Appendix 2: Modifications to SPTL’s licence
to implement the BETTA proposals



NOTICE UNDER SECTION 11(2) OF THE
ELECTRICITY ACT 1989

The Gas and Electricity Markets Authority (the “Authority”) hereby gives notice pursuant to
Section 11(2) of the Electricity Act 1989 (the “Act”} as follows:

1.

The Authority proposes to modify the conditions of the transmission licence (“the
Transmission Licence”) treated as granted to SP Transmission Ltd (SPTL) under
Section 6(1)(b) of the Act by:

aj

modifying special licence condition J, to adjust the level of SPTL’s maximum
regulated transmission revenue to apply from 1 April 2005 and to introduce
further revenue adjustment factors which are necessary as a consequence of the
introduction of the British electricity trading and transmission arrangements
("BETTA"

modifying special licence condition |, to introduce a revenue adjustment factor
necessary as a conseguence of the introduction of rolling incentive
arrangements

introducing special licence condition )1 to provide for the provision of
information to the system operator

introducing special licence condition ]2 to provide for the licensee to prepare a
statement on the basis of transmission owner charges

introducing special licence condition |3 to provide for the determination of the
capital contribution repayment adjustment

modifying special licence condition L, to remove a reporting term not relevant
under the new price controls

introducing special licence condition L1 to provide for the reporting of capital
expenditure

introducing special licence condition L2 to provide for transmission losses
reporting

modifying special licence condition N, to reflect the termination of the revised
revenue restrictions on 371 March 2007

modifying Schedule A to the Transmission Licence to define those services
which are excluded services under BETTA and to reflect revised document
references,

introducing Schedule B to specify the values of certain revenue adjustment
factors in special licence condition |

modifying special licence condition | to insert new definitions which are
necessary and to remove existing definitions which are no longer necessary as a
result of the maodifications proposed above,

The modifications referred to in paragraph 1 are set out in Annex 1. The
amendments (which for the avoidance of doubt includes deletions), are marked
as against the relevant conditions of SPTL’s Transmission Licence as at 1



September 2004,

3. For the avoidance of doubt, no modifications are being proposed to any other
paragraphs of special conditions 1,),L,N or to 5chedule A. As such, nothing in these
proposed modifications alters the text of these paragraphs.

4. Respondents should note that on 22 February 2005 the Authority issued a separate
notice pursuant to section 11(2) of the Act relating to proposed modifications to
SPTL’s Transmission licence if the introduction of BETTA is significantly delayed
from thel April 2005 (“Second Notice”). The Second Notice should be considered
in conjunction with this Notice.

(|

Subject to the outcome of this statutory consultation, consideration of respondents’
views and the consent of SPTL being given, it is the intention of the Authority to
direct that these proposced modifications to have effect on and from 00:00 hours on
the BETTA go-live date, being the date which the Secretary of State indicates in a
direction shall be the BETTA go-live date.

6. The reasons why the Authority proposes to make these licence modifications have
been published by the Authority. The reasons are set out in a document entitled
“Transmission price controls and BETTA: Final proposals and impact assessment”!
and in associated consultations®.

7. In summary, the effect of the modifications referred to in paragraph 1 above is:

’ to adjust the maximum regulated transmission revenue of SPTL for 2005/6
and 2006/7 following the completion of a periodic review; and
. to further adjust the maximum regulated transmission revenue of SPTL as

necessary as a consequence of the introduction of BETTA.

8. Copics of the proposed licence madification and the documents referred to in
paragraph 6 are available (free of charge) from the Ofgem Library, 9 Millbank,
London SW1P 3GE (020 7901 7003) or on the Ofgem website
(www.ofgem.gov.uk).

9. Any representations or objections to the proposed licence modification should be
received by 5 pm on 22 March 2005 and sent to:

David Halldearn

' Transmission price controls and BETTA: Final proposals and impact assessment, Ofeem 279/04,
December 2004, The impuact assessment has heen re-published m February 2005.

“ Price controls and incentives under BETTA, An Ofgen/DTI consultation. Ofgem 130/03, October 2003
Review of transmission price controls from 2005: SP Fransmission Ltd, Scottish Hydro-Llectric
Transmission Ltd, Initial thoughts, Ofgem 32/04, March 2004

Transmission price controls and BETT'A: Update, Ofgem 107/04, May 2004

Transmission price controls and BETTA: Dratt Proposals, Ofeem 182/04, July 2004



Director, Scotland and Europe
Ofgem

9 Millbank

London

SWI1P 3GE

or by e-mail to BETTA.consultationresponse@ofgem.gov.uk marked ‘Transmission
price controls and BETTA: section 11 licence modifications’,

David Halldearn 22 February 2005
duly authorised on behalf of the Authority.



