
Electricity Act 1989 
Section 11 & Section 49A 

MODIFICATION OF THE DISTRIBUTION LICENCE OF NORTHERN ELECTRIC 
DISTRIBUTION LIMITED; AND 

NOTICE OF THE REASONS FOR 'THE DECISION TO MODIFY THE LICENCE 

Whereas - 

1. Northern Electric Distribution Limited (the 'licensee") is the holder of a 
distribution licence (the "licence") granted or treated as granted by the Gas and 
Electricity Markets Authority (the "Authority") under section 6(l)(c) of the 
Electricity Act 1989 (the "Act"). 

2. I n  accordance with section 11 of the Act the Authority gave notice on 20 
February 2007 (the "notice") proposing to make modifications to: 

a. Special Condition A1 (Definitions and interpretation); 

b. Special Condition A2 (Scope of the charge restriction conditions); and 

c. Special Condition F1 (Restriction of basic metering charges) of the licence, 

and requiring any objections or representations to the modifications to be made 
on or before 20 March 2007. 

3. I n  accordance with section 49A of the Act, the Authority's reasons for making the 
licence modifications are those stated in the notice (and the documents referred 
to in the notice) and in summary are to: 

a. amend the current asset-life adjustment mechanism in the prepayment meter 
(PPM) charge restrictions in Special Condition F1 in order to reduce the 
potential to distort incentives on both electricity suppliers and electricity 
distributors regarding the removal and replacement of prepayment meters, 
and to provide more certainty to the licensee and other electricity distributors 
regarding cost recovery; and 

b. add new, alter existing and omit redundant definitions and provisions to, in 
and from the licence in order to clarify the ongoing metering services 
obligations on the licensee and other electricity distributors after obligations 
regarding basic meter operation services and basic meter asset provision for 
new and replacement meters cease on 31 March 2007. 

4. I n  accordance with section l l ( 4 )  of the Act, the Authority sent notice of its 
intention to make the modifications to the Secretary of State and has not 
received a direction from the Secretary of State not to make any modifications. 

5. 'The licensee did not make any objection and has given its consent in writing to 
the modifications set out in the attached Schedule. 



6. By 20 March, the Authority received no objections and four representations in 
respect of the notice, including two suggesting minor drafting corrections and 
improvements to the proposed licence text; one suggesting that it was not 
necessary t o  allow electricity distributors to  recover a proportion of PPM stranded 
costs from electricity suppliers and their customers; and three suggesting that 
PPM stranding protection should be available regardless of the type of PPM 
technology installed, rather than being restricted to  cases of replacement with 
another legacy PPM technology (token, key or smartcard). 

7. Except where marked as confidential these representations are available free of 
charge on the Ofgem website (www.ofaem.aov.uk) and from the Ofgem library 
(telephone 020 7901 7003). 

8. The Authority has carefully considered all representations received in relation to 
the proposed modifications, and has accepted and reflected in the attached 
Schedule the minor drafting corrections and improvements suggested, but has 
not accepted the other representations (relating to recovery of stranded costs 
from consumers and the restriction of stranding protection to  cases where PPMs 
are replaced by legacy technology) as the Authority considers that the 
alternatives suggested would not provide regulatory certainty to the licensee and 
other electricity distributors in the first instance and would be detrimental to 
consumers in the second instance. 

Now therefore: 

I n  accordance with the powers contained in section l l ( 1 )  of the Act, the Authority 
hereby modifies the licence of Northern Electric Distribution Limited in the manner 
specified in the attached Schedule with effect on and from 1 April 2007. 

The Official Seal of the Gas and Electricity Markets Authority 
here affixed is authenticated by the signature of 

................................................... 
Philip Davies 
Duly Authorised on behalf of the Authority 30 March 2007 

http://www.ofgem.gov.uk/


Schedule 
 

MODIFICATION OF THE DISTRIBUTION LICENCE OF NORTHERN ELECTRIC 
DISTRIBUTION LIMITED 

 

 
 

SPECIAL CONDITION A1 – Definitions and interpretation 

1. Unless the context otherwise requires, words and expressions used in the standard 

conditions of this licence shall have the same meaning when used in these special 

conditions. 

