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   Annex 1. EU Exit – Notice of proposed licence modifications to the licence 

conditions of the Electricity Distribution Licence 

 
 

To: All holders of an Electricity Distribution Licence 

 

Electricity Act 1989 

 

Section 11A(2)  

 

Notice of statutory consultation on a proposal to modify the standard conditions of 

the Electricity Distribution Licence. 

 

1. The Gas and Electricity Markets Authority (the Authority) proposes to modify the 

standard conditions of the Electricity Distribution Licence granted or treated as 

granted under section 6(1)(c) of the Electricity Act 1989 by amending Standard 

Licence Conditions under section 11A(1)(b): 

 

 SLC1 (Definitions for the standard conditions) 

 SLC21 (The Distribution Code) 

 SLC22 (Distribution Connection and Use of System Agreement) 

 SLC23 (Master Registration Agreement) 

 SLC26 (Disposal of Relevant Assets and restrictions on charges over 

Receivables) 

 SLC31A (Audit) 

 SLC31B (Independence of the Distribution Business and restricted use 

of Confidential Information) 

 SLC44 (Regulatory Accounts) 

set out in Annex 1.1.a and 1.1.b to this Notice. 

 

2. The modifications we propose to make are to reflect the changes in the legislative 

framework that will be implemented in the event that the United Kingdom (UK) 

leaves the European Union (EU) without a deal.  

 

3. The effect of these proposed modifications is to ensure that the references in the 

licence to EU law (e.g. Directives, Regulations and Commission decisions) shall be 

read as references to such EU law as it had effect immediately before exit day 

subject to any further amendments as may be contained in statutory instruments 

made under the European Union (Withdrawal) Act 2018.  As far as possible, the 

modifications do not seek to change the current obligations and duties of licensees, 

nor do they seek to change the current policy position as reflected in the licence 

conditions.  

 

4. The proposed modifications and the reasons why they are proposed are stated in 

Annex 1.1.a to this notice. The effect of the proposed changes is set out in 

paragraph 3 in this notice. Further information concerning the proposed 

modifications is contained in the letter entitled ‘Preparing for EU Exit: statutory 
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consultation on consequential licence modifications in the event the UK leaves the 

EU without a deal’ which can be found at www.ofgem.gov.uk. 

 

5. Any representations with respect to the proposed licence modification/modifications 

must be made on or before 15 February 2019 to: Heather Stewart, Office of Gas 

and Electricity Markets, 10 South Colonnade, Canary Wharf, London, E14 4PU or by 

email to EUExit@ofgem.gov.uk.  

 

6. We normally publish all responses on our website. However, if you do not wish your 

response to be made public then please clearly mark it as not for publication. We 

prefer to receive responses in an electronic form so they can be placed easily on 

our website. 

 

7. If we decide to make the proposed modifications, they will take effect not less than 

56 days after the decision is published. 

 

Cathryn Scott 

Director, Wholesale Markets & Commercial 

 

Duly authorised on behalf of the  

Gas and Electricity Markets Authority     14 January 2019 

 

  

http://www.ofgem.gov.uk/
mailto:EUExit@ofgem.gov.uk
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Annex 1.1.a. Electricity Distribution Standard Conditions Modification Table 

 

Standard 

Licence 

Condition 

Current wording Proposed change Reasons for the change 

1.3 Directive means 

Directive 2009/72/EC of 

the European Parliament 

and of the Council of 13 

July 2009 concerning 

common rules for the 

internal market in 

electricity and repealing 

Directive 2003/54/EC. 

 

Directive means 

Directive 2009/72/EC of 

the European Parliament 

and of the Council of 13 

July 2009 concerning 

common rules for the 

internal market in 

electricity and repealing 

Directive 2003/54/EC as 

it has effect immediately 

before Exit Day as read 

with the modifications set 

out in the Act. 

The licence refers to the 

Directive in a number of 

conditions. This proposal 

will ensure that the 

references to the Directive 

are to be interpreted on the 

basis of the Directive as it 

has effect immediately 

before Exit Day as read 

with the modifications 

inserted into section 5B of 

the Electricity Act 1989 

by regulation 39 of the 

Electricity and Gas etc. 

(Amendment etc.) (EU 

Exit) Regulations 20191 

(the ‘Regulations”).    

 

1.3 New definition Exit Day has the same 

meaning as that given in 

section 20(1) of the 

European Union 

(Withdrawal) Act 2018. 

 

This new definition is 

required to give effect to 

the revised definition of 

“Directive”. 

1.3 New definition legally binding decision 

of the European 

Commission and/or the 

Agency for the Co-

The licence contains 

references to both of these 

phrases. Post EU exit, 

future decisions of the 

                                           
1The Electricity and Gas etc. (Amendment etc.) (EU Exit) Regulations 2019 were published in draft on 17th December 

2018 (https://assets.publishing.service.gov.uk/media/5c17d12140f0b60c70c4ba79/Regulations.pdf) and have been laid 

in draft before the sifting committees of both Houses of Parliament.  The modifications that are proposed to the licence 

are on the assumption that the draft Regulations will be made and come into force in their published format before any 

proposed licence modification is to take effect. Cross references to the Regulations reflect the numbering in the 

published draft as at the date of this notice. 
 

https://assets.publishing.service.gov.uk/media/5c17d12140f0b60c70c4ba79/Regulations.pdf
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Standard 

Licence 

Condition 

Current wording Proposed change Reasons for the change 

operation of Energy 

Regulators and legally 

binding decisions of the 

European Commission 

and/or the Agency for the 

Co-operation of Energy 

Regulators means any 

relevant legally binding 

decision or decisions of 

the European 

Commission and/or the 

Agency, but a binding 

decision does not include 

a decision that is not, or 

so much of a decision as 

is not, Retained EU Law. 

 

Commission and the 

Agency will no longer 

have any legal effect in the 

UK.  However, decisions 

made prior to Exit Day are 

to continue to have effect.  

The introduction of these 

new definitions will 

achieve this. 

 

The terminology is 

consistent with the 

amendment made by draft 

regulation 41 to section 3E 

of the Electricity Act. 

1.3 New definition Retained EU Law has the 

same meaning as that 

given by section 6(7) of 

the European Union 

(Withdrawal) Act 2018. 

This definition is required 

to give effect to the new 

definitions that include 

reference to “Retained EU 

Law”.  

21.16 Significant Code Review 

means… (b) be of 

particular significance in 

relation to its principal 

objective and/or general 

duties (under section 3A 

of the Act), statutory 

functions and/or relevant 

obligations arising under 

EU law; 

Significant Code Review 

means… (b) be of 

particular significance in 

relation to its principal 

objective and/or general 

duties (under section 3A 

of the Act), statutory 

functions and/or relevant 

obligations arising under 

Retained EU Law EU 

law; 

This limits the definition in 

light of EU law 

crystallising on exit and 

directives not forming part 

of retained EU law. 

22.15 Significant Code Review 

means… (b) of particular 

significance in relation to 

its principal objective 

and/or general duties 

Significant Code Review 

means… (b) of particular 

significance in relation to 

its principal objective 

and/or general duties 

This limits the definition in 

light of EU law 

crystallising on exit and 
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Standard 

Licence 

Condition 

Current wording Proposed change Reasons for the change 

(under section 3A of the 

Act), statutory functions 

and/or relevant 

obligations arising under 

EU law 

(under section 3A of the 

Act), statutory functions 

and/or relevant 

obligations arising under 

Retained EU Law EU 

law; 

directives not forming part 

of retained EU law. 

23.12 Significant Code Review 

means… (b) particular 

significance in relation to 

its principal objective 

and/or general duties 

(under section 3A of the 

Act), statutory functions 

and/or relevant 

obligations arising under 

EU law; 

Significant Code Review 

means… (b) particular 

significance in relation to 

its principal objective 

and/or general duties 

(under section 3A of the 

Act), statutory functions 

and/or relevant 

obligations arising under 

Retained EU Law EU 

law; 

This limits the definition in 

light of EU law 

crystallising on exit and 

directives not forming part 

of retained EU law. 

26.9 (b)…where the 

transaction in question is 

required by or under any 

enactment, any provision 

of subordinate legislation 

within the meaning of the 

Interpretation Act 1978, 

or a regulation or 

directive of the Council 

or Commission of the 

European Union. 

(b)…where the 

transaction in question is 

required by or under any 

enactment, any provision 

of subordinate legislation 

within the meaning of the 

Interpretation Act 1978, 

or a regulation or 

directive of the Council 

or Commission of the 

European Union that 

forms part of Retained 

EU Law. 

This preserves the position 

so that the licensee is only 

required to comply where 

the transaction “is required 

by or under …..” retained 

EU regulations. 

31A.8 … that is specified in 

Article 31 of Directive 

2009/72/EC of the 

European Parliament and 

the European Council of 

13 July 2009 and is 

imposed on the licensee 

by the condition of this 

licence referred to in 

paragraph 6 above, the 

…that is specified in 

Article 31 of the 

Directive 2009/72/EC of 

the European Parliament 

and of the European 

Council of 13 July 2009. 

and is imposed on the 

licensee by the condition 

of this licence referred to 

in paragraph 6 above, the 

Deleted words are 

unnecessary because the 

Directive is defined in 

standard condition 1.3.  
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Standard 

Licence 

Condition 

Current wording Proposed change Reasons for the change 

report is deemed to 

represent the results of an 

audit of that obligation, 

as required by the 

Article. 

report is deemed to 

represent the results of an 

audit of that obligation, 

as required by the 

Article. 

31B.11 Vertically Integrated 

Undertaking means an 

electricity undertaking or 

a group of electricity 

undertakings where the 

same person or the same 

persons are entitled, 

directly or indirectly, to 

exercise control, and 

where the undertaking or 

group of undertakings 

perform in the European 

Economic Area at least 

one of the functions of 

transmission or 

distribution, and perform 

in the European 

Economic Area at least 

one of the functions of 

generation or supply of 

electricity. Terms within 

this definition shall have 

the meaning given to 

them by the Directive. 

Vertically Integrated 

Undertaking means an 

electricity undertaking or 

a group of electricity 

undertakings where the 

same person or the same 

persons are entitled, 

directly or indirectly, to 

exercise control, and 

where the undertaking or 

group of undertakings 

perform in the United 

Kingdom and/or the 

European Economic Area 

at least one of the 

functions of transmission 

or distribution, and 

perform in the United 

Kingdom and/or the 

European Economic Area 

at least one of the 

functions of generation or 

supply of electricity. 

Terms within this 

definition shall have the 

meaning given to them 

by the Directive. 

The UK will not be part of 

the European Economic 

Area (EEA) once it leaves 

the EU. This extends it to 

include the UK. 

44.14 …that is specified in 

Article 31 of Directive 

2009/72/EC of the 

European Parliament and 

of the European Council 

of 13 July 2009. 

