa,
in accordance with the direction issued for that purpose by the Authority
pursuant to the provisions of condition F2 (Innovation funding) in the
Electricity System Operator Licence.

9.19.5 In each Regulatory Year, in accordance with the SIF Governance Document and
the appropriate provisions of the Electricity System Operator 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 ISOP is required to
transfer that amount to the licensee or vice versa.

Part B: Part B:-The SIF Funding Return Mechanism

9.19.6 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.

9.19.7 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, will specify:



(a) the amount of any SIF Funding Return that the licensee must pay to the
ISOP; and

(b) the manner in which and the timescale over which that amount is to be
paid.

9.19.8 The licensee must comply with any direction that is issued by the Authority
under paragraph 9.19.7.

Part C: Part C:—The SIF Governance Document
9.19.9 The licensee must comply with the SIF Governance Document.
9.19.10 The Authority will issue and amend the SIF Governance Document by direction.

9.19.11 The Authority will publish the SIF Governance Document on the Authority’s
Website.

9.19.12 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) the evaluation criteria against which the funding of such proposed SIF
projects will be assessed and approved;

(c) 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) 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 Transmission Licensees and the ISOP;

(e) 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) arrangements relating to the treatment of intellectual property rights
including SIF Returned Royalty Income in respect of Eligible SIF Projects.

Part D: PartD:—Procedure for issuing and revising the SIF Governance
Document

9.19.13 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 retbeless-than28-daysbe up to 28
days unless the Authority determines that a longer period is appropriate.



9.19.14 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 retbe lessthanup to 28 days:

unless the Authority determines that a longer period is appropriate.

9.19.15 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.

Part E: Governance of NIC legacy projects

9.19.16 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 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 9.20 Tender Support Activities in Onshore
Electricity Transmission

Introduction

9.20.1 The purpose of this condition is to place an obligation on the licensee to provide
such information and assistance as is reasonably required to the Delivery Body
in relation to an Onshore Transmission Tender Exercise.

9.20.2 Part A sets out obligations on the licensee in respect of supporting the Delivery
Body in an Onshore Transmission Tender Exercise. Part B sets out the scope,
contents, and governance arrangements for the Onshore Competition
Information Exchange Guidance.

Part A: Provision of information and assistance to the Delivery Body

9.20.3 The licensee must support the Delivery Body through participation in the
Onshore Competition Information Exchange Process in accordance with the
Onshore Competition Information Exchange Guidance.

9.20.4 Subject to paragraph 9.20.6 and upon request from the Delivery Body, in
accordance with the Onshore Competition Information Exchange Guidance, the
licensee must:



(a) provide such information relating to the licensee’s Transmission Area as is
reasonably required by the Delivery Body to prepare the tender
documentation for an Onshore Transmission Tender Exercise;

(b) respond to scheduled requests for information from the Delivery Body
during the Invitation to Tender Stage; and

(c) respond to reasonable requests for information from the Delivery Body
outside of those requested in accordance with paragraph 9.20.4(a) and (b).

9.20.5 For the avoidance of doubt, nothing in this condition requires, the licensee to:

(a) respond to any query it receives directly from a Bidder during an Onshore
Transmission Tender Exercise;

(b) disclose any information directly to any Bidder during an Onshore
Transmission Tender Exercise; or

(c) produce any documents or give any information which it could not be

compelled to produce or give in evidence in civil proceedings before a
court.

9.20.6 If the licensee wishes to dispute a request for information from the Delivery
Body under paragraph 9.20.69-20-4 the licensee must follow the dispute
process as set out in the Onshore Competition Information Exchange Guidance.

9.20.7 The licensee shall assist the Delivery Body, where appropriate, through the
facilitation of a site visit for Qualifying Bidders in accordance with the Onshore
Competition Information Exchange Guidance.

9.20.8 Ifthe licensee determines that the requested site visits by the Delivery Body
cannot be fulfilled, the licensee must as soon as reasonably practicable notify
the Delivery Body and the Authority.