 

2. Special conditions A2 to F1 shall apply to the licensee in respect of the 

distribution services area (as defined in standard condition 1(Definitions and 

interpretation)) of the licensee. 

 

3. Special condition G1 shall apply outside the distribution services area of the 

licensee. 

 

4. In special conditions A2 to G1: 

 

“allowed demand revenue” means:  

(a) in the relevant year commencing 1 April 

2005 and every subsequent relevant year, 

the revenue calculated in accordance 

with the formula set out in paragraph 3 of 

special condition B1 (Restriction of 

distribution charges: demand use of 

system charges); and 

(b) in any relevant year preceding 1 April 

2005, the revenue calculated by 



multiplying: 

(i) the maximum average charge per unit 

distributed (arising from the 

application of the formula set out in 

paragraph 1 of special condition B 

(Restriction of distribution charges), 

or in Scotland special condition C, of 

this licence in the form in which it 

was in force at 31 March 2005); and  

(ii) the regulated quantity distributed 

(calculated in accordance with 

special condition A (Definitions and 

interpretation), or in Scotland special 

condition B, of this licence in the 

form in which it was in force at 31 

March 2005). 

“allowed network generation 

revenue” 

(a) in the relevant year commencing 1 April 

2005 and every subsequent relevant year, 

means the revenue calculated in 

accordance with the formula set out in 

paragraph 2 of special condition D1 

(Restriction of distribution charges: 

generation use of system charges); and 

(b) in any relevant year preceding 1 April 

2005, shall take the value of zero. 

“allowed pass-through items” means the items referred to in special 

condition B2 (Restriction of distribution 

charges: allowed pass-through items). 



“average specified rate” means the average of the daily base rates of 

Barclays Bank plc current from time to time 

during the period in respect of which the 

calculation in question falls to be made. 

“base demand revenue” means the revenue calculated in accordance 

with the formula set out in paragraph 4 of 

special condition B1 (Restriction of 

distribution charges: demand use of system 

charges). 

“business rates” means:  

(a) in England and Wales, the rates payable 

by the licensee in respect of 

hereditaments on the Central Rating Lists 

(England and Wales) compiled under 

section 52 of the Local Government 

Finance Act 1988; and  

(b) in Scotland, the rates payable by the 

licensee in respect of any land and 

heritages on the Valuation Rolls 

compiled under the Local Government 

Scotland Act 1975, the Local 

Government etc (Scotland) Act 1994, or 

any legislation amending or replacing 

those enactments. 

“charge restriction conditions” means special conditions A2 to F1 inclusive 

as from time to time modified or replaced in 

accordance with the provisions of the Act. 

“combined allowed distribution means the total amount of allowed demand 

revenue and allowed network generation 



network revenue” revenue. 

“combined distribution network 

revenue” 

means the total amount of regulated demand 

revenue and network generation revenue. 

“demand customer” means, in relation to any energised or de-

energised exit point on the licensee’s 

distribution system for which there is a valid 

metering point administration number, the 

person who is taking, or is deemed to be 

taking, a supply of electricity through that 

exit point.  

“demand use of system charges” means charges levied by the licensee in 

accordance with paragraph 2 of standard 

condition 4A (Charges for Use of System) in 

respect of demand customers. 

“DG” for the purposes of special condition D2 only 

(Calculation of charge restriction adjustments 

arising from the incentive schemes for 

distributed generation and registered power 

zones), and whether on its own or as part of 

another defined term, means distributed 

generation. 

“directly connected” in relation to any premises, means so 

connected to the licensee’s distribution 

system that the final connection to the 

premises is from that system (and “indirectly 

connected” means other than directly 

connected). 

“distribution charges” means charges levied by the licensee in 



respect of the provision of distribution 

services. 

“distributed generation” means an installation comprising any plant or 

apparatus for the production of electricity 

which is directly connected to the licensee’s 

distribution system or is connected to that 

system through one or more independent or 

private networks (other than through an 

onshore transmission system) directly 

connected to it. 

“distribution losses” means the amount, in units, being the 

difference between the units entering the 

licensee’s distribution system and the units 

distributed. 

“distribution services” means all services provided by the licensee 

as part of its distribution business other than 

excluded services. 

“distribution unit category” means (as the case may be) HV units or LV1 

units or LV2 units or LV3 units. 