…that is specified in 

Article 31 of the 

Directive 2009/72/EC of 

the European Parliament 

and of the European 

Council of 13 July 2009. 

Deleted words are 

unnecessary because the 

Directive is defined in 

standard condition 1.3. 
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Annex 1.1.b. Electricity Distribution Standard Conditions Change Marked Licence 

Text  

 

We have included the sections of the licence conditions we propose to remove or amend 

below. Deletions are shown in strike through and new text is double underlined. 

Condition 1.  Definitions for the standard conditions 

Introduction 

1.1 This condition sets out most of the defined words and expressions (all of which begin with 

capital letters) that are used in the standard conditions of both Section A and Section B of this 

licence, and gives their definitions next to them. 

1.2 But where defined words and expressions are used only in a particular standard condition, their 

definitions are included in that condition.  

Definitions in alphabetical order 

1.3 In the standard conditions of this licence, unless the context otherwise requires: 

Directive means Directive 2009/72/EC of the European 

Parliament and of the Council of 13 July 2009 

concerning common rules for the internal 

market in electricity and repealing Directive 

2003/54/EC as it has effect immediately before 

Exit Day as read with the modifications set out 

in the Act. 

 

Exit Day has the same meaning as that given in section 

20(1) of the European Union (Withdrawal) Act 

2018. 

 

legally binding decision of the 

European Commission and/or the 

Agency for the Co-operation of 

Energy Regulators and legally 

binding decisions of the European 

Commission and/or the Agency for 

the Co-operation of Energy 

Regulators 

 

means any relevant legally binding decision or 

decisions of the European Commission and/or 

the Agency for the Co-operation of Energy 

Regulators, but a binding decision does not 

include a decision that is not, or so much of a 

decision as is not Retained EU law. 
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Retained EU Law has the same meaning as that given by section 

6(7) of the European Union (Withdrawal) Act 

2018. 

Condition 21.  The Distribution Code 

Licensee’s obligation  

21.1 The licensee must take all steps within its power to ensure that the Distribution Code in 

force under this licence at 31 May 2008 remains a code approved by the Authority that 

complies with each of the following requirements. 

21.2 The first requirement is that the Distribution Code must cover all material technical aspects 

relating to connections to and the operation and use of the licensee’s Distribution System or (so far 

as is relevant to such operation and use) the operation of electric lines and electrical plant connected 

to that system.  

21.3 The second requirement, which is without prejudice to the first requirement, is that the 

Distribution Code must make express provision for the matters referred to in paragraphs 21.5 to 

21.7A. 

21.4 The third requirement is that the Distribution Code, so far as is consistent with the first two 

requirements, must be designed so as to better facilitate the achievement of the Applicable 

Distribution Code Objectives, which are to: 

(a) permit the development, maintenance, and operation of an efficient, co-ordinated, and 

economical system for the distribution of electricity; and 

(b) facilitate competition in the generation and supply of electricity; and 

(c) efficiently discharge the obligations imposed upon distribution licensees by the 

distribution licences and comply with the Regulation and any relevant legally binding 

decision of the European Commission and/or the Agency for the Co-operation of 

Energy Regulators; and 

(d) promote efficiency in the implementation and administration of the Distribution Code. 

 

Specific contents of the Distribution Code 

21.5 The Distribution Code must include a Distribution Planning and Connection Code (see 

paragraph 21.6) and a Distribution Operating Code (see paragraph 21.7). 
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21.6 The Distribution Planning and Connection Code must contain: 

(a) planning conditions that specify the technical and design criteria and procedures that 

are to be applied by the licensee in the planning and development of its Distribution 

System and taken into account by persons having a connection or seeking a connection 

to that system in the planning and development of their own plant and systems; and 

(b) connection conditions that specify the technical, design, and operational criteria to be 

complied with by any person having a connection or seeking a connection to the 

licensee’s Distribution System. 

21.7 The Distribution Operating Code must specify the conditions under which the licensee 

must operate its Distribution System, and under which persons must operate their own plant and 

systems in relation to that system, so far as is  necessary to protect the security, quality of 

supply, and safe operation of the licensee’s Distribution System under both normal and 

abnormal operating  conditions. 

21.7A The Distribution Code must provide for: 

 (a) a panel body, as specified in the Distribution Code (the “panel”), whose functions 

shall include the matters required by this condition and as set out in the Distribution 

Code and any ancillary documents; and 

 

 (b)  a secretarial or administrative person or body, as specified in the Distribution Code, to 

perform the role of code administrator (the “code administrator”). In addition to any 

powers, duties, or functions set out in the Distribution Code and any ancillary 

documents, the code administrator shall: 

(i) together with other code administrators, publish, review, and (where appropriate) 

amend from time to time the Code of Practice approved by the Authority (any 

amendments to the Code of Practice are to be approved by the Authority);  

(ii) facilitate the procedures for making a modification to the Distribution Code; 

(iii) have regard to, and in particular (to the extent relevant) be consistent with 

the principles contained in, the Code of Practice; and 

(iv) provide assistance, insofar as is reasonably practicable and on reasonable 

request, to Authorised Electricity Operators (including, in particular, Small 

Participants) and, to the extent relevant, consumer representatives that request the 

code administrator’s assistance in relation to the Distribution Code including, but 

not limited to, assistance with: 

i. understanding the operation of the Distribution Code; 
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ii. their involvement in, and representation during, the modification 

procedure processes (including, but not limited to, code panel and/or 

workgroup meetings); 

iii. accessing information relating to modification proposals and/or 

modifications. 

Procedure for modifying the Distribution Code  

21 The licensee must (in consultation with other Authorised Electricity Operators likely to be 

materially affected) periodically review (including at the Authority’s request) the Distribution 

Code and its implementation. 

21.8A The review undertaken under paragraph 21.8 must 

(a) where the Authority reasonably considers it necessary to comply with or 

implement the Regulation and/or any relevant legally binding decisions of the 

European Commission and/or the Agency for the Co-operation of Energy 

Regulators proceed in accordance with any timetable(s) directed by the Authority 

under this paragraph in relation to the progress of the review and/or 

implementation of any modifications to the Distribution Code; and  

(b) involve an evaluation of whether any modification or modifications to the 

Distribution Code would better facilitate the achievement of the Applicable 

Distribution Code Objectives and, where the impact is likely to be material, this 

must include an assessment of the quantifiable impact of any such modification on 

greenhouse gas emissions, to be conducted in accordance with any such guidance 

(on the treatment of carbon costs and evaluation of greenhouse gas emissions) as 

may be issued by the Authority from time to time. 

21.8 After completing any such review, the licensee must send to the Authority: 

(a) a report on the outcome of the review conducted in accordance with paragraphs 

21.8 and 21.8A; 

 (b) a statement of any proposed modifications to the Distribution Code that the 

licensee (having regard to the outcome of the review) reasonably thinks are appropriate for the 

continuing achievement of the objectives referred to in paragraph 21.4 and a detailed explanation 

of the reasons for this assessment; and 

 (c) any written representations or objections from Authorised Electricity Operators 

(including any proposals by such operators for modifications to the Distribution Code that have 

not been accepted by the licensee in the course of the review) that were received during the 

consultation process and have not been withdrawn. 
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21.9 Modifications to the Distribution Code must not be implemented without the Authority’s 

approval.  

21.10 The Authority (having regard to any representations or objections referred to in paragraph 

21.9(c) and after any further consultation that it considers appropriate) , or having regard to a 

report submitted in accordance with paragraph 21.11AA(b) or 21.11E(b), may give a direction 

to the licensee that requires it to modify the Distribution Code in such manner as may be 

specified in the direction and the licensee must forthwith comply with any such directions. 

21.11A   The procedures for modifying the Distribution Code must provide: 

(a) for the revision and resubmission of the report provided for under paragraph 21.9(a), 

paragraph 21.11AA(b) or paragraph 21.11E(b) upon, and in accordance with, a direction 

issued to the licensee by the Authority where the Authority determines that it cannot 

properly form an opinion on the approval of the modification proposal;  

(b) without prejudice to paragraph 21.11D, that proposals for the modification of the 

Distribution Code falling within the scope of a Significant Code Review may not be 

made during the Significant Code Review Phase, except: 

(i) where the Authority determines that the modification proposal may be made, 

having taken into account (among other things) the urgency of the subject 

matter of the proposal; or 

 

(ii) at the direction of, or by, the Authority; 

 

(c) that, where a modification proposal is made during a Significant Code Review Phase, 

the licensee must: 

(i) unless exempted by the Authority, notify the Authority as soon as practicable 

of: 

- any representations received in relation to the relevance of the 

Significant Code Review; and  

- the licensee’s assessment of whether the proposal falls within the scope 

of the Significant Code Review and its reasons for that assessment; and 

(ii) if the Authority so directs, not proceed with the modification proposal until 

the Significant Code Review Phase has ended. 

 

(d) that the Authority may make a proposal for modification of the Distribution Code where 

that modification proposal is in respect of a Significant Code Review; 

21.11AA The procedures for modifying the Distribution Code must provide, where the Authority 

makes a modification proposal in accordance with paragraph 21.11A(d), for the 

licensee: 
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(a) to evaluate whether the modification to the Distribution Code would better 

facilitate the achievement of the Applicable Distribution Code Objectives 

and, where the impact is likely to be material, this must include an 

assessment of the quantifiable impact of any such modification on 

greenhouse gas emissions, to be conducted in accordance with any such 

guidance (on the treatment of carbon costs and evaluation of greenhouse gas 

emissions) as may be issued by the Authority from time to time; 

 

(b) to send to the Authority a report on the outcome of the evaluation conducted 

in accordance with sub-paragraph (a) above; 

 

(c) to send to the Authority any written representations or objections from 

Authorised Electricity Operators that were received during the consultation 

process and have not been withdrawn; and 

 

(d) to proceed in accordance with any timetable(s) directed by the Authority in 

relation to the procedural steps outlined in this paragraph and/or in relation 

to implementation of such modification to the Distribution Code.  

 

21.11B  If, within twenty-eight (28) days after the Authority has published its Significant Code 

Review conclusions: 

(a) the Authority issues Directions to the licensee, the licensee must comply with those 

Directions and must treat the Significant Code Review Phase as ended; 

(b) the Authority issues to the licensee a statement that no Directions under sub-paragraph 

(a) will be issued in relation to the Distribution Code, the licensee must treat the 

Significant Code Review Phase as ended; 

(ba) the Authority makes a modification proposal in accordance with paragraph 21.11A(d), 

the licensee must treat the Significant Code Review Phase as ended; 

(bb) the Authority issues a statement that it will continue work on the Significant Code 

Review, the licensee must treat the Significant Code Review Phase as continuing until 

it is brought to an end in accordance with paragraph 21.11C; 

(c) neither Directions under sub-paragraph (a) nor a statement under sub-paragraphs (b) or 

(bb) have been issued, nor a modification proposal under sub-paragraph (ba) has been 

made, the Significant Code Review Phase will be deemed to have ended. 
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The Authority's published conclusions and Directions to the licensee will not fetter any voting 

rights of the members of the panel or the procedures informing the report described at sub-

paragraph 21.9(a). 