ANNEX 1T TO THE NOTICE UNDER SECTION 11(2) OF THE
ELECTRICITY ACT 1989 IN RESPECT OF SP TRANSMISSION LTD



Special Condition I: Definitions

In this conditton and in Special Conditions J to N and sebedute-A:Schedules A and B:

“wverpue charge-perreswhtted -t
Htii s e

"average specified rate”

" charge restriction conditions'

"excluded services"
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falls to be made.

means the British elecricily trading and

transoiis : which are
provided for in Chapter | of Part 3 of the
!:Qﬁlni &El -’Mﬁ

means Special Conditions [ to N inclusive
together with seheduleSchedules A and 3 to
this licence, as from time to time modified or
replaced in accordance with the provisions of
the Act.

means those services provided as part of the
transmission business which in accordance
with the principles set out in Part A of
Schedule A fall to be treated as excluded
services.
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“maximum regulated transmission

revenue”

"metered"

a

“network rates’

"notified value"

“outage change™

e cprbatenb b H Y R e

"regulated transmission revenue”

foreeas-at3H-Mareh- 20060

means the regulated transmission revenue of
the licensec calculated in accordance with the
formula contained in Special Condition J
(Restriction of Transmission Charges).
means in relation to any quantity of units of
electricity transmitted, as measurcd by a
meter installed for such purposc or (where no
such meter 1s installed) as otherwise
reasonably calculated.

means rates levied on transmission network
assets and excluding general and national

business rates and rates for water supply and

SCWErAYe SErvIiCes,

el N M

means, in relation to any term, such valuc as
the Secretary of State shall ascribe to that
term in a written notice given to the licensee
as soon as practicable after the date of grant
of this licence.

has the meaning given in Schedule A,
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retered ae vH-pata by on-leav-arethe
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means the revenue (measurcd on an accruats
basis) derived from the provision of
transmission awner services (including to any
separate business, other than the transmission
business) in the relevant year, after deduction
of value added tax (if any) and any other
taxes based directly on the amounts so

derived.



Upoibied pp b e

"relevant year”

"relevant vear t"

"relevant year t-1"

"transmission gwiel scrvices”

"unit”

HHeeHFE HH e Hiereardate deeprntiy
3Baigraiasspnn= st

means a financial year commencing on or
after | April 1990,

means that relevant year for the purposes of
which any calculation falls to be made.
means the relevant year preceding relevant
year t or, in respect of the period prior to 1
April 1990, the period of 12 calendar months
commencing on | April 1989; and similar
expressions shall be construed accordingly.
means all services provided as part of the
transmission business other than excluded
services.

means a kilowatt hour.



Special Condition J:, Restriction of transmission charges

Basic I'ormula

l Without prejudicc to Special Condition M (Allowance in respect of Security

costs), the licensee shall in setling 1ts charges for the provision of transmission

owner services use its best endeavours to secure that in any relevant year the

regulated trunsmission revenue shall not exceed the maximum regulated

transmission revenue calculated in accordance with the following formula:

TR, =R, - KK+ LF, £ EL, + Bl, + EC, + CC,+ AT, + IAAC,

wherc:

TR,

R,

means the maximum regulated transmission revenuc in relevant

year t; and

in relation to the relevant year commencing 1 April 2000 2003,
shall have a value equal to £+ 46-mibhon | 38,084,000 and in
relation to any subsequent relevant year the value of it shall be

derived from the following formula:

Re=Ry [ 1+ RPL Xq]
100

where

RPIl;  means the percentage change (whether of a positive or a
negative value) in the arithmetic average of the Retail
Pricc Index figures published or determined with
respect to each of the six months July to December
(inclusive) in relevant year t-1 and the arithmetic

average of the Retait Price Index tigures published or



KK'H

determined with respect to the same months in relevant

year {-2.

means 0.

means the correction factor (whether of a positive or
negative value) 1o be applied to the regulated
transmission revenue in relevant year t (subject to
paragraph 3 of Special Condition K (Restriction of
transmission charges: adjustments)) which factor-++o

he-derpvedasfollows:
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LF,

infnd

Fedhs—He s a R ar efaze—charge—perresnlated
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relevant-vents ddl 1s to be dertved from the following

formula:

KKy =( CRy.y - TRy (1 +1)

100

where:

CR;, means the regulated transmission revenue in relcvant

year 1-1.

TR.; means the maximum regulated transmission revenue in

relevant year t-1.

I mieans that interest rate in relevant year [ which is equal
to, where KK, (taking no account of I for this purpose)
has a positive value and CR, exceeds TR, by more
than 2 per cent, the average specified rate plus 4 or,
where KK, (taking no account of [ for this purposc) has
a negative value and CR,., does not excced TR, by

more than 2 per cent. the average specified rate.

for-thetenth-and preeedineyearsyshal-bereroundn
re—ehoserth and - b siBseguien relevamiyvear— s

derived {rom the following formula:

LF[ - LP{ - LAt t I\'lleq - \”{\\.



LP,

LA,

PF,

PIF,

where:

means an amount equal to the payments made by the
licensee, in the relevant year t, in accordance with its
obligations set out in Standard Licence Condition 4+
Hrrespeetoitheeleventhrelevantyear—payrents
e o e Bt Bt tbertiess ok Hhe
ofetleressor cornpaiy ol the heeree babdes i sospect ol
payAteRts-madeto-the-Director-benerab ot b leetretty
Stpphtder-the beence conditon-entitled "Payviment of
tees' i the Clererahon. drsnstiission and-Pabhe
Flectrreity-Supply Lacence of the predecessor

company-Ad (Pavments to the Authority).

is derived from the following formula:

LA, = PF,.PIF,

means, in respect of cach relevant year, the amount
given in the table appearing under that term in the pert
ef-Annex-A-to-Hus-Condtttenparagraph Bl of Schedule

B that applies to the licensee.

is derived from the following tormula:

R
N }PIF, .

PIF, :(H

where for the mnth

retevantyear commencing | April 2005 PII', equals 1.



NRA, = NRI.PIF,

NRF, means the amount specified for the relevant period L in

ELA, i ot of cach relevant vear, the amount

given in the table appearing under that term in
paragraph B6 of Schedule B that applies to the licensee.