Part B: Onshore Competition Information Exchange Guidance

9.20.9 The licensee must comply with the Onshore Competition Information Exchange
Guidance.

9.20.10 The Authority will issue and amend the Onshore Competition Information
Exchange Guidance by direction.

9.20.11 The Authority will publish the Onshore Competition Information Exchange
Guidance on the Authority’s Website.

9.20.12 The Onshore Competition Information Exchange Guidance will include, or make
provision for, the following matters:

(a) details of information related to the licensees’ Transmission Area required
to be provided in accordance with paragraph 9.20.4(a);

(b) the format (including templates) for responding to requests for information
in accordance with paragraphs 9.20.4(a) and 9.20.4(b);

(c) timescales for responding to scheduled information requests from the
Delivery Body in accordance with paragraph 9.20.4(b);



(d) the frequency with which and the expected timescales in an Onshore
Transmission Tender Exercise within which the licensee is required to
carry out the activities specified in Part A of this condition;

(e) the process for managing additional information requests from the Delivery
Body in accordance with paragraph 9.20.4(c);

(f) the process for managing information request disputes in accordance with
paragraph 9.20.6;

(g) the process for facilitating site visits in accordance with paragraph 9.20.7;
and

(h) processes in respect to the protection of Confidential Information.

9.20.13 Before issuing the Onshore Competition Information Exchange Guidance, the
Authority will publish on the Authority's Website:

(a) the text of the proposed Onshore Competition Information Exchange
Guidance;

(b) the reasons for the proposed Onshore Competition Information Exchange
Guidance; and

(c) a period during which representations on the proposed Onshore
Competition Information Exchange Guidance may be made, which will ret

beless-than28-daysbe up to 28 days unless the Authority determines that a
longer period is appropriate.

9.20.14 Before directing an amendment to the Onshore Competition Information
Exchange Guidance by direction, the Authority will publish on the Authority’s
Website:

(a) the text of the amended Onshore Competition Exchange Guidance;

(b) the date on which the Authority intends the amended Onshore Competition
Information Exchange Guidance will take effect;

(c) the reasons for the amendments to the Onshore Competition Information
Exchange Guidance; and

(d) a period during which representations on the amendments to the Onshore
Competition Information Exchange Guidance may be made, which will ret

beless-than28-daysbe up to 28 days unless the Authority determines that a
longer period is appropriate.

Special Condition 9.21 Conflict Mitigation Arrangements for
Onshore Transmission Tender Exercise

Introduction

9.21.1 The purpose of this condition is to require the licensee to put in place
arrangements to manage, and where applicable, mitigate potential conflicts of
interest in respect of an Onshore Transmission Tender Exercise.

9.21.2 Part A sets out the overarching obligations on the licensee when undertaking
Tender Support Activities. Part B sets out the employee restrictions and



Part A:
9.21.3

Part B:
9.21.4

9.21.5

9.21.6

9.21.7

9.21.8

separation requirements between the licensee and any Bidding Unit that will
apply when a licensee has established a Bidding Unit. Part C sets out the
obligations on the licensee to restrict the use of information that the licensee
has access to through its Tender Support Activities. Part D sets out the Conflict
Mitigation Statement the licensee must publish if it has established a Bidding
Unit, which (amongst other things) must comply with the Conflict Mitigation
Methodology issued by the Authority. Part E sets out requirements on the
licensee to conduct an external independent audit.

Conduct of the licensee when undertaking its Tender Support Activities

In performing its Tender Support Activities and at all times when the licensee
has established a Bidding Unit, the licensee must act in a manner intended to
ensure that neither the Bidding Unit, nor any Bidder, obtains an Unfair
Commercial Advantage.

Separation of the licensee and any Bidding Unit

Without prejudice to the licensee’s obligations under Standard Conditions B5
(Prohibition of cross-subsidies) and B6 (Restriction on Activity and Financial
Ring Fencing) and Special Conditions 9.17 (Prohibited Activities and Conduct of
the Transmission Business) and 9.18 (Business separation requirements and
compliance obligations), the licensee must conduct its Tender Support
Activities separately from any Bidding Unit in accordance with the
requirements set out in Part B of this condition.

The licensee must ensure the separation of management structures between
the licensee and any Bidding Unit up to, but not necessarily including, the board
of directors of an immediate parent company of the licensee.