 

21.11C The procedures for modification of the Distribution Code shall provide that, if the Authority 

issues a statement under paragraph 21.11B(bb) and/or a direction in accordance with 

paragraph 21.11F, the Significant Code Review Phase will be deemed to have ended when: 

(a) the Authority issues a statement that the Significant Code Review Phase has ended; 

(b) one of the circumstances in sub-paragraphs 21.11B(a) or (ba) occurs (irrespective of 

whether such circumstance occurs within twenty-eight (28) days after the Authority has 

published its Significant Code Review conclusions); or 

(c) the Authority makes a decision consenting or otherwise to the modification of the 

Distribution Code following the submission of the report under paragraph 21.11E(b). 

 21.11D The procedures for modification of the Distribution Code shall provide that, where the 

Authority has issued a statement in accordance with paragraph 21.11B(bb) and/or a direction 

in accordance with paragraph 21.11F, the Authority may submit to the licensee a modification 

proposal for a modification in respect of a Significant Code Review. 

21.11E The procedures for modification of the Distribution Code shall provide, where the Authority 

submits a Significant Code Review modification proposal in accordance with paragraph 

21.11D: 

(a) for the evaluation of whether the proposed modification would better facilitate the 

achievement of the Applicable Distribution Code Objectives and, where the impact is likely 

to be material, this must include an assessment of the quantifiable impact of any such 

modification on greenhouse gas emissions, to be conducted in accordance with any such 

guidance (on the treatment of carbon costs and evaluation of greenhouse gas emissions) as 

may be issued by the Authority from time to time; 

(b) for the licensee to send to the Authority a report on the outcome of the evaluation 

conducted in accordance with sub-paragraph (a); and 

(c) for the licensee to proceed in accordance with any timetable(s) directed by the Authority in 

relation to the procedural steps outlined in this paragraph and/or in relation to 

implementation of such modification to the Distribution Code. 
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The Authority's published conclusions and Significant Code Review modification proposal 

will not fetter any voting rights of the members of the panel or the procedures informing the 

report described at sub-paragraph 21.11E(b). 

21.11F The procedures for modification of the Distribution Code shall provide that, where a 

proposal has been made in accordance with paragraph 21.11B(a) or by the Authority under 

paragraph 21.11B(ba), the Authority may issue a direction (a “backstop direction”), which 

requires such proposal(s) and any alternatives to be withdrawn and which causes the 

Significant Code Review Phase to recommence.  

 

 Availability of the Distribution Code 

21.12 The licensee must give or send a copy of the Distribution Code (as from time to time 

modified): 

 (a) to the Authority; and 

 (b) to any person who requests it. 

21.13 The licensee may make a charge for any copy of the Distribution Code given or sent under 

paragraph 21.12(b) but this must not exceed the amount specified in directions issued by the 

Authority for the purposes of this condition generally, based on its estimate of the licensee’s 

reasonable costs of providing the copy. 

Performance of obligations 

21.14 The licensee must fulfil its obligations under this condition in conjunction and co-operation 

with all other Electricity Distributors and in accordance with such arrangements for that 

purpose as are approved by the Authority. 

21.15 Without prejudice to any rights of approval, veto or direction the Authority may have, the 

licensee must use its best endeavours to ensure that procedures are in place that facilitate its 

compliance with the requirements of this condition including, but not limited to, modifying 

the Distribution Code and any ancillary documents where necessary no later than 31 March 

2017. 

 

Interpretation  

21.16  For the purposes of this condition:  

 

Code of Practice means the Code Administration Code of Practice 

approved by the Authority and: 

(a) developed and maintained by the code 

administrators in existence from time to time; and 

(b) amended subject to the Authority’s approval from 

time to time; and 
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(c) re-published from time to time. 

 

Directions means, in the context of sub-paragraph 21.11B(a), 

direction(s) issued following publication of Significant 

Code Review conclusions which will contain: 

(a)  instructions to the licensee to make (and not 

withdraw, without the Authority's prior 

consent) a modification proposal; 

(b)  the timetable for the licensee to comply with 

the Authority’s Direction(s); and  

(c)  the Authority’s reasons for its Direction(s). 

 

Significant Code Review  means a review of one or more matters which the 

Authority considers likely to: 

(a)  relate to the Distribution Code (either on its 

own or in conjunction with any other industry 

code(s)); and 

(b)  be of particular significance in relation to its 

principal objective and/or general duties (under 

section 3A of the Act), statutory functions 

and/or relevant obligations arising under 

Retained EU Law EU law; and concerning 

which the Authority has issued a notice to the 

licensee (among others, as appropriate) stating: 

(i) that the review will constitute a Significant 

Code Review; 

(ii) the start date of the Significant Code 

Review; and 

(iii) the matters that will fall within the scope 

of the review. 

 

Significant Code Review Phase means the period  

(a) commencing either: 

(i) on the start date of a Significant Code 

Review as stated by the Authority, or 

(ii)  on the date the Authority makes a 

direction under paragraph 21.11F (a 

“backstop direction”), and 

(b) ending either: 

 (i) on the date on which the Authority 

issues a statement under sub-paragraph 

21.11B(b) that no Directions will be issued in 

relation to the Distribution Code; or 
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(ii) if no statement is made under sub-

paragraph 21.11B(b) or (bb), on the date on 

which the licensee has made a modification 

proposal in accordance with Directions issued 

by the Authority, or the Authority makes a 

modification proposal under sub-paragraph 

21.11B(ba); or 

(iii) immediately under sub-paragraph 

21.11B(c), if neither a statement, a 

modification proposal nor Directions are 

issued by the Authority within (and including) 

twenty-eight (28) days from the Authority’s 

publication of its Significant Code Review 

conclusions; or 

(iv) if a statement has been made under 

sub-paragraph 21.11B(bb) or a direction has 

been made under paragraph 21.11F (a 

“backstop direction”), on the date specified in 

accordance with paragraph 21.11C. 

 

Small Participant means:  

(a)  a generator, supplier, distributor, or new 

entrant to the electricity market in Great 

Britain that can demonstrate to the code 

administrator that it is resource-constrained 

and, therefore, in particular need of assistance; 

(b)  any other participant or class of participant that 

the code administrator considers to be in 

particular need of assistance; and  

(c) a participant or class of participant that the 

Authority has notified the code administrator 

as being in particular need of assistance. 

 

Condition 22.  Distribution Connection and Use of System Agreement   

Licensee’s obligation       

22.1 The licensee must take all steps within its power to ensure that the Distribution Connection 

and Use of System Agreement (“the DCUSA”) in force under this licence at 31 May 2008 

remains an agreement that: 

 (a) is designed to facilitate achievement of the Applicable DCUSA Objectives set out in 

Part A of this condition; 
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 (b) conforms to the requirements of Parts B to D of this condition in relation to the 

modification of the DCUSA; and  

 (c) makes express provision for the matters described in the Schedule of DCUSA 

Contents (“the Schedule”) set out at Appendix 1, which is part of this condition.  

Part A:  Applicable DCUSA Objectives       

22.2 The Applicable DCUSA Objectives are these:  

  (a) the development, maintenance and operation by the licensee of an efficient, co-

ordinated, and economical Distribution System;  

  (b) the facilitation of effective competition in the generation and supply of electricity and 

(so far as is consistent with that) the promotion of such competition in the sale, distribution, and 

purchase of electricity;  

  (c) the efficient discharge by the licensee of the obligations imposed upon it   

  by this licence;  

  (d) the promotion of efficiency in the implementation and administration of                       

   the DCUSA arrangements; 

(e) compliance with the Regulation and any relevant legally binding decisions of the 

European Commission and/or the Agency for the Co-operation of  Energy Regulators; 

and 

(f) in relation to the Common Distribution Charging Methodology, the EHV Distribution 

Charging Methodology or the Common Connection Charging Methodology, the 

Applicable Charging Methodology Objectives listed in Part B of Standard Licence 

Condition 22A. 

Part B:  Principles for making a modification to the DCUSA       

22.3 Any proposals to modify the DCUSA must be designed to better facilitate the 

achievement of the Applicable DCUSA Objectives. 

22.4 The DCUSA may be modified at any time in accordance with such procedures (including 

procedures for modifying those procedures) as may be Specified and are in conformity with 

the principles set out in paragraph 22.5. 

22.5 Those principles are that:  

 (a) proposals for the modification of the DCUSA may be made by any Electricity 

Distributor, any other party to the DCUSA, the Authority (in relation only to 

modifications within the scope of paragraph 22.9EE), Citizens Advice and 

Citizens Advice Scotland, the GB System Operator, and such other persons or 

bodies as may be designated by the Authority;  
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 (b) the modification procedures for dealing with any such proposal must comply with 

the requirements of Part C below; 

 (c) the making and implementation of any modification of the DCUSA must comply 

with the provisions of Part D below;  

 (d) modifications to the DCUSA require Authority approval, which must be sought in 

accordance with the appropriate procedures set out in the DCUSA, except for 

modifications made pursuant to paragraph 22.9F (“the self-governance route”); 

(e) modification proposals made by the Authority or the licensee in accordance with 

paragraphs 22.5(a) and 22.5(f)(i) respectively which fall within the scope of 

paragraph 22.9EE are: 

(i) to be accepted into the DCUSA modification procedures by the panel; 

(ii) where they are raised by the licensee, not to be withdrawn without the 

Authority’s prior consent; and 

(iii) to proceed in accordance with any timetable(s) directed by the Authority 

in accordance with paragraph 22.5(f); and 

(f) the licensee and (where applicable) the panel are to comply with any direction(s) 

issued by the Authority under this paragraph setting and/or amending a timetable 

(in relation to a modification proposal which falls within the scope of paragraph 

22.9EE) for the: 

(i) licensee to raise a modification proposal; and/or 

(ii) completion of each of the procedural steps outlined in Part C, to the 

extent that they are relevant; and/or 

(iii) implementation of a modification proposal. 

Part C:  Procedures for making a modification to the DCUSA 

22.6 The procedures contained in the DCUSA for the making of modifications to the DCUSA 

(“the procedures”) must have as their objective the achievement of the matters set out in 

the following provisions of this Part C. 

22.7 The procedures must ensure that every proposed modification is brought to the attention 

of all parties  mentioned in or pursuant to paragraph 22.5(a). 

22.8 The procedures must ensure that any and all representations made in respect of a proposed 

modification are able to be properly considered by the relevant decision makers. 
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22.9 The procedures must ensure that the question of whether any proposed modification better 

facilitates the achievement of the Applicable DCUSA Objectives is able to be properly 

evaluated. 