“EHV premises”  means: 

(a) in relation to premises connected to the 

licensee’s distribution system at 31 

March 2005, those EHV premises which 

would, had this licence continued in the 

form in which it was in force on 31 

March 2005, have been notified in 

writing to the Authority by the licensee 

by 31 July 2005 in accordance with 

paragraph 9 of special condition D 



(Information to be provided to the 

Authority in connection with the charge 

restriction conditions), or in Scotland 

special condition E of that Licence; and 

(b) in relation to premises connected to the 

licensee’s distribution system which are 

either first connected or (having been 

previously connected) have had their 

connection materially altered on or after 

1 April 2005, those premises which are 

so connected at a voltage of 22 kilovolts 

or greater, or at a substation with a 

primary voltage of 66 kilovolts or higher. 

“EHV units” means units distributed by the licensee which 

are transported to EHV premises. 

“entry point” means a point at which units, whether 

metered or unmetered, enter the licensee’s 

distribution system. 

“excluded services” means those services provided by the 

licensee as part of its distribution business 

which, in accordance with special condition 

A2 (Scope of the charge restriction 

conditions), fall to be treated as excluded 

services. 

“exit point” means a point at which units, whether 

metered or unmetered, leave the licensee’s 

distribution system (and, for the avoidance of 

doubt, includes a point of connection to the 

licensee’s distribution system).  



“generation use of system charges” means charges levied by the licensee in 

accordance with paragraph 2 of standard 

condition 4A (Charges for Use of System) in 

respect of distributed generation. 

“HV units” means units (other than EHV units) 

distributed by the licensee which are 

delivered to exit points on the licensee’s 

distribution system at a voltage of 1000 volts 

or greater. 

“incentive payment” means an adjustment to allowed revenues, 

whether allowed demand revenue or allowed 

network generation revenue, representing the 

penalty or reward in respect of the licensee’s 

performance against the incentive schemes. 

“incentive schemes” means the arrangements set out in special 

conditions C1, C2, C3 and D2 for adjusting 

allowed demand revenue and allowed 

network generation revenue in respect of the 

licensee’s performance under those schemes. 

“legacy basic meter asset provision 

charges”  

means the charges levied by the licensee for 

legacy basic meter asset provision in 

accordance with paragraph 3 of standard 

condition 36C (Basis of Charges for Legacy 

Basic Meter Asset Provision and the 

Provision of Data Services: Requirements for 

Transparency). 

“LV units” means units distributed by the licensee to exit 

points on the licensee’s distribution system at 

a voltage of less than 1000 volts. 



“LV1 units” means LV units which are distributed by the 

licensee outside off-peak periods:  

(a) to domestic premises or small premises 

(other than domestic premises); and 

(b) in respect of which, the appropriate 

demand use of system charges apply 

different rates in off-peak periods as 

opposed to other times of day (and, for 

the avoidance of doubt, such charges 

include all those specified as falling 

within the LV1 category in the 

statements provided by the licensee in 

accordance with paragraphs 7 and 8 of 

special condition E1 (Restriction of 

distribution charges: supplementary 

restrictions)). 

“LV2 units” means LV units which are distributed by the 

licensee during off-peak periods to domestic 

premises or small premises (other than 

domestic premises) where the appropriate 

demand use of system charges are restricted 

to apply to specified off-peak periods(and, 

for the avoidance of doubt, such charges 

include all those items specified as falling 

within the LV2 category in the statements 

provided by the licensee in accordance with 

paragraphs 7 and 8 of special condition E1 

(Restriction of distribution charges: 

supplementary restrictions)). 



“LV3 units” means LV units other than LV1 and LV2 

units, for the avoidance of doubt including 

units distributed under the use of system 

charges specified as falling within the LV3 

category in the statements provided by the 

licensee in accordance with paragraphs 7 and 

8 of special condition E1 (Restriction of 

distribution charges: supplementary 

restrictions). 

“metered” means, in relation to any quantity of 

electricity distributed, as measured by a 

meter installed for such purpose. 