Bl,  means the amount specified for t

GG s ount specified for the relevant pertod ¢ in
paragraph BS ol Schedule B,




quantity determined by the Authority calculated in accordance

bRS S B St S S S

with S_p:;:l;ial Condition I3,

2- {a) An income adjusting event in relevant vear t may arise from any of the

following

EA

i) apevent or circumstance constituling force majeure under the STC;

1) an event or circumstance resulting from an amendment to the STC not

allowed for in setting the allowed revenues of the licensee for the

relevant vear ; apd

i) an event or circumstance other than listed above which is, in the

opinion ol the Authority, an income adjusting event and is a
it as such in accordance with paragraph 4 of this licence condition

where the event or circumstance has, for relevant year t, increased or

decreased relevant costs and/or expenses by more than £1,000.000 (the
“STC threshold amount”),

{b) __ For the purpose of relevant vear t commencing on [ April 2005 and

ending on 31 March 2006, events or circumstances arising directly

from the upplcn__g,_ ation or otherwise of the [ollowing proposed

amendments (both the original and any alternative) listed 10 table |
below shall not qualify as an income adjusting event for the purpose of

Dﬁﬁl%ﬁllﬂl__-li_'é}_%lb_ﬂlﬂf

— e e




3. Notice of proposed income adjusting event

an provide supporting evidence
that, in respect of relevant vear t, there have been costs and/or expenses
Q&LMML by an income adjusting event, then

otice ol this even! to the Authority,
(b) A notice provided to the ' g Ive
articuls
and the reason(s) why the
licensee considers this event to be an income adjusting event;

(i) the amount of any change in costs and/or expenses that can be
demonstrated by the licensee to have been cause
the event and how the amount of these costs and/or expenses
has been calculated;

(iil).__the amount ol any LW
consequence ol Lhe !
adjustment has been calculated; and

(iv)  any other anal
lo he suflici the relevant parties
referred to in subparagraph 4(a) to fully assess the event (o
wli i ates.,

(¢) It the Authority considers that the analysis or information provided in

M&E@MLM_L_@W above M@M

tment that should be approved, the
_euﬁenw be supplemented



event shall be given as g |
teasonably practicable aﬁer the pccurrence of the income adjusting
event, and, in L_ﬂ:vgg; not later than three months after the end of the

relevant year in whi

(e)  The MMM@%MQQMH& any conlidential
income adjusting event follawing its

receipl,

(f) Any notic ggggglltt'&d Lo lhwﬂﬁm

sgnabi.;_f

ggg;;gggg would or m;g@; rious ly gmud uallg 4@[;;  the
interests of a person to which it relates: and

(1) the extent to which the disclosure of the information mentioned
in sub-paragraph 3(f)(i) is necessary for the purposes of
enabling the relevant parties to fully assess the event to which

4. The Authority's determination

_{a)  The Authority she

tation with the licensee and

such i iders desirable):

(i) whether any or all of the costs and/or expenses given in a notice
pursuant to paragraph 3{a) were caused or saved by an income
adjusting event;

i) whether the evenl or circumstance has increased or decreased

the relevant costs and/or expenses by more than the STC
threshold amount;



unt of the proposed ingome adjustment
Mndw

> same as (1l

_secuyre that effect; and

e amounts should apply,

. the allowed inc

(i) the value determined by the Authority under paragraph 4(a)
above; or

(i) ifthe Authority has not made a determination under paragraph
4ia) above within three months of the date on which notice of

the Authority, the

ting ev __‘:‘.:'iiiﬂm.‘!idﬁ@_‘.&ﬁliﬂ_ﬂmgm
Authority has, before the end of that three month period,
informed the ]LU:I‘[‘\EE that the Authority considers that the

ith paragraphs
3(b) and/or 3(c) is insufficient a e Authority 1o assess

whether an income adjusting event has occurred and/or the
amount ot anv allowed income adjusiment.

{c) [he Authority’s decision in relation to any notice given under
writing, shall be copied to the licensee and
shall be in the public domain.




The Authority may revoke ¢ come adjusting event
and allowed 1 [1l& with the consent of the i
following consultation with the licensee and relevant parties.

MMQJ__UI come adjusting evenl and allowed income
i the licensee and shall

shall be 1n writin

be in the public domain,



n-J

On or before | November of the relevant year (-}, the licensee shall notify the svstem
operator ol ils best estimates for the amounts TSP and TSPN, in respect of the relevant

year t, where;

ISP means an amount no more than TR, — Bl, - EXS,
TSPN, means an amount no more than B,
where EXS,  means the connection charges, if any, which are remunerated under

Special Condition ) in respect of connections made after the grant of
this licence and for the avoidance of doubt, such charges may include

charges for the operation and maintenance ol the relevant connection,

and where the aggregate of TSP, , TSPN, and EXS, is equivalent to the regulated

transmission revenue of the licensee in relevant vear t.

The licensee shall keep under review the estimates notified o the svstem operator
pursuant to paragraph 1 and, if gt any time, the licensee reasonably considers that the
from the estimales previously notified to the system operator, the licensee shall notify the
svstem operator of the updated values for TSPL or TSPNt as soon as reasonably

practicable.