22.9A. The procedures must ensure that the evaluation required under paragraph 22.9 in respect 

of the Applicable DCUSA Objective(s) includes, where the impact is likely to be material, 

an assessment of the impact of the proposed modifications on greenhouse gas emissions, 

to be conducted in accordance with any such guidance (on the treatment of carbon costs 

and evaluation of the impact on greenhouse gas emissions) as may be issued by the 

Authority from time to time. 

22.9B  The procedures must provide for the proper evaluation of the suitability of the self-

governance route for any particular modification proposal in accordance with the criteria 

Specified pursuant to paragraph A3(f) of the Schedule.  

22.9C.   Without prejudice to paragraph 22.9EB, the procedures must provide that proposals for the 

modification of the DCUSA falling within the scope of a Significant Code Review may not 

be made during the Significant Code Review Phase, except: 

 

(a) where the Authority determines that the modification proposal may be made, having 

taken into account (among other things) the urgency of the subject matter of the 

proposal; or 

 

(b) at the direction of, or by, the Authority. 

 

22.9D The procedures must provide that, where a modification proposal is made during a 

 Significant Code Review Phase, the panel shall: 

 

(a) unless exempted by the Authority, notify the Authority as soon as practicable of: 

(i) any representations received in relation to the relevance of the Significant Code 

Review; and  

(ii) the panel's assessment of whether the proposal falls within the scope of the 

Significant Code Review and its reasons for that assessment; and 

(b) if the Authority so directs, not proceed with the modification proposal until the 

Significant Code Review Phase has ended. 

22.9E If, within twenty eight (28) days after the Authority has published its Significant Code 

Review conclusions: 

(a) the Authority issues Directions to the licensee, the licensee must comply with those 

Directions and shall treat the Significant Code Review Phase as ended; 



 

 

 

 

 

 

20 

(b) the Authority issues to the licensee a statement that no Directions under sub-

paragraph (a) will be issued in relation to the DCUSA, the licensee must treat the 

Significant Code Review Phase as ended; 

(ba)  the Authority raises a modification proposal in accordance with paragraph 22.5(a), 

the licensee shall treat the Significant Code Review Phase as ended; 

(bb) the Authority issues a statement that it will continue work on the Significant Code 

Review, the licensee shall treat the Significant Code Review Phase as continuing 

until it is brought to an end in accordance with paragraph 22.9EA; 

(c) neither Directions under sub-paragraph (a), nor a statement under sub-paragraph (b) 

or (bb) have been issued, nor a modification proposal under sub-paragraph (ba) has 

been made, the Significant Code Review Phase will be deemed to have ended. 

The Authority's published conclusions and Directions to the licensee will not fetter any voting 

rights of DCUSA parties or members of the panel, or the procedures informing the modification 

report described at paragraph 22.10. 

 

22.9EA The procedures must provide that, if the Authority issues a statement under paragraph 

22.9E(bb) and/or a direction in accordance with paragraph 22.9ED, the Significant Code 

Review Phase will be deemed to have ended when: 

(a) the Authority issues a statement that the Significant Code Review Phase has ended; 

(b) one of the circumstances in sub-paragraphs 22.9E(a) or (ba) occurs (irrespective of 

whether such circumstance occurs within twenty-eight (28) days after the Authority 

has published its Significant Code Review conclusions); or 

(c) the Authority makes a decision consenting, or otherwise, to the modification of 

DCUSA following a modification proposal submitted pursuant to paragraph 22.9EB. 

22.9EB The procedures must provide that, where the Authority has issued a statement in 

accordance with sub-paragraph 22.9E(bb) and/or a direction in accordance with 

paragraph 22.9ED, the Authority may submit a modification proposal for a modification 

falling within the scope of paragraph 22.9EE(b) to the panel.  

22.9EC The procedures must provide, where the Authority submits a Significant Code Review 

modification proposal to the panel in accordance with paragraph 22.9EB, for the 

modification to be accepted into the procedures as if the steps in paragraphs 22.7-9B 

had been completed. 

 

 The Authority’s published conclusions and Significant Code Review modification proposal will not 

fetter any voting rights of DCUSA parties or members of the panel, or the procedures informing the 

modification report described at paragraph 22.10.   

 

22.9ED The procedures must provide that, where a proposal has been raised in accordance with 

paragraph 22.9E(a) or 22.5(f), or by the Authority under paragraph 22.9E(ba) and it 

falls within the scope of paragraph 22.9EE(b), the Authority may issue a direction (a 

“backstop direction”), which requires such proposal(s) and any alternatives to be 

withdrawn and which causes the Significant Code Review Phase to recommence. 
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22.9EE  Modification proposals fall within the scope of this paragraph where: 

 

(a) the Authority reasonably considers the modifications are necessary to comply 

with or implement the Regulation and/or any relevant legally binding 

decisions of the European Commission and/or the Agency for the Co-

operation of Energy Regulators; and/or 

(b) the modification proposal is in respect of a Significant Code Review. 

 

22.9F  The procedures must provide that modifications to the DCUSA may be made pursuant to 

this paragraph 22.9F (the “self-governance route”) where: 

(a)  

(i) in the view of the panel, the modification proposal meets all of the criteria 

Specified pursuant to paragraph A3(f) of the Schedule; or 

(ii) the Authority has determined that the criteria Specified pursuant to paragraph 

A3(f) of the Schedule are satisfied and the modification proposal is suitable for 

the self-governance route; and 

 

(b) unless otherwise exempted by the Authority, the panel has sent copies of any 

consultation responses to the Authority at least seven (7) days before the modification 

report is approved by the panel; and 

 

(c) the Authority has not directed that the Authority’s approval is required prior to the 

modification report being approved by the panel; and 

 

(d) the DCUSA parties have determined, in accordance with paragraph 22.12A, that the 

modification proposal or any alternative should be implemented on the basis that it 

would, as compared with the then existing provisions of the DCUSA, better facilitate 

the achievement of the Applicable DCUSA objective(s); and  

 

(e)  

(i) no appeal has been raised up to and including 10 working days after the 

publication of the parties’ determination pursuant to paragraphs 22.12A and 

22.13 in respect of such a modification proposal in accordance with paragraph 

22.9G; or  

 

(ii) an appeal has been raised in respect of such a modification proposal in 

accordance with paragraph 22.9G and the Authority has not quashed the 

DCUSA parties’ determination made pursuant to paragraphs 22.12A(a) and 

22.13 (and either remitted the relevant modification proposal back to the parties 

for reconsideration or taken the decision on the relevant modification proposal 

itself following the appeal). 
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22.9G The procedures must provide that those persons mentioned in or pursuant to paragraph 

22.5(a) may appeal to the Authority the approval or rejection of a modification proposal 

determined pursuant to 22.9F, provided the appeal has been made up to and including 10 

working days after the publication of the parties’ determination pursuant to paragraphs 

22.12A and 22.13, and in accordance with the procedures specified in the DCUSA and, in 

the opinion of the Authority: 

(a)   

(i) the appealing party is likely to be unfairly prejudiced by the implementation 

or non-implementation of that modification proposal; or 

(ii) the appeal is on the grounds that: 

(1) in the case of implementation, the modification may not better facilitate 

the achievement of at least one of the Applicable DCUSA Objectives; 

or 

(2) in the case of non-implementation, the modification proposal may 

better facilitate the achievement of at least one of the Applicable 

DCUSA Objectives; and  

(b)  the appeal is not brought for reasons that are trivial or vexatious, nor does the appeal 

have no reasonable prospect of success. 

22.9H. The procedures must provide that: 

(a) where an appeal has been raised in respect of a modification proposal in accordance 

with paragraph 22.9G, that modification proposal shall be treated in accordance with 

any decision and/or direction of the Authority following that appeal; and 

(b) if the Authority quashes the parties’ determination pursuant to paragraphs 22.12A(a) 

and 22.13 and takes the decision on the relevant modification proposal itself following 

an appeal in accordance with paragraph 22.9G, the parties’ determination of that 

modification proposal pursuant to paragraphs 22.12A(a) and 22.13 shall be treated as a 

recommendation pursuant to paragraphs 22.12A(b) and 22.13. 

 

22.10 The procedures must ensure that a modification report is prepared in such manner and has 

all such contents as may be Specified, including:  

 (a)  a proposed implementation date either: 

(i)      in accordance with any direction(s) issued by the Authority under paragraph 

22.5(f)(iii); or 
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(ii)      where no direction has been issued by the Authority under paragraph 22.5(f)(iii), 

that would enable any proposed modification to take effect as soon as 

practicable after the decision to implement it has been reached, taking into 

account the complexity, importance, and urgency of that modification; and 

 (b)  except in the case of a modification falling within the scope of paragraph 22.9EB, a 

summary of and copies of all submissions made in respect of the proposed 

modification. 

(c) an assessment of the extent to which the proposed modification would better facilitate 

achieving the Applicable DCUSA Objectives and a detailed explanation of the 

reasons for that assessment (such assessment to include, where the impact is likely to 

be material, an assessment of the impact of the proposed modifications on greenhouse 

gas emissions, to be conducted in accordance with any such guidance on the treatment 

of carbon costs and evaluation of the impact on greenhouse gas emissions as may be 

issued by the Authority from time to time). 

 

22.11 The procedures must ensure that the proposed implementation date may be altered with 

the consent of or as directed by the Authority. 

22.12 The procedures must ensure that parties to the DCUSA are able to consider the modification 

report prepared in accordance with paragraph 22.10 and whether the modification would, as 

compared with the existing provisions of the DCUSA, better facilitate the achievement of 

the Applicable DCUSA Objectives.  

 

22.12A  The procedures must ensure that parties to the DCUSA, having regard to whether the 

modification would, as compared with the existing provisions of the DCUSA, better facilitate the 

achievement of the Applicable DCUSA Objectives, are able to vote for: 

 (a)  the implementation or rejection of the proposed modification, in the case        

 of a proposal that is to be determined in accordance with paragraph 22.9F; or  

 (b)  a recommendation to the Authority to approve or reject the proposed   

 modification, in the case of a proposal that requires Authority approval.   

  

22.13  The procedures must ensure that all votes cast pursuant to paragraph 22.12A are compiled 

so that the panel may take such steps as are necessary to facilitate the 

 implementation of any proposed modification or (as the case may be) to put forward a 

recommendation to the Authority along with the report prepared in accordance with 

paragraph 22.10. 

22.13A The procedures must ensure that completion of each of the procedural steps outlined in this 

Part C, to the extent that they are relevant, is in accordance with any timetable(s) directed 

by the Authority under paragraph 22.5(f).  
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22.13B  The procedures must provide for the revision and resubmission of the modification report 

prepared in accordance with paragraph 22.10 (and submitted to the Authority pursuant to 

the procedures described in Part C of this condition) upon, and in accordance with, a 

direction issued to the panel by the Authority where the Authority determines that it cannot 

properly form an opinion on the approval of the modification proposal. 