“network generation revenue” means the revenue (measured on an accruals 

basis) derived by the licensee from 

generation use of system charges made for 

the provision of distribution services to 

owners or operators of distributed generation 

in the relevant year, after deduction of: 

 (a)   an amount equal to such part of the total 

amount payable in that relevant year to 

the transmission licensee (measured on 

an accruals basis) in respect of 

transmission connection point charges, 

transmission use of system charges and 

remote transmission asset rentals, and 

which has been recovered from 

distribution system users in that relevant 

year by the licensee in its generation use 

of system charges, as falls to be 

attributed to those users in that relevant 



year;  

 (b)   an amount equal to such part of the total 

amount payable in that relevant year to 

another authorised distributor (measured 

on an accruals basis) in respect of 

charges for the transportation of units 

from that person's network, and which 

would otherwise be included in network 

generation revenue by reason of being 

recovered from distribution system users 

in that relevant year by the licensee in its 

generation use of system charges, as falls 

to be attributed to those users in that 

relevant year; and  

 (c) value added tax (if any) and any other 

taxes based directly on the amounts so 

derived,  

and, for the avoidance of doubt, network 

unavailability rebates or payments shall be 

treated as a cost and not a reduction in 

network generation revenue. 

“price control review date” means the date from which modifications to 

the charge restriction conditions have effect: 

(a) whether before or after the date upon 

which the modifications are made; 

(b) whether or not the same modifications 

are made in respect of each licensee; and 

(c) where such modifications have been 

proposed by the Authority following a 



review by the Authority of the charge 

restriction conditions (or that part or 

parts to which the modifications relate) 

in relation to all distribution services 

providers. 

“quality of service rigs” for the purposes of special condition C2 only 

(Calculation of charge restriction adjustments 

arising from performance in respect of 

quality of service), means the regulatory 

instructions and guidance in force under 

standard condition 49 (Quality of Service 

Incentive Scheme and Associated 

Information). 

“registered power zone” 

 

 

means an area which comprises a collection 

of contiguously connected distribution 

system assets having one or more terminal 

points together describing in full the 

boundary of that area with the licensee’s 

distribution system and which has been 

registered by the Authority as a registered 

power zone in accordance with special 

condition D2 (Calculation of charge 

restriction adjustments arising from the 

incentive schemes for distributed generation 

and registered power zones). 

“regulated demand revenue” means the revenue (measured on an accruals 

basis) derived by the licensee from demand 

use of system charges made for the provision 

of distribution services to demand customers 

in the relevant year, after deduction of: 



 (a)   an amount equal to such part of the total 

amount payable in that relevant year to 

the transmission licensee (measured on 

an accruals basis) in respect of 

transmission connection point charges, 

transmission use of system charges and 

remote transmission asset rentals, and 

which has been recovered from 

distribution system users in that relevant 

year by the licensee in its demand use of 

system charges, as falls to be attributed 

to those users in that relevant year;  

 (b)   an amount equal to such part of the total 

amount payable in that relevant year to 

another authorised distributor (measured 

on an accruals basis) in respect of 

charges in respect of units transported 

from that person's network, and which 

would otherwise be included in regulated 

demand revenue by reason of being 

recovered from distribution system users 

in that relevant year by the licensee in its 

demand use of system charges, as falls to 

be attributed to those users in that 

relevant year; and  

 (c) value added tax (if any) and any other 

taxes based directly on the amounts so 

derived. 

“relevant year” means a financial year commencing on or 

after 1 April 1990. 



“relevant year t” means that relevant year for the purposes of 

which any calculation falls to be made under 

the charge restriction conditions. 

“relevant year t-1” means the relevant year immediately 

preceding relevant year t and similar 

expressions shall be construed accordingly. 

“remote transmission asset rental”  means any rent or other periodic payment 

payable by the licensee to a transmission 

licensee in respect of remote transmission 

assets forming part of the licensee’s 

distribution system.  

“Retail Price Index” means the general index of retail prices 

published by the Office for National 

Statistics each month in respect of all items 

or: 

(a) if the index in respect of any month 

relevant for the purposes of the charge 

restriction conditions has not been 

published on or before the last day of 

February, such price index as the 

Authority may, after consultation with all 

holders of a licence in which the charge 

restriction conditions have effect, 

determine to be appropriate; or 

(b) if there is a material change in the basis 

of the index, such index as the Authority 

may, after consultation with all holders 

of a licence in which the charge 

restriction conditions have effect, 



determine to be appropriate. 