By 30 April of each relevant year £, the licensee shall provide the Authority with a

statement showing the following:

a) the values of TSP, and TSPN, notilied o the system operator in the relevant year (-]

and the method of calcutation including the values for EXS, ;

b) the aggregate amounts of the licensee’s connection charges in relevant vear (-1 which
are remunerated under Special Condition I, identilying separately amounts in relation
to connections made prior o the grant of this licence and amounts in relation o

connections made after the grant of this licence:
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Suseial Condiciiin 22 Rl of traniuiis | -

L. The licensee shall as s er this licence has come into force
and, in any event, not later than such date as the Authority shall specify
W@ the Authority setti '

(a) for transmisston owner services:

(b} for connectipn to the lic system, such statement (o be
in such form ang M@M@g@ﬁﬁﬂﬂl be necessa
syslem operator to ;gggh; a reasonable estimate of the che which it
would becc i 1 the provision of such services, and (without prejudice
to the foregoing) including such of the information set out in paragraph 2 as is
required by such paragraph 1o be included in the relevant statement; and

2. The statement referred to in paragraph | shall in respect of connections to Lhe
licensee's transmission system include:

ving oul of works and
the provision and installation gi;ng;mlm;s_Qr electrical plant or
melers) ol significant cost liable to be required for the purpose of
Lnﬂ,ﬂﬁLllUfLId! gg;gg or exit points] to the licensee's transmission

syst Lfic charges mﬁwﬂ

icab E‘}.Im!:uu v

fa) ___aschedule listing those i

(b} the methods by which and the principles on which site specific
charges will be made in circumstances where the electric lines or
%.@&WMM%@M&: the licensee's discretion) of
greater size Or ca




(c) __the methods by which and the principles on which any charges
(including any capitalised ghgg, e) W ;11 g;_, made for maintenance,
replacement and rep:

meters provi

made for disconnection rom
removal of electrical plant, electric lines and ancillary meters following
disconnection; and

(¢)  such other matlers

lirections 1ssued by the

Authority from time to time for the purpose of this ¢
3. Site specilic charges f crred Lo in paragraph 2 shall be setata

level which

ecover,

(a)  the appropriate proportion of the costs directly or indirectly i
carrving out any works, 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 capi

4. Inaddition to, and without prejudice to, the licensee's obligations under
paragraph 1, the licensee shall, upon being directed to do so in directions
issued by the Authority from time to time for the purposes of this condition
and within such period as shall be specified in the directions, prepare a
statement or statements approved by the Authority providing that charges
{a) for transmission owner services;
(h) for connection to the licensee's lransmission system; and

(c) for outage changes



will be made on such basis as shall be specified in the directions and such
statement or statements shall be in such form and contain such detail as shall

be necessary 1o enable the system operator to make a reasonable estimate of
the charges to which it would become liable for the provision of such services
mw L@M.Mﬁu bing) including such information as shall be
. Each statement prepared in accordance with this
paragraph shall, with effect from the date on which it is approved by the
Authority or such later date as the Authority shall specify, replace
corresponding stile the licensee in accordance with
paragraph | or, as the case may be, this paragraph (as from time to time
revised in accordance with paragraph 5) which is in force at such date and the
licensee shall, with effect i@l such date make charges in accordance with the
statement (as from time to time revised in accordance with paragraph 5) which
has replaced such _mapﬂﬂ._di_ngﬂgﬁﬂsﬂ_L

The licensce may periodically revise the ;;gggmgg;s in accordance with
paragraphs | and 4 and shall ' year this license is in force
make any necessary revisions to such statements in order that the information
setout in the statements shall continue to be accurate in all material respects,

0. The licensee shall send a copv of the statements prepared in accordance with
paragraphs [ ¢ 1 of such statements in accordance with
paragraph 3, to the Authority. Each such revision shall require to be approved
by the Authority and shall not become effective until approved by the
Authority.

7. The licensee shall give or send a co stat repared in
accordance with paragraphs | and 4 or (as ;!;g case may be) of the latest
revision of such statemen 5 approved by the
Authority pursuant I U)MM‘QU__‘\Lm who requests a copy of

such statement or s t

1_.-

make a charge i

mh 7 of an amounl reflecti



providing such a statement which shall not exceed the maximum amount
specified in directions issued by the Authority fi s of this
i



Special Condition J3: Capital contribution repayment adjustment

1

In this Special Condition “capital ¢
repayment of contributions made mers in respect of the
provision of connections, such a repayment consequent on the ntroduction of
BETTA.

Qn or before [ November 2005 the licensee s

2. Ongrbefore 3] M

(a) the gross adjustme vant year L commencing on 1
April 2006 that would ensure that the financial position and
DSMMWNEF as is reasonably practicable,

ibution repayments had not been made

Mbﬂﬂﬂw 5 CCin relation to the years

commencing on | April 2003 and [ April 2006 had been zero;

and

(b) the net adjustments to TR, in thm%mmu
April 2006 being the gross ad
(a) Iess the aggregate of the amounts CC, specified in paragraph BS of
Schedule B in relation to the years commencing on I April 2005 and 1
April 2006 taking i ars in which such amounts apply.

in sub-paragraph

urnish to the Authority a capital

conlri b_m;wwb

{c) the values of CCAS, CCA6, CPCR, CCA, CCN, IF. 5,16
CCAS _ means in respect of the relevant vear commencing on | April

2005, the sum of the a D Lhe |
the system operator m respect of gggggg;;gg; o ;11 LLL;_hﬂ




E@im_JLAnd where the person connected to the licensee’s
annual payments for

the connection.

CCE 5 1 the reley L ye L’TM]EQEQQ_IQE* on | April

'Ei'dmmhh[ml SEQIQ[II g“;;g mg_: JICEHNEB

as m a-tdsw_ggiml
repayments and where the person connected (o the [icensee’s
1551 1 1o make annual payments for

CPCR__means the total amount of capital TR
when the price control was initially set. —

CCA _ means the total amount of capital repay - in relation
to connections Lo the licensee’s transmission system (excluding
interest payments on such capital repayments)

CCN_ means the sum of all capital payments made to the licensee by

the system operator in respect of connections where the
licensee has made capital repayments.