22.13C  The procedures for the modification of the DCUSA must be consistent with the principles 

set out in the Code of Practice, to the extent that they are relevant. 

 

Part D:  Implementation of a modification to the DCUSA 

22.14 No modification of the DCUSA may be made unless:  

 (a) the parties to the DCUSA have voted, pursuant to paragraph 22.12(a), in  

 favour of the modification described in the relevant modification report; or 

 (b) the Authority, having had regard to the Applicable DCUSA Objectives,   

 directs the licensee, in conjunction with every other Electricity Distributor,   

 to modify the DCUSA in such manner as is stated in that direction                 

 following the making of a recommendation to the Authority by the parties to the DCUSA 

pursuant to paragraph 22.12A(b). 

Part E:  Interpretation  

22.15 For the purposes of this condition: 

 (a) “modification” must be read in accordance with the meaning given to the   

 term  in section 111 of the Act, and any related expressions  are to be read accordingly; and 

 (b)  words and expressions appearing in Appendix 1 that are defined under   

  any provision of the DCUSA have the meaning given by, or are to be   

  read in accordance with, that provision.    

Specified     means specified in the DCUSA. 

Code of Practice means the Code Administration Code of Practice 

approved by the Authority and: 

(a)  developed and maintained by the code 

administrators in existence from time to time; and 

(b)   amended subject to the Authority’s approval from 

time to time; and 

(c) re-published from time to time. 

 

Directions means, in the context of sub-paragraph 22.9E(a), 

Direction(s) issued following publication of 

Significant Code Review conclusions, which will 

contain: 
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(a)  instructions to the licensee to make (and not 

withdraw, without the Authority's prior 

consent) a modification proposal; 

(b)  the timetable for the licensee to comply with 

the Authority’s Direction(s); and  

(c)  the Authority’s reasons for its Direction(s). 

 

Significant Code Review means a review of one or more matters which the 

Authority considers likely to: 

(a)  relate to the DCUSA (either on its own or in 

conjunction with any other industry code(s)); 

and 

(b) be of particular significance in relation to its 

principal objective and/or general duties (under 

section 3A of the Act), statutory functions 

and/or relevant obligations arising under 

Retained EU Law EU law;  

 and concerning which the Authority has issued 

a notice to the DCUSA parties (among others, 

as appropriate) stating: 

(i)  that the review will constitute a 

Significant Code Review; 

(ii)  the start date of the Significant Code 

Review; and 

(iii) the matters that will fall within the 

scope of the review. 

 

Significant Code Review Phase  means: 

(a) the period commencing either: 

(i) on the start date of a Significant Code 

Review as stated by the Authority; or 

(ii) on the date the Authority makes a 

direction under paragraph 22.9ED; (a 

“backstop direction”) 

and 

(b) ending either:  

(i)        on the date on which the Authority 

issues a statement under sub-paragraph 

22.9E(b) that no Directions will be 

issued in relation to the DCUSA; or 

(ii) if no statement is made under sub-

paragraph 22.9E(b) or (bb), on the date 

on which the licensee has made a 



 

 

 

 

 

 

26 

modification proposal in accordance 

with Directions issued by the 

Authority, or the Authority makes a 

modification proposal under paragraph 

22.9E(ba); or 

(iii) immediately under paragraph 22.9E(c), 

if neither a statement, a modification 

proposal, nor Directions are made by 

the Authority within (and including) 

twenty-eight (28) days from the 

Authority’s publication of its 

Significant Code Review conclusions; 

or 

(iv) if a statement has been made under 

paragraph 22.9E(bb) or a direction has 

been made under paragraph 22.9ED (a 

“backstop direction”), on the date 

specified in accordance with paragraph 

22.9EA. 

 

Small Participant    means: 

(a)  a generator, supplier, distributor, or new 

entrant to the electricity market in Great 

Britain that can demonstrate to the code 

administrator that it is resource-constrained 

and, therefore, in particular need of assistance; 

(b)  any other participant or class of participant that 

the code administrator considers to be in 

particular need of assistance; and  

(c)  a participant or class of participant that the 

Authority has notified the code administrator 

as being in particular need of assistance. 

 

22.16 Without prejudice to any rights of approval, veto, or direction the Authority may have, the 

licensee must use its best endeavours to ensure that procedures are in place that facilitate its 

compliance with the requirements of this condition including, but not limited to, modifying 

the DCUSA where necessary no later than 31 March 2017. 

22.17 Appendix 1 follows immediately below. 
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Condition 23.   Master Registration Agreement 

Licensee’s obligation 

23.1 The licensee, in conjunction and co-operation with all other Electricity Distributors, must take 

all steps within its power to ensure that the Master Registration Agreement (“the MRA”) in force 

under this licence at 31 May 2008 remains an  agreement that: 

(a) conforms to the requirements of paragraph 23.2 in respect of its contractual 

constitution;  

(b) conforms to the requirements of paragraph 23.3 in respect of its contents; and 

(c) is designed to facilitate the achievement of the Applicable MRA Objectives set out 

in paragraph 23.3A. 

 

Constitution of the MRA  

23.2 The MRA must be an agreement made between: 

 (a) on the one part, the licensee and all other Electricity Distributors; and 

 (b) on the other part: 

(i) all Electricity Suppliers (or their agents) that require the provision of 

Metering Point Administration Services from at least one Electricity 

Distributor, and 

(ii) such other persons as are, for Settlement Purposes, appropriate parties to the 

agreement. 

Contents of the MRA  

23.3 The MRA must comprise: 

(a) terms for the provision of Metering Point Administration Services in accordance 

with the requirements of standard condition 18 (Provision of and charges for 

Metering Point Administration Services); 

(b) provisions to facilitate, and procedures and practices to be followed by Electricity 

Suppliers in relation to, changes of Electricity Supplier in respect of any premises; 

(c) the Data Transfer Catalogue, being a catalogue of definitions, flows, and forms of 

such data as may require to be transferred by or to parties to the MRA, between 
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users of the Central Charge Database, or between any persons for Settlement 

Purposes or for any related purposes; 

 (d) arrangements for the modification of the MRA following consultation with  

  the parties, or representatives of the parties, to that agreement; 

(e) provisions (which must require the Authority’s approval) by virtue of which the 

whole or specified parts of the MRA are not to be capable of modification without 

the Authority’s approval; 

 (f) such other matters as are or may be appropriate for the development,   

 maintenance, and operation of an efficient, co-ordinated, and economical   

 system for the supply of electricity and for the purpose of facilitating   

 competition in electricity supply; and 

(g) provisions to facilitate, and procedures and practices to be followed in relation to, 

the establishment, operation, and maintenance of the Central Charge Database. 

23.3A The Applicable MRA Objectives are:  

(a) to develop, maintain and operate efficient, coordinated and economical procedures 

and practices to be followed in relation to changes of Electricity Supplier; 

(b) to promote effective competition between Electricity Suppliers and their agents;  

(c) to promote efficiency in implementing and administering the MRA arrangements; 

(d) so far as is consistent with sub-paragraphs (a), (b) and (c), to efficiently discharge 

the licensee’s obligations under this licence; 

(e) to comply with the Regulation and any relevant, legally binding decision of the 

European Commission or the Agency for the Cooperation of Energy Regulators; and  

(f) to facilitate, so far as is consistent with sub-paragraphs (a) to (e), the maintenance 

and operation of an accessible, efficient, coordinated and economical system for the 

Green Deal. 

23.4.   NOT USED 

23.5    The arrangements referred to in paragraph 23.3(d) must provide: 

(a) for proposals for the modification of the MRA to be made by the Authority (in relation 

only to modifications which fall within the scope of paragraph 23.6D); 

(b) for modification proposals made by the Authority or the licensee in accordance with 

paragraphs 23.5(a) and 23.5(c)(i) respectively: 
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(i) to be accepted into the MRA modification procedures by the panel; 

(ii) where they are raised by the licensee, not to be withdrawn without the 

Authority’s prior consent; and 

(iii) to proceed in accordance with paragraph 23.5(c); 

(c) for compliance by the licensee and (where applicable) the panel with any direction(s) 

issued by the Authority under this paragraph setting and/or amending a timetable (in 

relation to a modification proposal which falls within the scope of paragraph 23.6D) for 

the; 

(i) licensee to raise a modification proposal; and/or 

(ii) completion of each of the procedural steps outlined in the direction, to the extent 

that they are relevant; and/or 

(iii) implementation of a modification. 

(d) for parties to the MRA, and any such other persons as may be specified in the code, 

to appeal against any decision to implement or reject a proposed modification of the 

MRA, which does not require the Authority’s approval, to the Authority for 

determination; 

(e) for a modification report to be prepared in such manner and with all such contents as 

specified in the MRA, which shall include an assessment of the proposed 

modification in reference to whether, and if so how, it would better facilitate 

achieving the Applicable MRA Objectives and a detailed explanation of the reasons 

for that assessment; 

(f) where the proposed modification requires Authority approval in accordance with the 

provisions of the MRA, for the revision and resubmission of the modification report 

upon, and in accordance with, a direction issued to the panel by the Authority where 

the Authority determines that it cannot properly form an opinion on the approval of 

the modification proposal;  

(g) without prejudice to paragraph 23.6B, that proposals for the modification of the 

MRA falling within the scope of a Significant Code Review may not be made during 

the Significant Code Review Phase, except: 

(i) where the Authority determines that the modification proposal may be made, 

having taken into account (among other things) the urgency of the subject 

matter of the proposal; or 
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(ii) at the direction of, or by, the Authority; 

 

(h) that, where a modification proposal is made during a Significant Code Review 

Phase, the panel shall: 

(i) unless exempted by the Authority, notify the Authority as soon as   

  practicable of: 

1. any representations received in relation to the relevance of the Significant 

Code Review; and  

2. the panel's assessment of whether the proposal falls within the scope of the 

Significant Code Review and its reasons for that assessment; and 

 

(ii)  if the Authority so directs, not proceed with the modification proposal until the 

Significant Code Review Phase has ended; and 

(i) that where an appeal has been raised in respect of a modification proposal in 

accordance with sub-paragraph (d), that modification proposal shall be treated in 

accordance with any decision and/or direction of the Authority following that 

appeal. 

(j) for modification proposals raised in accordance with paragraph 23.6(a), or by the 

Authority under paragraph 23.5(a) and which fall within the scope of paragraph 

23.6D(b), and any alternatives to be withdrawn where the Authority so directs. Such 

a direction (a “backstop direction”), shall cause the Significant Code Review Phase 

to recommence. 