“RPZ” for the purposes of special condition D2 only 

(Calculation of charge restriction adjustments 

arising from the incentive schemes for 

distributed generation and registered power 

zones), and whether on its own or as part of 

another defined term, means registered power 

zone. 

“small premises” means premises at which a supply of 

electricity is taken through a non-half-hourly 

meter, whether for domestic or non-domestic 

purposes. 

“transmission licensee” means the holder of a licence granted or 

treated as granted under section 6(1)(b) of the 

Act. 

“transmission connection point 

charges” 

means charges which are levied by a 

transmission licensee as connection charges 

by direct reference to the number or nature of 

the connections between the licensee’s 

distribution system and the transmission 

system of that transmission licensee and 

which are payable by the licensee.  

“transmission use of system charges” means charges which are levied by a 

transmission licensee as use of system 

charges by direct reference to the export of 

electricity from the licensee’s distribution 

system to the transmission system of that 

transmission licensee and which are payable 

by the licensee. 



“unit”  means a kilowatt hour. 

“units distributed”  means the aggregate quantity of units 

distributed by the licensee through its 

distribution system in relevant year t as 

measured on leaving that system, whether 

metered or unmetered. 

“unmetered” in relation to any quantity of electricity 

entering or leaving the licensee’s distribution 

system that is not measured by metering 

equipment, refers to the quantity estimated as 

so doing. 

 

5. Any reference in these special conditions to: 

(a) a provision thereof; 

(b) a provision of the standard conditions of electricity distribution licences; 

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

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

(e) a provision of the standard conditions of electricity transmission licences, 

 

shall, 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. 

6. Except where the context otherwise requires: 

(a) any reference in a special condition to a numbered paragraph or appendix (in 

each case with or without a letter) or to an annex identified by a letter is a 

reference to the paragraph, appendix or annex bearing that number or (as the 



case may be) that letter in the special condition in which the reference occurs; 

and 

(b) any reference in a special condition to a paragraph is a reference to a 

paragraph of that special condition and any reference to a sub-paragraph is a 

reference to a sub-paragraph of that paragraph. 



SPECIAL CONDITION A2 – Scope of the charge restriction conditions  

1. The purpose of this condition is to set out the basis on which services provided by 

the licensee may be treated as excluded services. 

 

2. Excluded services are those services provided by the licensee as part of its 

distribution business in respect of which such charges as are or may be levied may 

be treated as falling outside the scope of the charge restrictions otherwise imposed 

by or under this licence.  

 

3. Subject to paragraph 4, the services which by virtue of this condition are excluded 

services for the purposes of the charge restriction conditions are those set out in 

Appendix 1 below (which is part of this condition). 

 

4. No service provided by the licensee, within its distribution services area, as part of 

its distribution business may be treated as an excluded service insofar as it 

consists of the provision of services remunerated: 

 

(a) under charges made for the use of system in accordance with paragraph 2 

of standard condition 4A (Charges for Use of System);  

(b) under charges made for legacy basic meter asset provision and the 

provision of data services in accordance with paragraph 1 of standard 

condition 36C (Basis of Charges for Legacy Basic Meter Asset Provision 

and the Provision of Data Services: Requirements for Transparency); or 

(c) under charges made for the provision of metering point administration 

services in accordance with paragraph 2 of standard condition 14A (Basis 

of Charges for Metering Point Administration Services: Requirements for 

Transparency). 

 

5. Where the Authority, following consultation with the licensee and having 

particular regard to paragraph 4 and the matters set out in Appendix 1, is satisfied 



that any service treated by the licensee as an excluded service should not be so 

treated, it may issue a direction to that effect. 

 

6. Where a direction is issued under paragraph 5, the service or services specified in 

the direction shall cease to be treated as excluded services by the licensee from the 

date of issue of the direction or such other date as may be specified therein.       