IE means the average annual rate o
Mpﬁﬂﬂle@gmxw_@wmﬁd over
the period 1 April 2003 to 31 March 2006 in respect of capital
repavments made after [ April 2005,

15 meaps the sum of all mwwwmhw_;a




nof & ; i made or accrued by the
licensee in the vear commencing | April 2006 in respect of
capilal reps after | April 20085,

(d) the licensee’s best estimate of the gross ad Lo TRy in the
relevant vear t commencing on | April 2006 that would ensure that the
financial position and performance of the licengee are, insofar as is
reasonahly practica if' the capital contributi
repayments had not been made and the aggregate of the amounts C'C,
in relation to the years commencing on L April 2005 and | April 2006
had been zero,

(e} the licensee’s best estimate of the net adjustments 1o TRy in the
relevant year t commencing on 1 April 2006 being the gross
adjustment as determined in sub-paragraph (b) less the agaregate of the
amounts CCin paragraph BS of Schedule B in relation to the years

commencing on 1 April 2005 and | April 2006 taking into account the
years in which such amounts applyv.

SP TRANSMISSION-LIMITE
3. The statement referred to in the preceding paragraph shall be accompanied by:

(a) audited statements that the costs pro he amounts repaid to
person connected to the licensee’s transmission system and represent
the portion of the value of the assets paid for by the person connected
to the licensee’s transmission system as pact of a connection agregment
between the pers ted to the licensee's transmission svstem
and the licensee approprate to the remaining useful life of the assets
and showing the method of calculation; and

200 - EO 200 muthions




Mﬁa———tﬂﬂﬁ mithens

{b) ¢ erson with authonty to do so on behalf of
the licensee that to the best of his knowledge, information and belicf,
i asonable enquiries, that the estimates provided under
paragraphs 2(bj and 2(c) include 42 pavments made and received in
relation to the repaym e 1ons,

tation with the licensee and such

ather persons as (L considers desirable):

(1) the actual amount of capital contribution repayments and any interest
in relation to capital contribution repayments;

{ii) the amount by which the actual agpgregate ame
repayments and the timing ol uwﬂm@ﬁ@iﬂmﬂk
mptions. apital contribution
repayments is £60,1 million (2002/3 prices) and that the assumed date of
repayments is | April 2003;

(iii)_the gross adjustment to TR, in the year t commencing on 1 April 2006
that would ensure that the financial position and performance of the
licensee are, insofar as is reasonably practicable, the same as if the capital
contribution repayments had not been made and no allowance had been
made for such repayments in TR ;

P,
(iv)_the net adjustment 1o TR, in the vear t commencing on | April 2006 being

the gross adjustment as determined in subparagraph (1i) less the aggregate
ol the amounts CC, in relation to the vears commencing on | April 2003
and 1 April 2006 taking into account the year in which such amounts



apply: and

(v) the relevant vears, if any. ove iwer_“ﬂ&_hitmgﬂmuumu calculated
in sub-paragraph (iv) should be pai se may be), and

the amounts (o apply in each relevant vear,

00— —— 8003 milions
2004402 - 009} -mitions
200203 — 008 T Hions
WEIOS ——  — _ £0.085 willions
(h) In relation to the relevant year |, the capital contribution repayment adjustment

(i) _the value determined by the Authority under subparagraph (a) (v); or

subsequentrelevant-years——E0-084mithons
(ii) in any other case, zero,



Special Condition K: Restriction of transmission charges: adjustments

No amendments are proposed to paragraphs 1-3 inclusive of this Special
Condition.

Nothing in this text alters the operation of this Special Condition.



Special Condition L: Information to be provided to the Authoritv in connection

with the charge restriction conditions

[ Where the licensee is intending to make any change in charges for the
provision of transmission owner services regulated under Special Condition J
(Restriction of transmission charges) , the licensec shall not later than the time

of publication of such changes provide the Authority with:

(1) a written forecast of the maximum regulated transmission revenuc,
together with its components, in respect of the relevant year t in which
such a change is to take effect and in respect of the next following

relevant year t+1: and

(11) a written estimate of the maximum regulated transmission revenue,
together with its components, in respect of the relevant year t-1
immediately preceding the relevant year in which the change is to take
effect unless a statement complying with paragraph 5 in respect of
relevant year t-1 has been furnished to the Authority before the

publication of the proposcd change.

(g

If within three months of the commencement ol any relevant year t the
licensee has not made any such change in charges as is referred to in
paragraph 1. the licensce shall provide the Authority with a written forecast of
the maximum regulated transmission revenue together with its components, n

respect of relevant year t.

3 Any forccast or estimate provided in accordance with paragraph 1 or 2 shall
be accompanied by such information as regards the assumptions underlying
the forecast or estimate as may be necessary to enable the Authority to be
satisfied that the forecast or estimate has been properly prepared on a

consistent basis.

4 Not later than six weeks aftcr the commencement of each relevant year t, the

[tcensee shall send to the Authority a statement as to:



6.

(b)

whether or not the provisions of Special Condition K (Restriction of
transmission charges: adjustments) arc likely to be applicable in
consequence of the regulated transmission revenue in the preceding

relevant year t-1 or the two preceding relevant years t-1 and t-2; and

its best estimate as to the relevant correction factor KK calculated in
accordance with the {ormula set out in Special Condition J (Restriction
of Transmission Charges) to be appliced in calculating the maximum

regulated transmission revenue in respect of relevant year t.