The licensee must ensure that arrangements are in place which are effective in
restricting the access of:

(a) persons engaged in the management or operation of any Bidding Unit to
any parts of premises occupied by the network planning or project
development operations of the licensee; and

(b) persons engaged in the network planning or project development
operations of the licensee to any parts of premises occupied by any Bidding
Unit.

The licensee must ensure that the systems used for the recording, processing
and storage of information relating to, or derived from, the licensee performing
its Tender Support Activities, to which persons engaged in the management or
operation of the licensee have access, cannot be accessed by persons engaged in
the management or operation of any Bidding Unit.

The licensee must ensure that during the initial 14 weeks of the Invitation to
Tender Stage of an Onshore Transmission Tender Exercise:

(a) all persons involved in the activities within any Bidding Unit are prohibited
from transferring to the licensee; and



(b) all persons involved in the network planning or project development
operations of the licensee are prohibited from transferring to any Bidding
Unit.

9.21.9 With respect to Standard Conditions B5 (prohibition of cross-subsidies) and B6
(Restriction on Activity and Financial Ring Fencing), the licensee must ensure
that any assets related to an Onshore Transmission Tender Exercise are
separable from any other asset of the licensee.

9.21.10 The licensee must not use any Allowed Revenue to establish any Bidding Unit
or for any Bidding Unit activities in respect of an Onshore Transmission Tender
Exercise.

Part C: Restrictions on the use of information in connection with Tender
Support Activities

9.21.11 Any information held by the licensee relating to or deriving from its Tender
Support Activities is to be treated as Confidential Information for the purpose
of this condition and Special Condition 9.20 (Tender Support Activities in
Onshore Electricity Transmission:).

9.21.12 Except as prevideprovided for in paragraph 9.21.13, the licensee must not
disclose, authorise access to, or authorise use of Confidential Information to:

(a) any Bidder; and
(b) any Bidding Unit, including any employees, agents, contractors, consultants,
and advisers of the Bidding Unit.

9.21.13 The licensee may disclose or authorise access to or authorise the use of
Confidential Information as far as is necessary or appropriate in the
circumstances where:

(a) the disclosure of, access to, or use of the Confidential Information is
required or permitted by:

i. anyrequirement of a Competent Authority;

ii. the conditions of any licence granted or taking effect as if granted under
the Act or any document referred to in such a licence with which the
licensee is required by virtue of the Act or that licence to comply;

iii. paragraph 9.20.4 of Special Condition 9.20 (Tender Support Activities
in onshore electricity transmission;);

iv. the Electricity (Early-Model Competitive Tenders for Onshore
Transmission Licences) Regulations 2025;

v. any court or tribunal order;
vi. the performance of a statutory function;

vii. under the rules of the Electricity Arbitration Association or another
arbitral body; or

(b) the disclosure of, access to, or use of the Confidential Information is to
persons engaged in the provision of Shared Services, but only to the extent



necessary to allow those persons to perform their functions to support the
licensee in performing its Tender Support Activities.

Part D: Conflict Mitigation Statement and Conflict Mitigation Methodology

9.21.14 Where the licensee intends to participate in an Onshore Transmission Tender
Exercise as a Bidder through a Bidding Unit, before the Pre-Qualification Stage
commences, the licensee must:

(a) notify the Authority of its intention to bid; and

(b) prepare and submit a Conflict Mitigation Statement to the Authority for
approval.

9.21.15 A Conflict Mitigation Statement must:

(a) comply with the Conflict Mitigation Methodology published under
paragraph 9.21.20;

(b) address the following matters as described in the Conflict Mitigation
Methodology:
i.  separation of the licensee and the Bidding Unit;
ii. employee transfer restrictions;
ili. managerial separation;
iv. information sharing restrictions;
v. financial separation; and

vi. monitoring and reporting compliance including a Conflicts
Management Officer; and

(c) be approved and signed by a director of the licensee’s board of directors.