 

  



Appendix 1:  Excluded services  

 

ES1. The service consisting of the distribution of units: 

  

(a) to EHV premises that were not connected to the licensee’s distribution system 

before 1 April 2005; or 

(b) to premises connected before 1 April 2005 that become EHV premises by 

virtue of having their connection materially altered, subject to the licensee’s 

agreeing with the Authority an appropriate offsetting adjustment to the value 

of PU or PE (being the amount set against that term in the part of Annex A of 

special condition B1 (Restriction of distribution charges: demand use of 

system charges) that applies to the licensee) as appropriate. 

 

ES2. The service consisting of the carrying out of works for the provision, installation, 

operation, repair or maintenance of electric lines or other electrical plant, but only 

insofar as such service is not remunerated through use of system charges or under 

charges made for legacy basic meter asset provision and the provision of data 

services in accordance with paragraph 1 of standard condition 36C (Basis of 

Charges for Legacy Basic Meter Asset Provision and the Provision of Data 

Services: Requirements for Transparency) or under charges made for the 

provision within its distribution services area of metering point administration 

services in accordance with paragraph 2 of standard condition 14A (Basis of 

Charges for Metering Point Administration Services: Requirements for 

Transparency). 

 

ES3. The service consisting of the provision of any revenue protection services 

pursuant to the terms of an agreement for use of system. 

 

ES4. The service consisting of the provision of any statement or report pursuant to: 

 

(a) paragraph 7 of standard condition 4 (Use of System Charging Methodology); 



(b) paragraph 8 of standard condition 4A (Charges for Use of System);   

(c) paragraph 13 or 15 of standard condition 4B (Connection Charging 

Methodology); 

(d) paragraph 7 of standard condition 14A (Basis of Charges for Metering Point 

Administration Services: Requirements for Transparency); or 

(e) paragraph 7 of standard condition 36C (Basis of Charges for Legacy Basic 

Meter Asset Provision and the Provision of Data Services: Requirements for 

Transparency). 

 

ES5. The service consisting of the relocation of electric lines or electrical plant 

(including the carrying out of any works associated therewith) pursuant to any 

statutory obligation (other than under section 9(1) or section 16 of the Act) 

imposed on the licensee.  

 

ES6. The service consisting of the moving of any electric lines, electrical plant or 

meters forming part of the licensee’s distribution system to accommodate the 

extension, redesign or redevelopment of any premises on which the same are 

located or to which they are connected. 

 

ES7. The service consisting of the provision of electric lines and electrical plant insofar 

as the same are required: 

  

(a) for the specific purpose of enabling the provision of top-up or standby 

supplies or sales of electricity; or  

(b) to provide a higher degree of security than is required for the purposes of 

complying with paragraph 1 of standard condition 5 (Distribution System 

Planning Standard and Quality of Service). 

 

ES8. The service consisting of the transportation of reactive energy to premises with a 

power factor of less than 0.95, but only insofar as the charges for such services 



reflect the costs imposed on the licensee and are levied on the basis of the metered 

value of kVAr or kVArh transported to such premises. 

 

ES9. Any other service in relation to use of the licensee’s distribution system insofar as 

it consists of the provision of a service (including electric lines or electrical plant) 

which is for the specific benefit of any third party who requests it and which is not 

made available by the licensee as a normal part of its distribution business within 

its distribution services area remunerated by use of system charges, or under 

charges made for legacy basic meter asset provision and the provision of data 

services in accordance with paragraph 1 of standard condition 36C (Basis of 

Charges for Legacy Basic Meter Asset Provision and the Provision of Data 

Services: Requirements for Transparency), or under any other charge in respect of 

the excluded services set out in paragraphs ES1 to ES8 and paragraph ES10. 

 

ES10. Any provision of a metering service other than legacy basic meter asset provision 

(as set out at paragraph 3 of standard condition 36 (Requirement to Offer Terms 

for Legacy Basic Meter Asset Provision) ), which is not remunerated by use of 

system charges or under any other charge in respect of an excluded service set out 

in paragraphs ES1 to ES9. 



 

SPECIAL CONDITION F1 – Restriction of charges for legacy basic meter 

asset provision  

1. The purposes of this condition are to establish the restrictions on charges for legacy 

basic meter asset provision by the licensee and to set out the obligations of the 

licensee in respect of those restrictions. 

 

Part A: Legacy basic meter asset provision 

 

2. The licensee shall, in setting charges for legacy basic meter asset provision in 

accordance with standard condition 36 (Requirement to Offer Terms for Legacy Basic 

Meter Asset Provision), ensure that those charges do not exceed the limits imposed by 

paragraphs 3 to 7. 