23.6 If, within twenty-eight (28) days after the Authority has published its Significant  Code 

Review conclusions, the Authority issues to the licensee: 

(a) the Authority issues Directions to the licensee, the licensee must comply with those 

Directions and must treat the Significant Code Review Phase as ended; 

(b) the Authority issues to the licensee a statement that no Directions under sub-

paragraph (a) will be issued in relation to the MRA, the licensee must treat the 

Significant Code Review Phase as ended; 

(ba) the Authority raises a modification proposal in accordance with paragraph 23.5(a), 

the licensee must treat the Significant Code Review Phase as ended; 

(bb) the Authority issues a statement that it will continue work on the Significant Code 

Review, the licensee must treat the Significant Code Review Phase as continuing 

until it is brought to an end in accordance with paragraph 23.6A; 

(c) neither Directions under sub-paragraph (a) nor a statement under sub-paragraph (b) 

or (bb) have been issued, nor a modification proposal under sub-paragraph (ba) has 

been made, the Significant Code Review Phase will be deemed to have ended. 
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The Authority's published conclusions and Directions to the licensee will not fetter any 

voting rights of MRA parties or members of the panel, or the procedures informing the 

modification report described at sub-paragraph 23.5(e). 

 

23.6A Where the Authority issues a statement under paragraph 23.6(bb) and/or a direction in 

accordance with sub-paragraph 23.5(j), the Significant Code Review Phase will be deemed 

to have ended when: 

(a)  the Authority issues a statement that the Significant Code Review Phase has ended; 

(b)  one of the circumstances in sub-paragraphs 23.6(a) or (ba) occurs (irrespective of 

whether such circumstance occurs within twenty-eight (28) days after the Authority 

has published its Significant Code Review conclusions); or 

(c)  the Authority makes a decision consenting, or otherwise, to the modification of the 

MRA following the panel’s submission of its report under sub-paragraph 23.6C(a). 

 

23.6B The arrangements for the modification of the MRA must provide that, where the Authority 

has issued a statement in accordance with sub-paragraph 23.6(bb) and/or a direction in 

accordance with sub-paragraph 23.5(j), the Authority may submit a modification proposal 

for a modification falling within the scope of paragraph 23.6D(b) to the panel.  

23.6C The arrangements for the modification of the MRA must provide, where the Authority 

submits a Significant Code Review modification proposal to the panel in accordance with 

paragraph 23.6B: 

(a) for a modification report to be prepared in such manner and with all such contents as 

specified in the MRA, which shall include an assessment of the proposed modification 

in reference to whether, and if so how, it would better facilitate achieving the Applicable 

MRA Objectives and a detailed explanation of the reasons for that assessment; and 

(b) for the revision and resubmission of the modification report upon, and in accordance 

with, a direction issued to the panel by the Authority where the Authority determines 

that it cannot properly form an opinion on the approval of the modification proposal. 

The Authority's published conclusions and modification proposal will not fetter any voting 

rights of MRA parties or members of the panel, or the procedures informing the 

modification report described at sub-paragraph 23.6C(a). 

23.6D Modification proposals fall within the scope of this paragraph where: 

(a) the Authority reasonably considers the modifications are necessary to comply with or 

implement the Regulation and/or any relevant legally binding decisions of the 

European Commission and/or the Agency for the Co-operation of Energy Regulators; 

and/or 

(b) the modification proposal is in respect of a Significant Code Review. 
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23.7 The MRA must provide for: 

 (a)  a panel body, as specified in the MRA (the “panel”) whose functions must include 

the matters required by this condition and as set out in the MRA; and, 

 (b)  a secretarial or administrative person or body, as specified in the MRA, to perform the 

role of code administrator (the “code administrator”). In addition to any powers, duties 

or functions set out in the MRA, the code administrator must: 

(i) together with other code administrators, publish, review, and (where 

appropriate) amend from time to time the Code of Practice approved by the 

Authority (any amendments to the Code of Practice are to be approved by the 

Authority);  

(ii) facilitate the procedures for making a modification to the MRA; 

(iii) have regard to, and in particular (to the extent relevant) be consistent with the 

principles contained in, the Code of Practice; and 

(iv) provide assistance, insofar as is reasonably practicable and on reasonable 

request, to parties (including, in particular, Small Participants) and, to the extent 

relevant, consumer representatives that request the code administrator’s 

assistance in relation to the MRA including, but not limited to, assistance with: 

 - drafting a modification proposal; 

 - understanding the operation of the MRA; 

- their involvement in, and representation during, the modification procedure 

processes (including but not limited to code panel and/or workgroup 

meetings); 

- accessing information relating to modification proposals and/or modifications. 

 

23.8 Eligible grounds for appeal under the provisions referred to in sub-paragraph 23.5(d) shall 

be that, in the opinion of the Authority: 

 

(a) (i) the appealing party is likely to be unfairly prejudiced by the 

implementation or non-implementation of that modification proposal; or  

 

(ii)  the appeal is on the grounds that: 

1.in the case of implementation, the modification proposal may not better 

facilitate the achievement of at least one of the Applicable MRA 

Objectives; or  

 

2.in the case of non-implementation, the modification may better 

facilitate the achievement of at least one of the Applicable MRA 

Objectives; and  
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(b) the appeal is not brought for reasons that are trivial or vexatious, nor does the 

appeal have no reasonable prospect of success. 

23.9 The procedures for the modification of the MRA must provide that recommendations or 

decisions for or against the implementation of a modification proposal shall be made with 

regard to whether that modification would, as compared with the existing provisions of 

the MRA, better enable the MRA to achieve the Applicable MRA Objectives.  

23.10 The procedures for the modification of the MRA must be consistent with the principles set 

out in the Code of Practice, to the extent that they are relevant. 

23.11. Without prejudice to any rights of approval, veto or direction the Authority may have, the 

licensee must use its best endeavours to ensure that procedures are in place that facilitate its 

compliance with the requirements of this condition including, but not limited to, modifying 

the MRA where necessary no later than 31 March 2017. 

Interpretation  

 

23.12 For the purposes of this condition: 

 

Code of Practice means the Code Administration Code of Practice approved by the 

Authority and: 

(a)  developed and maintained by the code 

administrators in existence from time to time;  

(b)  amended subject to the Authority’s approval from 

time to time; and 

(c)  re-published from time to time. 

 

Directions means, in the context of sub-paragraph 23.6(a), Direction(s) 

issued following publication of Significant Code Review 

conclusions, which will contain: 

(a)  instructions to the licensee to make (and not 

withdraw, without the Authority's prior consent) a 

modification proposal; 

(b)  the timetable for the licensee to comply with the 

Authority’s Direction(s); and 

(c)  the Authority’s reasons for its Direction(s). 

 

Significant Code Review means a review of one or more matters which the Authority 

considers likely to: 

(a) relate to the MRA (either on its own or in 

conjunction with any other industry code(s)); and 

(b) be of particular significance in relation to its 

principal objective and/or general duties (under 
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section 3A of the Act), statutory functions and/or 

relevant obligations arising under Retained EU 

Law EU law;  

and concerning which the Authority has issued a 

notice to the MRA parties (among others, as 

appropriate) stating: 

(i)  that the review will constitute a Significant 

Code Review; 

(ii)  the start date of the Significant Code 

Review; and 

(iii)  the matters that will fall within the scope of 

the review. 

 

Significant Code Review 

Phase 

means the period 

(a) commencing either: 

(i) on the start date of a Significant Code Review 

as stated by the Authority; or, 

(ii) on the date the Authority makes a direction 

under sub-paragraph 23.5(j) (a ”backstop 

direction”);  

 and  

(b) ending either: 

(i) on the date on which the Authority issues a 

statement under sub-paragraph 23.6(b) that no 

Directions will be issued in relation to the 

MRA; or 

(ii) if no statement is made under sub-paragraph 

23.6(b) or (bb), on the date on which the 

licensee has made a modification proposal in 

accordance with Directions issued by the 

Authority under sub-paragraph 23.6(a), or the 

Authority makes a modification proposal 

under paragraph 23.6(ba); or 

 

(iii) immediately under sub-paragraph 23.6(c), if 

neither a statement, a modification proposal 

nor Directions are made by the Authority 

within (and including) twenty-eight (28) days 
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from the Authority’s publication of its 

Significant Code Review conclusions; or 

 

(iv) if a statement has been made under paragraph 

23.6(bb) or a direction has been made under 

paragraph 23.5(j) (a “backstop direction”), on 

the date specified in accordance with 

paragraph 23.6A. 

 

Small Participant means 

(a)  a supplier, distributor, or new entrant to the 

electricity market in Great Britain that can 

demonstrate to the code administrator that it is 

resource-constrained and, therefore, in particular 

need of assistance; 

(b)  any other participant or class of participant that the 

code administrator considers to be in particular 

need of assistance; and  

(c) a participant or class of participant that the 

Authority has notified the code administrator as 

being in particular need of assistance. 

 

 

Condition 26.   Disposal of Relevant Assets and restrictions on charges over Receivables 

General prohibition  

26.1 The licensee must not take any action that is or would be a Disposal of, or a Relinquishment 

of Operational Control over, any Relevant Asset except in accordance with the provisions of this 

condition. 

26.2 Subject to paragraph 26.3, the licensee must not, after 1 April 2013, grant any mortgage, 

charge, or other form of security over any Receivable except in accordance with the 

provisions of this condition. 

26.3 The licensee may permit any mortgage, charge, or other form of security over any 

Receivable in effect at the date mentioned in paragraph 26.2 to remain in effect and may 

vary its terms so long as the variation does not have the effect of materially extending the 

scope of the mortgage, charge, or other form of security insofar as it applies to the 

licensee’s Receivables. 
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Arrangements for specific cases  

26.4 Except where paragraph 26.6, 26.7 or 26.9 applies, the licensee:  

 (a)  

(i) must give the Authority not less than two months’ Notice of its intention to 

dispose of or relinquish operational control over any Relevant Asset, together 

with such further information as the Authority may request relating to that asset, 

or to the circumstances of the intended Disposal or Relinquishment of 

Operational Control, or to the intentions in regard to those matters of the person 

who proposes to acquire the asset or operational control over it; and 

(ii) may dispose of or relinquish operational control over that Relevant Asset if (and 

only if) the Authority either consents to the transaction in question or does not 

inform the licensee in Writing of any objection to it within the Notice period 

specified in sub-paragraph (a)(i); 

and 

(b) 

(i) must give the Authority not less than two months’ Notice of its intention to 

grant any mortgage, charge, or other form of security over any Receivable or 

class or classes of Receivables together with such further information as the 

Authority may request relating to that Receivable, class or classes of 

Receivables or to the circumstances of the intended grant of the mortgage, 

charge, or other form of security; and 

(ii) may grant a mortgage, charge, or other form of security over that Receivable or 

class or classes of Receivables if (and only if) the Authority either consents to 

the transaction in question or does not inform the licensee in Writing of any 

objection to it within the Notice period specified in sub-paragraph (b)(i). 