9.21.16 Following receipt of a Conflict Mitigation Statement, or an updated Conflict
Mitigation Statement in accordance with paragraph 9.21.17(c), the Authority
will either:

(a) approve the Conflict Mitigation Statement and notify the licensee of its
approval; or

(b) give a direction to the licensee on any parts of the Conflict Mitigation
Statement that require further development and provide a date by which
the licensee is required to submit a revision to the Authority for approval.

9.21.17 Following the Authority’s approval of the Conflict Mitigation Statement under
paragraph 9.21.16(a), the licensee must:

(a) unless the Authority otherwise consents or directs, comply with the
approved Conflict Mitigation Statement at all times during the Onshore
Transmission Tender Exercise;

(b) keep the Conflict Mitigation Statement under review and update it as
necessary, including when circumstances change such that the document no
longer secures compliance with this condition or when the Authority
directs, to ensure that it continues to be complete and accurate in all
material respects;



(c) where the licensee has updated the approved Conflict Mitigation Statement,
submit the updated Conflict Mitigation Statement to the Authority for
approval; and

(d) where the licensee notifies the Authority under paragraph 9.21.14(a) that it
intends to participate in an Onshore Transmission Tender Exercise as a
Bidder, implement the procedures and systems by which the licensee will
secure compliance with Part B of this condition, according to the timescales
set out in the approved Conflict Mitigation Statement.

9.21.18 The licensee must publish a copy of the approved Conflict Mitigation Statement
and, if applicable, each revision of it within 15 working days of the date of
approval by the Authority.

9.21.19 The Authority will issue and amend the Conflict Mitigation Methodology by
direction.

9.21.20 The Authority will publish the Conflict Mitigation Methodology on the
Authority’s Website.

9.21.21 The Conflict Mitigation Methodology will make provision about the
requirements and reporting framework of the Conflict Mitigation Statement.

9.21.22 Before directing that the Conflict Mitigation Methodology comes into effect, the
Authority will publish on the Authority's Website:

(a) the text of the proposed Conflict Mitigation Methodology;

(b) the reasons for the proposed date on which the Authority intends the
Conflict Mitigation Methodology to come into effect; and

(c) a period during which representations on the text of the proposed Conflict
Mitigation Methodology may be made, which will retbeless-than28
daysbe up to 28 days unless the Authority determines that a longer period
is appropriate.

9.21.23 Before directing an amendment to the Conflict Mitigation Methodology, the
Authority will publish on the Authority's Website:

(a) the text of the amended Conflict Mitigation Methodology;

(b) the date on which the Authority intends the amended Conflict Mitigation
Methodology to come into effect;

(c) the reasons for the amendments to the Conflict Mitigation Methodology;
and

(d) a period during which representations on the amendments to the Conflict
Mitigation Methodology may be made, which will retbeless-than28
daysbe up to 28 days unless the Authority determines that a longer period

is appropriate.




Part E: External Audit

9.21.24 The licensee must procure an external audit in the manner specified in the
Conflict Management Audit Terms of Reference to assess the licensee’s level of
compliance with the requirements in paragraph 9.21.15.

9.21.25 The licensee must ensure that, in respect to an external audit:

(a) the external audit is conducted by an independent person who is not
affiliated with the Bidding Unit or the licensee (which has the meaning
given in paragraph 1.8 of the Conflict Management Audit Terms of
Reference); and

(b) the licensee has complied with any requirements that have been specified
in respect to the appointment of that person in accordance with paragraphs
1.9-1.12 of the Conflict Management Audit Terms of Reference.

9.21.26 The licensee must ensure any external audit procured in accordance with
paragraph 9.21.24 complies with the Conflict Management Audit Terms of
Reference.

9.21.27 The Authority will issue and amend the Conflict Management Audit Terms of
Reference by direction.

9.21.28 The Authority will publish the Conflict Management Audit Terms of Reference
on the Authority’s Website.

9.21.29 The Conflict Management Audit Terms of Reference will include:

(a) the scope, objective and methodology of an external audit;
(b) findings, evidence to support findings, and impact of findings; and
(c) conclusions, recommendations, and actionable suggestions.