 

Restraints on charges for single-phase single-rate credit meters  

 

3. The licensee shall, in setting charges for the provision of a single-phase single-rate 

credit meter, ensure that the total charge is at no time greater than the value derived 

from the following formula: 

 

ttt AFPITSRCM +×= 12.1£  

 

 where: 

 

 SRCMt is the maximum amount that the licensee may charge for the provision of a 

single-phase single-rate credit meter in the relevant year t. 

 

 PITt  shall be the value determined in accordance with paragraph 9 

 



 AFt  is the adjustment factor and shall take the value determined in accordance 

with Part B of this condition. 

 

 

Restraints on charges for single-rate token prepayment meters  

 

4. The licensee shall, in setting charges for the provision of a single-rate token pre-

payment meter, ensure that the total charge is at no time greater than the value 

derived from the following formula: 
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 where: 

 

 TPPMt is the maximum amount that the licensee may charge for the 

provision of a single-rate token prepayment meter in the relevant 

year t. 

 

 TPPMAV means the modern equivalent asset value of a single-rate token pre-

payment meter and shall take the value of £59.00. 

 

 LTt is the current expected life of a single-rate token prepayment meter 

and shall take the value of 9.72. 

 

 LTWt is the value of LTt rounded down to the nearest integer and shall 

take the value of 9.00  

 

 PITt  shall be the value determined in accordance with paragraph 9. 

 



 AFt is the adjustment factor and shall take the value determined in 

accordance with Part B of this condition. 

 

 

 

Restraints on charges for single-rate key prepayment meters 

 

5. The licensee shall, in setting charges for the provision of a single-rate key prepayment 

meter, ensure that the total charge is at no time greater than the value derived from 

the following formula: 
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where: 

 

KPPMt is the maximum amount that the licensee may charge for the provision of a 

single-rate key prepayment meter in the relevant year t. 

 

KPPMAV means the modern equivalent asset value of a single-rate key prepayment 

meter and shall take the value of £60.31. 

 

LKt  is the current expected life of a single-rate key prepayment meter, and 

shall take the value of 9.34. 

 

LKWt is the value of LKt rounded down to the nearest integer and shall take the 

value of 9.00. 

 

PITt  shall be the value determined in accordance with paragraph 9. 

 



AFt  is the adjustment factor and shall take the value determined in accordance 

with Part B of this condition. 

 

Restraints on charges for single-rate smartcard prepayment meters 

 

6. The licensee shall, in setting charges for the provision of a single-rate smartcard 

prepayment meter, ensure that the total charge is at no time greater than the value 

derived from the following formula: 
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where: 

 

SPPMt is the maximum amount that the licensee may charge for the provision of a 

single-rate smartcard prepayment meter in the relevant year t. 

 

SPPMAV  means the modern equivalent asset value of a single-rate smartcard 

prepayment meter and shall take the value of £62.77. 

 

LSt  is the current expected life of a single-rate smartcard prepayment meter, 

and shall take the value of 7.00. 

 

LSWt is the value of LSt rounded down to the nearest integer and shall take the 

value of 7.00. 

 

PITt  shall be the value determined in accordance with paragraph 9. 

 

AFt is the adjustment factor and shall take the value determined in accordance 

with Part B of this condition. 

 



Restraints on charges for all other types of meter provided under standard 

condition 36 (Requirement to Offer Terms for Legacy Basic Meter Asset 

Provision)  

 

7. The licensee shall, in setting charges for the provision of types of meter under 

standard condition 36 (Requirement to Offer Terms for Legacy Basic Meter Asset 

Provision) other than those covered by paragraphs 3 to 6, ensure that the total charge 

for such provision is at no time greater than the value derived from the following 

formula: 
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where:  

 

MAPPC is the maximum amount that the licensee may charge for the provision of 

types of meter other than those covered by paragraphs 3 to 6 in the 

relevant year t. 

 

MEAPi  is the modern equivalent asset purchase price of the meter type i as at 1 

June 2003 or the nearest determinable date after 1 June 2003.   