Not later than three months after the end of each relevant year the licensec

shall send to the Authority a statement, in respect ot that relevant year,

showing the specified items referred to in paragraph 7.

The statement referred to in the preceding paragraph shall be:

(1)

(b)

accompanied by a report from the Auditors that tn their opinion such
statement fairly presents each ot the specified items referred to in
paragraph 7 in accordance with the requirements of the charge
restriction conditions and that the amounts shown in respect ot each of
the specified ttems are in accordance with the licensee’s accounting
records which have been maintained in respect of the transniission
business in accordance with standard condition 2B1 (Regulatory

Aeesuntsaccounts ); and

certified by a director of the licensee on behalf of the licensee that to
the best of his knowledge, information and belict after having made all

rcasonable inquiries:

(1) there is no amount included in its calculations under Special
Condition J (Restriction of transmission charges) and Schedule
A which represents other than bona fide consideration for the

provision ol transmission pwner scrvices the revenue from



which is regulated under Special Conditions [ to N and

Schedule A

(11) no service has been treated as an excluded service other than a
service permitted to be so treated in accordance with Schedule

A;and
(i) no amount included in the revenues statcd in respect of
cxcluded services represents other than bona fide consideration

for the provision of the excluded service to which it relates,

The specified items to be shown in the statement referred to in paragraph 5

shall be the following:

e

) the regtated-g

{a)  [nolonger used]

(b) [no longer used]

(¢) the regulated transmission revenue;

(d) the nature of all services provided as part of the transmission busincss

and treated as excluded scrvices, together with a statement of the

revenues derived from cach service so treated:

(e) [no longer uscd]

() [no longer used]

(g) the details referred to in paragraph 5 of Special Condition M

{Allowances in respeet of security costs);



(h) the value of the term LF, together with the value of each of its
component parts, as detailed in paragraph | of special condition )

(Restriction of transmission charges); and

(11 such other items as shall be specified in directions 1ssued by the

Authority for the purposes of Special Conditions [ to N -

8. Where the Authority issues directions in accordance with paragraph 6
of Special Condition M (Allowances in respect of Securily costs ) or
paragraph 7 of Schedule A (Supplementary provisions of the charge
restriction  conditions), the licensee shall, if so required by the
Authority and within such period as the Authority shall specity, send to
the Authority a rcvised statement in substitution for the licensec’s
statement under paragraph 5 in respect of the relevant year in question

and such revised statement shall give eftect to such dircctions.



L &Mﬁwﬂfwmwgwm_uﬁ the price

o

control review inlormation of the licensee relating to the relevanl vear
commencin ceeeding relevant vear for the purposes set
outin paragraph 2.

Those purposes are;

{a) to ensure that the licensec maintains (and secures that any affiliate or related
undertaking of the licensee maintains) such accounting gggggg! other recor

cnsee to Preparc

Qgg submit price control review information re
ance with the requirements of this gggﬁ;;;gg,

ested in

(b} to facilitate any review or modification by the Authority to Special Conditions
[ to N together with Schedule A and B to this licence (*'a price control

't

therwise consents, the licensee must:

t for a period of not less than five vears such
accounting and other [amrdn d'-._]rh .t
so that the information s
ffororstion) of, or reasonably atibutable to, the Irunsimission business fs
separately Ldenluﬂw@@ of the licensee (and o

alfiliate or rel:
ol the [i

considers appropriate

‘price control review

(b) prepare a report, in a form approved by the Authority, which includes the price
control review infornmation, such price control review information to be



prepared on ; unting and other records specified
in subparagraph {a) in respect ol :&u,g ;glg vant vear,

Unless the Authority otherwise consents, on or before 31 July in the relevant vear
. the licensee shall provide the Authority wi sport specified in paragraph
3(b).

: / ti

Unless the Authority otherwise consents, price control review information
comprises the lollowing information related to. mmw
expected to be ;gggggggg by ;gg licensec in the lransmissi

carried on wil

{a) Project listings:

(1) alist of the projects on which expenditure is being incurred in relevant
year L
{ii) for each of the projects included in the lleg;ggggg d under QQQ paragraph
(1). the reason for including the project on.
system, including in terms of reliability, security
(b) for each of the projects listed in sul inlormation
(i) the expected completion date for the project;
(ii) the cost incurred prior to relevant vear ;
{iin)the costs ex; in relevant vear t;
(iv)the costs expected (o be | car t+1 and each subsequent

o]y I



(v) the type and quantity of the main {ransmission assets provided and the

capabilily

4

price on was set; and

reas (st of proj the specification

iew information in year

_ ing | April 2005, such proj
in relation to vea is

istof projects forecast when the
releva ic eview was carried oul; and

amounts reported in the regulatory accounts for relevant vear t



Special Condition L2: T ission | .

1. Onor before 30 Mav in the relevant
Authority a transmission losses reporl 11!
relevant years (-] and | Jmmgmm&@tﬂwww ;&ALL

(a) adescription of the methodology used by the lic

losses into account in the planning of mission systeny;
and
{b) a deseription of the actions taken or g!ggggg to be taken by the licensee

intended to reduce the leve sses on the licensee's
transmission system as compared to the level of transmissi
would otherwise arise had the relevant actions not been taken or planned to
be taken.