26.5 A consent by the Authority under paragraph 26.4(a)(ii) or 26.4(b)(ii) may be given subject 

to the acceptance by the licensee, or by any third party to the transaction in question, of such 

conditions as may be specified in that consent. 

Arrangements for other cases   

 26.6 The licensee may dispose of or relinquish operational control over any Relevant Asset 

where:  

 (a) the transaction in question or the asset in question is of a class or description to 

which the provisions of the General Consent set out at Appendix 1 (which is part of this condition) 

apply; and  
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 (b) the transaction in question satisfies and is in accordance with all such conditions and 

requirements as may apply to it under those provisions in relation to that asset. 

26.7 The licensee may grant a mortgage, charge, or other form of security over a Receivable or 

class or classes of Receivables where: 

(a) the indebtedness of the licensee that is to be secured represents the novation or 

rollover of existing indebtedness; and 

(b)  the proceeds of the indebtedness of the licensee that is to be secured are used to 

repay the existing indebtedness referred to in sub-paragraph (a). 

26.8 For the purposes of paragraph 26.7, what is meant in any particular case by: 

(a) “existing indebtedness” and 

(b) “proceeds of the indebtedness” 

is to be treated as a question of fact. 

Statutory requirement 

26.9 The licensee may: 

 (a) dispose of or relinquish operational control over any Relevant Asset; or 

(b) grant a mortgage, charge, or other form of security over any Receivable or class or 

classes of Receivables, 

where the transaction in question is required by or under any enactment, any provision of 

subordinate legislation within the meaning of the Interpretation Act 1978, or a regulation or 

directive of the Council or Commission of the European Union that forms part of Retained 

EU Law. 

Interpretation   

26.10 In this condition, in relation to a Relevant Asset or, as applicable, a Receivable: 

Disposal means (whether under the law of England and Wales or under the 

law of Scotland) any of the following:  

 (a) a transfer of that asset (whether or not for value) to a 

person other than the licensee; or  

 (b) a lease, licence, or loan of (or the grant of any other 

right of possession in relation to) that asset; or 

 (c) the grant of any mortgage, charge, or other form of 

security over thatasset; or 
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 (d) if the asset is an interest in land, any transaction or 

event that is capable under any enactment or rule of law of affecting 

the title to a registered interest in that land, and references to 

“dispose” are to be read accordingly.    

 

Obsolete means that the asset no longer performs its required function either in 

an efficient manner or at all (whether through wear and tear, 

obsolescence, damage, failure, unsafe operation, or advances in 

technology) and includes equipment that the licensee has decided to 

render obsolete as a result of inspection. 

Prior Notice  means Notice given to the Authority under paragraph 26.2(a) of the 

licensee’s intention in relation to the asset. 

Receivable means a contractual right to receive any sum or sums or any other 

financial asset from another person. 

Redundant means that the asset is no longer required or necessary to enable the 

licensee to comply with its obligations under the Act or this licence 

in relation to its Distribution System (but a Relevant Asset may not 

be regarded as being Redundant solely because it is in the 

ownership or control of a third party). 

Relinquishment of 

Operational Control 

includes entering into any agreement or arrangement under which 

operational control of the asset is not or ceases to be under the sole 

management of the licensee, and “relinquish” and any related 

expressions in this context are to be read accordingly. 

Retail Prices Index means, in relation to a valuation of the asset under paragraph A5 of 

Appendix 1, the general index of retail prices published by the 

Office for National Statistics (or any other successor body) each 

month in respect of all items. 

Value means the estimated price that could be expected to be received in 

the market at the time of the Disposal of the asset. 

 

26.11 Appendix 1 follows immediately below.     
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Condition 31B. Independence of the Distribution Business and restricted use of Confidential 

Information 

31B.1  This condition applies where the licensee is not a Distribution Service Provider but is part 

of a Vertically Integrated undertaking. 

 

Licensee’s obligations 

 

31B.2  The licensee must put in place and at all time maintain managerial and operational systems 

that prevent any Relevant Licence Holder from having access to Confidential Information 

except and to the extent that such information: 

(a) is made available on an equal basis to any Electricity Supplier, gas supplier, or gas 

shipper; 

(b)  is referable to a Customer who at the time to which the information relates was a 

Customer of the Relevant Licence Holder; or 

(c) is of a type that has been confirmed by the Authority in Writing as corporate 

information. 

 

Compliance Statement must always be in place 

 

31B.3   Except with the Authority’s consent, the licensee must at all times have in place a 

Compliance Statement, approved by the Authority, that describes the practices, 

procedures, and systems which the licensee has adopted (or intends to adopt) to ensure 

compliance with paragraph 2. 

 

31B.4   If the Authority does not direct the licensee to amend the Compliance Statement within 60 

days of receiving it, the statement is to be treated as approved by the Authority. 

 

31B.5  The licensee must take all reasonable steps to ensure that it complies with the terms of the 

Compliance Statement in place under this condition. 

 

Specific contents of the Compliance Statement 

 

31B.6  The Compliance Statement must, in particular, set out how the licensee will: 
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(a) maintain the full managerial and operational independence of the Distribution 

Business from any Relevant Licence Holder; 

(b) maintain the branding of the Distribution Business so that it is fully independent from 

the branding used by any Relevant Licence Holder; and 

(c) manage the transfer of employees from the Distribution Business to any Relevant 

Licence Holder. 

 

31B.7 The Compliance Statement must also ensure that any arrangements to which the licensee 

is party that fall within any of the descriptions given in paragraph 8 are such as to prevent 

any breach of the requirements for paragraph 2. 

 

31B.8  The arrangements referred to in paragraph 7 are those that enable any Relevant 

Undertaking, or any person engaged in or in respect of the activities of such a Relevant 

Licence Holder, to have any use of or access to: 

(a) premises or parts of premises occupied by persons engaged in, or in respect of, the 

management or operation of the Distribution Business; 

(b) systems for recording, processing, or storing data to which persons engaged in. or in 

respect of, the management or operation of the Distribution Business also have access; 

(c) equipment, facilities, or property employed for the management or operation of the 

Distribution Business; and 

(d) the services of any persons who are (whether or not as their principal occupation) 

engaged in, or in respect of, the management or operation of the Distribution 

Business. 

 

Revision and publication of Compliance Statement 

 

31B.9  The licensee may, with the Authority’s approval, revise a Compliance Statement prepared 

in accordance with paragraph 3. 

 

31B.10  The licensee must publish a copy of every Compliance Statement prepared in accordance 

with paragraph 3 (or revised in accordance with paragraph 9) on its Website (if it has one) 

within 21 days of its approval by the Authority. 
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Interpretation 

 

31B.11  In this condition: 

 

Confidential Information means information relating to, or derived from, the 

Distribution Business that is not published or otherwise 

legitimately in the public domain. 

 

Relevant Licence Holder  

 

means the holder of: 

 

 (a) a Supply Licence; or 

(b) a gas supply licence; or 

(c) a gas shipper licence; or 

(d) an electricity generation licence; 

that is also an Affiliate or a Related Undertaking of the 

licensee. 

 

Vertically Integrated 

Undertaking 

means an electricity undertaking or a group of electricity 

undertakings where the same person or the same persons 

are entitled, directly or indirectly, to exercise control, and 

where the undertaking or group of undertakings perform 

in the United Kingdom and/or the European Economic 

Area at least one of the functions of transmission or 

distribution, and perform in the United Kingdom and/or 

the European Economic Area at least one of the functions 

of generation or supply of electricity. Terms within this 

definition shall have the meaning given to them by the 

Directive. 

 
Condition 31A. Accounts  

 

Provisions applying to Independent Distribution Network Operators  
31.A.1 This condition and standard conditions 31B (Independence of the Distribution Business and 

restricted use of Confidential Information) and 31C (Appointment of Compliance Officer) apply 

where the licensee is not a Distribution Services Provider.  
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Keeping accounts at the disposal of the public  

 

31A.2 The licensee shall draw up, submit to audit and publish its annual accounts in accordance 

with any obligations to which it is subject under national company law.  

 

31A.3 To the extent that the licensee is not subject to an obligation to draw up and submit to audit 

annual accounts under national company law, the licensee shall draw up, submit to audit and 

publish its annual accounts as if it were a limited liability company within the meaning of sections 

1 and 3 of the Companies Act 2006.  

 

31A.4 The licensee shall keep a copy of its annual accounts at the disposal of the public at its 

principal place of business.  

 

Internal accounting  

 

31A.5 The licensee, in its internal accounting, shall:  

 

(a) keep separate accounts for its distribution activities and each if any of its transmission activities 

as if such activities were carried out by separate undertakings, to avoid discrimination, cross-

subsidisation between these activities and distortion of competition;  

(b) keep accounts, which may be consolidated, for other electricity activities not relating to 

transmission or distribution.  

(c) ensure that revenue from ownership of the interconnector operation of the distribution system is 

separately identifiable;  

(d) where appropriate, keep consolidated accounts for other non-electricity activities;  

(e) include a balance sheet and a profit and loss account for each activity in the accounts. 

 

Audit 

 

31A.6 The licensee must at its own expense enter into a contract of appointment with an 

Appropriate Auditor for the completion of Agreed Upon Procedures in relation to the prohibition of 

cross-subsidy and discrimination generally and in particular under standard condition 31B 

 

31A.7 The contract must require that Agreed Upon Procedures are conducted in relation to each 

Regulatory Year and that the licensee will arrange for the Appropriate Auditor to address a report 

to the Authority by 31 July following the end of each Regulatory Year which states that he has, in a 

manner consistent with the relevant auditing standards, completed the Agreed Upon Procedures 

issued by the Authority in respect of the Regulatory Year under report and which sets out his 

findings.  
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31A.8 If the Authority is satisfied that the report referred to in paragraph 6 above demonstrates that 

the licensee has complied with the obligation to avoid discrimination and cross-subsidies that is 

specified in Article 31 of the Directive 2009/72/EC of the European Parliament and of the 

European Council of 13 July 2009. and is imposed on the licensee by the condition of this licence 

referred to in paragraph 6 above, the report is deemed to represent the results of an audit of that 

obligation, as required by the Article. 

 

Interpretation 

  

31A.9 In this condition:  

 

Agreed Upon Procedures  

 

 

means procedures from time to time agreed 

between the Authority, the Appropriate 

Auditor and the licensee for the purpose of 

enabling the Appropriate Auditor to review 

and report to the Authority on matters relating 

to the licensee’s compliance with the 

obligation mentioned at paragraph 7.  