 

ELAi is the current expected economic life of the meter type i 

 

PITt  shall take the value determined in accordance with paragraph 9. 

 

 AFt  is the adjustment factor and shall take the value determined in accordance 

with Part B of this condition. 

 



8. The following types of meter shall (without limitation and subject to the right of the 

licensee to sub-divide any such type in order to facilitate cost-reflective charging) 

constitute those which are covered by the provisions of paragraph 7: 

 

(a) multi-rate single-phase credit meters; 

(b) multi-rate single-phase prepayment meters; 

(c) poly-phase single-rate whole current meters; 

(d) poly-phase multi-rate whole current meters; and 

(e) non-half hourly current transformer meters. 

 

9. For the purposes of paragraphs 3 to 7, the price index adjustment (PIT) shall be 

calculated as follows: 
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where:  

 

PITt   in the relevant year commencing 1 April 2002 shall take the value of 1. 

 

RPIt  is determined in accordance with paragraph 4 of special condition B1 

(Restriction of distribution charges: demand use of system charges). 

 

 

Part B: Determination of the adjustment factor 

  

10. For the purposes of paragraphs 4 to 7, where the licensee considers that the expected 

asset life of: 

 

(a) a token prepayment meter (whether single-rate or multi-rate); 

(b) a key prepayment meter (whether single-rate or multi-rate); or 



(c) a smartcard prepayment meter (whether single-rate or multi-rate); 

 

has, as the result of a supplier decision to replace one of the prepayment meter 

technologies specified in (a) to (c) above with another prepayment meter technology 

specified in (a) to (c) above, fallen below the level assumed for the purposes of 

establishing the relevant charge restriction, the licensee may, for the purposes of this 

condition and by notice to the Authority, propose a relevant “adjustment factor” (AFt) 

to apply across all meter charge restraints as set out in paragraphs 3 to 7 above.  

  

11. A relevant adjustment factor under paragraph 10 is one which, in the opinion of the 

licensee, would, if made, have the effect of enabling the licensee to recover 30% of 

the efficient costs incurred or likely to be incurred as a consequence of the supplier’s 

decision to replace one prepayment meter technology with another, as set out in 

paragraph 10. 

 

12. A notice served by the licensee in accordance with paragraph 10 must:  

 

(a) set out the basis (including by reference to the effects of the supplier’s 

decision) on which the licensee has calculated the adjustment factor; and  

 

(b) state the start and end date of the period for which the licensee seeks the 

Authority’s agreement that the relevant adjustment factor shall have effect 

(“the adjustment period”). 

 

13. In submitting a notice to the Authority in accordance with paragraphs 10 to 12 of this 

condition, the licensee must have regard to any relevant guidelines published by the 

Authority.   

  

14. Where the licensee serves a notice under paragraph 10, the Authority: 

 

(a) following consultation with the licensee; and 



 

(b) having particular regard both to the purposes of this condition and to any 

relevant guidelines published by the Authority, 

 

may, within 28 days of receiving such notice, determine both the relevant adjustment 

factor and the adjustment period for the purposes of this condition in such manner as 

it considers appropriate. 

 

15. If the Authority has not determined the relevant adjustment factor within 28 days of 

receiving a notice from the licensee under paragraph 10, and such a notice has not 

been withdrawn, the licensee may apply the relevant adjustment factor over the 

course of the adjustment period for all relevant purposes of this condition. 

  

16. For the purposes of this condition: 

 

“modern equivalent asset 

purchase price” 

in relation to any type of meter, means the 

purchase price of a new meter of the same 

functionality as that type of meter. 

“single-phase single-rate credit 

meter” 

means an induction type (or electronic) alternating 

current single-phase two-wire single-rate credit 

meter. 

“single-phase key prepayment 

meter” 

means a meter which uses an essential element (the 

key) for transferring information from a point of 

sale for electricity credit to a unique prepayment 

meter or vice versa. 

“single-phase smartcard 

prepayment meter” 

means a meter which uses an essential element (the 

smartcard) for transferring information from a 

point of sale for electricity credit to a unique 

prepayment meter or vice versa. 

“single-phase token means a meter which uses an essential element (the 



prepayment meter” token) for transferring information from a point of 

sale for electricity credit to a unique prepayment 

meter. 
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