2 In pamgggh ans the units of electricity unaceounted

lon system measured as being the difference
tered on entry to the system and the units of
electricity metered on leaving the system,



Special Condition M.; Allowances in respect of security costs

No amendments are proposed to paragraphs 1-8 inclusive of this Special
Condition.

Nothing in this text alters the operation of this Special Condition.



Special Condition N: Duration of charge restriction conditions

L.

2

The charge restriction conditions shall apply so long as this licence continues
in force but shall cease to have effect (in whole or in part, as the casc may bc)
if the licensee delivers to the Authority a disapplication request madc in

accordance with paragraph 2 and:

(a) the Authority agreces in writing to the disapplication request; or

(b} their application {in whole or in part) is terminated by notice given by

the licensee in accordance with either paragraph 4 or paragraph 5.

A disapplication request pursuant to this Condition shall

(a) be in writing addressed to the Authority:

(b) specify the charge restriction conditions (or any part or parts thereof) to

which the request relates: and

(c) statc the date from which the licensee wishes the Authority to agree

that the specified charge restriction conditions shall cease to have effect.

Save where the Authority otherwise agrees, no disapplication following
delivery ol a disapplication request pursuant to this Condition shall have effect

earlier than the date which is the later of®

(a) the date being not less than 18 months after delivery of the

disapplication rcquest; and,

(b) 31 March 20052007

If the Authority has not made a reterence to the Competition Commission
under Section 12 of the Act relating to the modification of the charge
restriction conditions before the beginning of the period ot 12 months which

will end with the disapplication date. the licensee may deliver writlen noticc to



the Authority terminating the application of such of the charge restriction
conditions (or any part or parts thereof) as are specified in the disapplication

request with effect from the disapplication date or a later date.

If the Competition Commission makes a report on a reference made by the
Authority relating to the modification of the charge restriction conditions (or
any part or parts thereof) specificd in the disapplication request and such
report does not include a conclusion that the cessation of such transmission
charge restriction conditions, in whole or in part, operates or may be cxpected
to operate against the public interest, the [icensee may within 30 days aficr the
publication of the report by the Authority in accordance with Scction 13 of
the Act deliver to it written notice terminating the application of such charge
restriction conditions (or any part or parts thercof) with cffeet from the

disapplication date or a later date.



Schedule A: Supplementary Provisions of the Charge Restriction Conditions

Part A: I'xcluded services

[ There may be treated as excluded services provided by the transmission

business such services in respect of which charges are madec:
(a) which fall within paragraph 6; or
(b) which:

(1) do not fall within paragraph 2; and

(ii) may be determined by the licensee as falling under one of the

principles set out in paragraphs 3 to 5.

2. No service provided as part of the transmission business shall be treated as an
cxcluded service in so far as it relates to the provision of scrvices remunerated
under use-e-syster charges [Or ransmission owner services in accordance
with ¢ endibon DR of Part B o Chmrsesterbse of Syste id

Corpecton-to-System:Requirement-for-transpareneyspecial condition J2

(Basis of transmiission owner charges) including (without prejudice to the

foregoing):
HH Hhetrabeper ok electreity:
(1) the making available of transmission owner services

(i) the carrying out ot works tor the installation of clectric lines or
electrical plant taetothersise pavabletn-theformof
connecton eharzestfor the purpose of maintaining or
upgrading the licensce's transmission system (1ot other s

payvable 1n respect of connections Lo the heensees’ transmission

system];

(1ii)  the carrying out of works or the provision of maintcnance or
repair erotherservieesin relation to the licensees transmission
system for the purpose of enabling the licensee to comply with
standard condition #{LicenseesordB12 (System Owner

Iransmission Owner Code) and Speeial-onditontstandard

condition D3 (Transmission Systep-Securty-Standard-and



ld

QualityoFSepvieefSeotandisystem security standard and
quality of service), the Electricity SuppiySafety, Quality and
Continuity Regulations 1982002 or any regulations made
under Section 29 of the Act or any other enactment relating to
safety or standards applicablc in respect of the transmission

business ; and

(iv)  the provision, installation and maintenance of any meters,
switchgcar or other electrical plant ancillary to the srasneef e

etsestertmaking available of transmission owner services.

The wholc or an appropriate proportion (as the case may be) of the charges of
the type described in Conditan DX-ed ParH-Basis-odbharsestor Lse ol
Systern-and-Conpection-te-Systemgpecial condition J2 (Basis of transmission
owner charges) and borne by any person as connection charges in respect of

connections made after the grant of this licence and not remunerated as part of

the transmission owner services under Special condition | may be treated as
excluded services.

There may be treated as an excluded service charges tor the relocation of
electric lines or cleetrical plant and the carrying out of works associated

therewith pursuant to a statutory obligation (other than under Scetion 9(2) of

the Act) imposcd on the licensee.

There may with the approval of the Authority be trcated as an excluded

scrvice any service of a type not above referred to which:

(2) consists in the provision of services for the specific benetfit of'a third

party requesting the samc: and

(b) is not made available as a normal part of the transmission business

remunerated by-use-etsystem-eharges-under Special Condition J.
Services may be regarded as excluded services where the charges are:

{(a) the rental for transmission business asscts hosting fibre-optic

telecommunications systems and used by third parties; and



i —— tade o the-provtstorrrrbeapire s e ng olece o

any-past-of anyUparade:

———feb ——ta-deettsh | vdro-bectrreFramsmeeston Brnred or the pronsomod

ety e teapsferrtre-electrre e ot ho fred-Hearsrtissien

aren-to-the Secotbshnterconectm

fehi- tetheSeottish-Hvdro-bdecte T ransmeetor-rtedor the pron 5o
erbeapaetty e b lerre clectrrerty sotorty prtob He-Seatish

HIeFeo e LT Bpar-rori i Hperade:

—fet fintde forthe provistorobeapacttor bransferriag-elec ety aeroes

Hv-aterconnecten-betveen-Seotand-and-Noethernlreland.