9.21.30 Before directing that the Conflict Management Audit Terms of Reference come
into effect, the Authority will publish on the Authority's Website:

(a) the text of the proposed Conflict Management Audit Terms of Reference;

(b) the date on which the Authority intends the Conflict Management Audit
Terms of Reference to come into effect; and

(c) a period during which representations on the text of the proposed Conflict
Management Audit Terms of Reference may be made, which will retbeless

than28-daysbe up to 28 days unless the Authority determines that a longer
period is appropriate.

9.21.31 Before directing an amendment to the Conflict Management Audit Terms of
Reference, the Authority will publish on the Authority's Website:

(a) the text of the amended Conflict Management Audit Terms of Reference;

(b) the date on which the Authority intends the amended Conflict Management
Audit Terms of Reference to come into effect;

(c) the reasons for the amendments to the Conflict Management Audit Terms of
Reference; and



(d) a period during which representations on the amendments to the Conflict
Management Audit Terms of Reference 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 9.22 CSNP Coordination

9.22.1 The effect of this condition is to set out obligations on the licensee to provide

information and assistance to the ISOP in relation to the development and
implementation of the CSNP and establish the CSNP Coordination Governance
Document.

9.22.2 This condition explains the process that the Authority will follow in issuing and
amending the CSNP Coordination Governance Document.

Part A: Provision of Information and Assistance to ISOP

9.22.3 The licensee must provide information to the ISOP regarding its assets during
the development and implementation of the CSNP, including;

(a) data on assets owned and operated by the licensee;

(b) asset condition information and site information; and
(c) planned programme of works and asset reservation or allocations.

9.22.4 The licensee must provide technical options for strengthening or upgrading the
electricity transmission network to the ISOP NESO-in its development and
implementation of the CSNP, including:

(a) modelling future supply and demand;

b) identifying of system requirements:

(c) estimating cost and justifying the technical options;




(d) estimating delivery date and its justifying the technical options;
(e) assessing of technical options proposed by the ISOP;

(f) providing relevant information relating to environmental, community and
planning requirements.

Part B: NP Coordination Governance Document

9.22.5 The licensee must comply with the CSNP Coordination Governance Document.

9.22.6 The Authority will issue and amend the CSNP Coordination Governance
Document by direction.

9.22.7 The Authority will publish the CSNP Coordination Governance Document on the
Authority’s Website.

9.22.8 The CSNP Coordination Governance Document will include the following:
(a) Roles and responsibilities of the licensee, the ISOP, and the Authority

pertaining to the monitoring of effective data transfer in the development of
the CSNP;

(b) Expected standards of data submission from the licensee for the
development of the CSNP; and

(c) Dispute resolution process where there is a disagreement between the

licensee and the ISOP relating to the ISOP’s performance report submitted
to the Authority.

9.22.9 Before issuing the CSNP Coordination Governance Document, the Authority will
publish on the Authority's Website:

(a) the text of the proposed CSNP Coordination Governance Document;
(b) the reasons for the proposed CSNP Coordination Governance Document;

and

(c) a period during which representations on the proposed CSNP Coordination

Governance Document may be made, which will net be u




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

9.22.10 Before directing an amendment to the CSNP Coordination Governance
Document, the Authority will publish on the Authority’s Website:

(a) the text of the amended CSNP Coordination Governance Document;

(b) the date on which the Authority intends the amended CSNP Coordination
Governance Document to take effect;

(c) the reasons for the amendments; and

(d) a period during which representations may be made on the amendments,
which will be up to 28 days unless the Authority determines that a longer
period is appropriate.

Special- Condition-9-22Special Condition 9.23 Termination of
the Operational Services Agreement-Agreement

Introduction

Introduction

92219.23.1 9221-The purpose of this condition is to set out the requirements on the
licensee in respect of termination of the Operational Services Agreement.

Part A: Part-A:-Termination of the Operational Services Agreement

9:22-29.23.2 922 2-Prior to the licensee exercising any termination right in respect of
the Operational Services Agreement, the licensee must first consult with the
Authority and comply with any direction given by the Authority as to whether
or not to exercise such termination right.

9:22-3-The licensee must as soon as reasonably practicable notify the Authority if it
proposes to make any change to the duration, term, termination rights or the
Authority's role as set out in the Operational Services Agreement (in whole or in part).
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