Appropriate Auditor  means:  

(a) in the case of a licensee that is a company 

within the meaning of section 1 of the 

Companies Act 2006 a person appointed as 

auditor  

 

Condition 44.  Regulatory Accounts 

Introduction 

44.1 This condition applies to Regulatory Accounts prepared for Regulatory Years beginning on 

and after 1 April 2015 and requires the licensee to: 

(a) prepare and publish Regulatory Accounts within the meaning set out in Part A of 

this condition; and 

(b) maintain (and ensure that any Affiliate or Related Undertaking of the licensee 

maintains) such accounting records, other records, and reporting arrangements as are 

necessary to enable the licensee to comply with that obligation. 

 

Part A: Preparation of Regulatory Accounts 

44.2 For the purposes of this condition, but without prejudice to paragraph 44.9, the licensee 

must prepare Regulatory Accounts for each Regulatory Year. 
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44.3 Except and so far as the Authority otherwise consents, the licensee must comply with the 

obligations imposed by Part A of this condition. 

44.4 The licensee must keep or cause to be kept, for a period approved by the Authority that is 

not less than the period referred to in section 388(4)(b) of the Companies Act 2006, and in 

the manner referred to in that section 388, such accounting and other records as are 

necessary to ensure that all of the revenues, costs, assets, liabilities, reserves, and provisions 

of, or reasonably attributable to, each of the Distribution Business Activities of the licensee 

are separately identifiable as such in those records (and in those of any Affiliate or Related 

Undertaking of the licensee). 

44.5 The Regulatory Accounts must be prepared on a consistent basis derived from the 

accounting and other records referred to in paragraph 44.4  

44.6 The Regulatory Accounts must be prepared under the same Applicable Accounting 

Framework as the most recent or concurrent statutory accounts of the licensee and must 

comprise the accounting items set out at paragraph 44.7, supported by the explanatory notes 

mentioned at paragraph 44.8.  

44.7 The accounting items to which paragraph 44.6 refers are: 

(a) a profit and loss account (or, as appropriate, a statement of profit or loss and other 

comprehensive income); 

(b) a statement of total recognised gains and losses (or, as appropriate, a statement of 

changes in equity and, if appropriate, a statement of recognised income and expense); 

(c) a balance sheet (or, as appropriate, a statement of financial position); 

(d) a cash flow statement (or, as appropriate, a statement of cash flows); 

(e) a Corporate Governance Statement; 

(f) a Strategic Report; and 

(g) a Directors’ Report.  

 

44.8 The explanatory notes to which paragraph 44.6refers must:  

(a) provide a summary of the accounting policies adopted by the licensee for the purpose 

of producing Regulatory Accounts; 

(b) disclose, in relation to the accounts to which paragraph 44.7(a) refers, Segmental 

Information for each of the Distribution Business Activities of the licensee for each of 
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the disclosure lines in the relevant account or statement down to the total operating 

profit level; and 

(c) disclose, in relation to the accounts to which paragraph 44.7(c) refers, Segmental 

Information for each of the Distribution Business Activities of the licensee for gross 

additions to tangible and intangible assets in the case of a balance sheet, or for gross 

additions to non-current assets by category in the case of a statement of financial 

position. 

 

Part B: Consistency with the statutory accounts 

44.9 Regulatory Accounts prepared in respect of a Regulatory Year under Part A of this 

condition must, so far as is reasonably practicable and except with the Authority’s approval, 

having regard to the purposes of this condition:  

(a) have the same content and format as the most recent or concurrent statutory accounts 

of the licensee prepared under Chapter 4 of Part 15 of the Companies Act 2006 and 

follow the reporting requirements of the Applicable Accounting Framework, subject 

to the inclusion of Segmental Information as prescribed in paragraphs 44.8(b) and (c);  

(b) comply with all relevant accounting and reporting standards currently in force under 

the Applicable Accounting Framework as set out in section 395 of the Companies Act 

2006; and 

(c) also be prepared as group accounts in the format required under the Applicable 

Accounting Framework if the holder of this licence is a parent undertaking as defined 

in Section 1162 of the Companies Act 2006 and itself prepares group accounts under 

the Applicable Accounting Framework. 

 

Part C: Audit and delivery of Regulatory Accounts  

44.10 Unless the Authority otherwise consents, the licensee must: 

(a) procure an audit by an Appropriate Auditor of such parts of its Regulatory Accounts 

and the Directors’ Report as would be required by the Companies Act 2006 if the 

licensee were a Quoted Company and they were the licensee’s statutory accounts 

drawn up to 31 March and prepared under Part 15 of the Companies Act 2006; 

(b) procure a report by the Appropriate Auditor, addressed to the Authority, that states 

whether in his opinion those accounts fairly present the licensee’s financial position, 

financial performance, and cash flows in accordance with the requirements of this 

condition; and 
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(c) deliver those accounts and the Appropriate Auditor’s  report required under 

paragraph 44.10(b) to the Authority as soon as is reasonably practicable and in any 

event before the date of their publication under F of this condition. 

 

Part D: Terms of appointment of Appropriate Auditor 

44.11 For the purposes of paragraph 44.10, the licensee must, at its own expense, enter into a 

contract of appointment with an Appropriate Auditor that includes a term requiring that the 

audit of the licensee’s Regulatory Accounts must be conducted by that Appropriate Auditor 

in accordance with all such relevant auditing standards in force on the last day of the 

Regulatory Year to which the audit relates as would be appropriate for accounts prepared in 

accordance with the provisions of Part 15 of the Companies Act 2006.  

Part E: Agreed Upon Procedures: prohibition of cross-subsidy and discrimination  

44.12 The licensee must at its own expense enter into a contract of appointment with an 

Appropriate Auditor for the completion of Agreed Upon Procedures in relation to the 

prohibition of cross-subsidy and discrimination generally and in particular under paragraph 

9 of standard condition 4 (No abuse of the licensee’s special position) and under standard 

conditions 19 (Prohibition of discrimination under Chapters 4 and 5) and 39 (Prohibition of 

discrimination under Chapter 9). 

44.13 The contract must require that the Agreed Upon Procedures are conducted in relation to 

each Regulatory Year and that the licensee will arrange for the Appropriate Auditor to 

address a report to the Authority by 31 July following the end of each Regulatory Year that: 

(a) states that he has, in a manner consistent with the relevant auditing standards, 

completed the Agreed Upon Procedures issued by the Authority in respect of the 

Regulatory Year under report; and  

(b) sets out his findings. 

44.14 If the Authority is satisfied that the report referred to in paragraph 44.13 demonstrates that 

the licensee has complied with the obligation to avoid discrimination and cross-subsidies 

that is specified in Article 31 of the Directive 2009/72/EC of the European Parliament and 

of the European Council of 13 July 2009 and is imposed on the licensee by the standard 

conditions of this licence referred to in paragraph 44.12, the report will be deemed to 

represent the results of an audit of that obligation, as required by the Article.  
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Part F: Publication and provision of Regulatory Accounts 

44.15 Unless the Authority after consulting with the licensee directs otherwise, the licensee must 

publish its Regulatory Accounts: 

(a) as a stand-alone document in accordance with this condition; 

(b) by 31 July after the end of the Regulatory Year to which the accounts relate;   

(c) on, and in a way that is readily accessible from, its Website or a Website of an 

Affiliate or Ultimate Controller of the licensee provided that the link is both clear 

and readily accessible; and   

(d) in any other manner that, in the opinion of the licensee, is necessary to secure 

adequate publicity for the accounts. 

44.16 The licensee must provide a copy of the Regulatory Accounts free of charge to any person 

who requests a copy. 

Part G: Definitions  

44.17 For the purposes of this condition: 

Applicable Accounting 

Framework 

means either: 

(a) in respect of any reference to statutory accounts 

of the licensee (except for group  

accounts): 

(i) individual accounts prepared in accordance with 

section 396 of the Companies Act 2006; or 

(ii) individual accounts prepared in accordance with 

international accounting standards; 

or 

(b) in respect of any reference to statutory accounts 

of the licensee that are group accounts: 

(i) group accounts prepared in accordance with 

section 404 of the Companies Act 2006; or 

(ii) group accounts prepared in accordance with 

international accounting standards. 

 

Demand Customer  means, in relation to any energised or de-energised 

Exit Point on the licensee’s Distribution System, the 

person who is taking, or is deemed to be taking, a 

supply of electricity through that Exit Point. 
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Distribution Business 

Activities 

means the following activities of the licensee:  

(a) the distribution of electricity through the 

licensee’s Distribution System to Demand 

Customers; 

(b) the distribution of electricity through the 

licensee’s Distribution System in respect of 

Distributed Generation, together with such of the 

activities covered by sub-paragraphs (c) and (d) of 

this definition as are directly associated with that 

activity;   

(c) the provision of Directly Remunerated Services 

(other than any such services falling within the next 

sub-paragraph;    

(d) the provision of Metering Equipment and 

Metering Services (including the service of 

providing Legacy Metering Equipment but 

excluding any such provision falling within sub-

paragraph (b) of this definition), together with the 

provision of Data Services;  

(e) any De Minimis Business of the licensee; 

(f) any other activities to which the Authority has 

consented in accordance with paragraph 29.4(c) of 

standard condition 29; and  

(g) any Distribution Business of the licensee in 

respect of which the activities take place outside the 

licensee’s Distribution Services Area.  

  

Quoted Company  has the meaning given to that term in section 385 of 

the Companies Act 2006. 

 

Segmental Information  means such financial and descriptive information in 

respect of the Distribution Business Activities of the 

licensee as would be disclosable under International 

Financial Reporting Standard 8 (or Statement of 

Standard Accounting Practice 25) if each of those 

activities were an operating segment (or reportable 

segment) of the licensee within the meaning of those 

respective standards. 

 

UK Listing Authority  means the Financial Conduct Authority (FCA) 

acting in its capacity as the competent authority for 

the purposes of Part VI (Official Listing) of the 

Financial Services and Markets Act 2000.  
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Part H: Interpretation  

44.18 The requirement under paragraph 44.7 for the licensee to include a Strategic Report, a 

Corporate Governance Statement, and a Directors’ Report in its Regulatory Accounts must 

be read as if the requirement applied to the licensee as a Quoted Company, whether or not it 

is such a company, such that: 

(a) the Corporate Governance Statement, has the coverage and content of the corporate 

governance statement that a Quoted Company is required to prepare under the UK 

Corporate Governance Code issued under the UK Listing Authority’s listing rules 

and interpretations on corporate governance;  

(b) the Strategic Report has the coverage and content of the Strategic Report that a 

Quoted Company is required to prepare under sections 414A, 414C and 414D of the 

Companies Act 2006; and 

(c) the Directors’ Report, has the coverage and content of the directors’ report that a 

Quoted Company is required to prepare under sections 415, 416, 418(2), and 419(3) 

and (4) of the Companies Act 2006. 

44.19 Regulatory Accounts prepared by the licensee in respect of the Regulatory Year beginning 

on 1 April  2014 are subject to the provisions of this condition in the form in which it was in 

force at 31 March 2015. 

 
 

 