(b))  the nel costs reasonably incutred by the licensee as a result of any

outage change,

Where the Authority is satisfied that, in light of the principles set out in
paragraphs 3 to 6 inclusive, any service treated as being or not being an
excluded service should not be so treated, the Authority shall issue directions
to that effect, and such service shall cease to be trcated as an excluded service
with effcet from the date of issue of such directions or (subject to paragraph 8
of Special Condition L (Information to be provided to the Authority in
connection with the charge restriction conditions)) such other date as may be

specified in the directions.

Schedule an “outage change™ is a change notified to the

For the purpose of this S

licensee by the svstem operator on or aller week 49 to the outage plan, as

updated from time to time in accordance with the STC, other than

(a) a change to the outage plan requested by the licensee (the “original

change™), and

(b) such changes notified to the licensee by the system operator which:




8A  Anyrevenuesr

8B For the purposes of paragraph 8, “oulage

i

i) the licensee and the system operalor agree are necessacy in order Lo
give effect to the original

1) where there is a failure to agree, the Authority determines are
necessary in order to give effect to the original change; and

(¢) without prejudice to subparagraphs (a) and | § ) the
outage plan notified to the licensee by the sys ¢
licensee and the system operalor agree is not an outage gi;gggg under this
licence condition (a “non-chargeable outage change™).

1see from the system operator in respect of a
non-charge: ae shall not be regarded as excluded service

rey is le.

same meanings as defined or used in the STC,

The charges referred to in paragraph 6(b) shall be those declared to the system
operator by the licensee and which are agreed by the system operator, or
where there is nM&i@e&MﬂLﬂm_he Authority following the
provision by the [i

request,



B For the purpose of paragraph Lo Specm.l Co

the relevant year ( shall

2005/6 £0
2006/7 £0
2007/8 £0 or such other amount as the Authority shall

determine.

2 For the purpyse of paragraph | of Special Condition J. the term NRF, 1n respect of
the relevant vear t shall be derived from the following table:

2005/6 £13,213,000
—2006/7 o £13,213.000
o S R, _£13,213,000 or such other amount as the
Authority shall determine
earlier years zero.
B3 For the purposes of paragraph | of Special Condition ], the term Bl in respect
of the relevant year t shall be derived from the following table
2005/0 £2,924 000
2006/7 £2,383,0(
2007/8 ___£0 or such other amount as the Authorily shall
_determine

earlier years zero.

B3A BlAListo|

_BIA, = ( BX - 4.874.000).P1Ft

where



BX means the tolal cost and/or expenses incurred by the licensee during the
MQ&M&MD_LM the purposes of implementing
cen éaljtlet:LLd_ngi_ﬂ._ﬂgg_um_hg__m_
years t 5o as to express the releva

rmined by Lhaﬁy._thﬂi.u
ofa BETTA implementation costs

stalement in accordance with paragraph B3B and such other information as the
Authority may reasonably request.

BiB ore 3 » 2006, the licensee shall furnish to the Authority a
BETTA implementation costs slalement containing:

icensee during the

(a) the total costs and/or expenses incured
period | April 2002 to 31 March 2006 for the purposes of
implementing BETTA;

(h) a breakdown of’ renses incurred by cost
catggory and within each cost category, whether the cost was an
internal or external cost;

() adeseription of cach cost category used in sub-paragraph (b);

(d) an explanation of how the types

relation to each cost calegory was necessary or expedient 19 [mph:mcnl.
BETTA; and

(e) where costs and/or expenses incurred have been apportioned between
the activities undertaken by the ]lbﬂﬂmmi‘:
implementing BETTA and other busi
apportionment, attribution a
EXPENSCS,

costs and/or



_ The statement referred to in the preceding paragraph shall be:

1) _in their opinion, the BETTA implementation costs statement fairly
presents the total costs and/or expenses incurred by the licensee

during the peried [ April 2002 10 31 March 2006 _for the purposes
ol implementing BETTA;

internal or external cost;

iv) the explanation of how the tvpes of costs and/or expenses incurred

in relation (o each cosl category was necessary or expedient Lo

v) _the basis a I'Iiililm_t_‘lj_lhi__l_l_fr.'lb.uli{lﬂ ;;mym,a,ﬁlucaimn_ of costs

i’ﬂtﬂ purposes of lf‘m]ﬂﬂl;ming Bi'"lT'T_'f_‘.\_._'dr_l_C_l_ .ﬁih_&‘f.. business

activities: and

B4 For the purpose of paragraph [ of Special Condition J, the term EC, in respect of
the relevant vear t shall be derived from the following table:
20035/6 £13.863,000

o 2006/7 £14,621.000, PIE,
200775




2005/6 £7.906,000

2006/7 £7,689.000.PF,

2007/8 £7,689,000.PIFt or such other amount as the Authority shall
determine

earlier years zero.

Ré For Ul tl],_ﬁ_iu,lrgl;&ﬁ ol paragraghgmwm.ﬂtm&

2005/6 £0
2006/7 ED
- 2ORTI% £0 or such other amount as the Authority shall

earlier years zero,






