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Annex 2 - Electricity distribution licence keeling schedule

[Note: Text shown in blue double underline are proposed additions and text
shown in red-strikcethroeugh are proposed deletions]

Standard conditions of electricity distribution licences

To be added to the electricity distribution licence standard conditions
Condition 1 (definition for the standard conditions)

Electricity Distributor means any person who is Authorised by an Electricity Distribution

Licence to distribute electricity.

Electricity Markets means markets for electricity, including over-the-counter markets and
electricity exchanges, markets for the trading of energy, capacity, balancing and ancillary
services in all timeframes, including forward, day-ahead and intraday markets;

GB System Operator meansNatienal-Grid-Electricity Fransmissionple fwhich-isthe

capacity-as-eperater-of-the-GBFransmissien-Systemmeans National Grid Electricity System

Operator limited (which is the company incorporated in England and Wales under registered

number 11014226) in its capacity as operator of the GB Transmission System.

National Consumer Council means the body of that hame established by section 1 of the
Consumers, Estate Agents and Redress Act 2007 in the version before it was substituted by
paragraph 12 of Part 1 (Amendments to Acts) of Schedule 1 of the Public Bodies (Abolition of
the National Consumer Council and Transfer of the Office of Fair Trading’s Functions in relation
to Estate Agents etc) Order 2014.

National Electricity Transmission System Operator Area means the area specified in

Schedule 1 to the GB System Operator’s transmission licence.

Supply Licence means an electricity supply licence granted or treated as granted under

section 6(1)(d) of the Act that authorises a person to supply electricity
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Total System means the national electricity transmission system and the distribution systems

of all authorised electricity operators which are located in the National Electricity Transmission

System Operator Area.

New Condition - 25B Network Development Plan

25B.1 The licensee must publish a statement of network development information (“the
Network Development Plan”):

(a) on or before 1 May in the financial year commencing 1 April 2022 or on such date as

the Authority may direct; and

(b) subsequently, on or before 1 May every two years afterwards or on such date as the
Authority may direct.

25B.2 This Condition applies to an Electricity Distributor operating a continuous area of network
that serves 100,000 or more Customers, unless the Authority directs otherwise.

Part A: Scope and contents of Network Development Plan

25B.3 The licensee must use reasonable endeavours to ensure that each Network Development
Plan published by it covers the investments planned for the next five to ten year period in
relation to the 11kV network and above, but it may exclude secondary transformers and
all pole mounted transformers. The Network Development Plan must include:

(a) a.description of those parts of the licensee’s Distribution System most suited to new
connections and distribution of further quantities of electricity;

(b) a_description of those parts of the licensee’s Distribution System where

reinforcement may be required in order to connect new capacity and new loads,
including to facilitate the deployment of Electric Vehicle Recharging Points;

(c) ch information m e necessary for:
(i) the Electricity System Operator;
(ii)  Electricity Distributors; and

(iii) Transmission Licensees,
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with whose system the licensee’s Distribution System is connected or with whom the

licensee interfaces, to ensure the secure and efficient operation, coordination

development and interoperability of the interconnected system; and

(d) the Distribution Flexibility Services or Energy Efficiency Services that the Electricit
Distributor reasonably expects to need. This includes:

(i) demand-side response;

(ii) energy efficiency;

(iii) energy storage facilities; or
(iv) other resources,

that the Electricity Distributor will reasonably expect to use as an alternative to

reinforcement.

Part B: Publication of data, and information in relation to the Network Development Plan

25B.4 The licensee must publish on its website the Network Development Plan, together with

the relevant data and information used to prepare its Network Development Plan,
including:
(a) the methodology used by the licensee in preparing the Network Development Plan;
(b) the assumptions made by the licensee in preparing the Network Development Plan;
(c) information relating to the Distribution Flexibility Services that the Electricity

Distributor reasonably expects to need across the network area in respect of each

financial year. This includes:

(i) demand-side response;

(i) energy efficiency;

(iii) energy storage facilities; and

(iv) other resources,

that the Electricity Distributor will reasonably expect to use as an alternative to

reinforcement; and

(d) information relating to the expected development of distribution infrastructure in
respect of each financial year, including the licensee’s best view of the design an
technical characteristics of the development of the system, considering the likel
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ower flows, capacity, location and timing of the development. This should include
developments required in order to connect new generation capacity and new loads
including Electric Vehicle Recharging Points. To the extent that information is
available to the licensee, this includes possible routing options for new circuits and

locations for potential reinforcements.

25B.5 The licensee must provide a copy of the Network Development Plan on request and free

of charge to any person.

Part C: Information exclusions

25B.6 The licensee must include all the information required by paragraph 25B.3 in every
Network Development Plan and must publish the relevant data and information referred to in
25B.4 except if it receives the Authority’s consent to:

(a) omitany details about circuit capacity, power flows, loading, or any other information
the disclosure of which would, in the Authority’s view, seriously and prejudicially
affect the commercial interests of the licensee or any third party;

(b) omit any information the disclosure of which would place the licensee in breach of
standard condition 42 (independence of the distribution business and restricted use
of confidential information).

Part D: Use of the most recent Long Term Development Statement

25B.7 In preparing the Network Development Plan, the licensee must use the most recent
version of the Long-Term Development Statement prepared under Standard Licence Condition
25 (long-term development statement) to ensure that the data and information used for the
Network Development Plan is consistent with that used in the Long-Term Development
Statement, so that there is a clear progression from the final year of the Long-Term
Development Statement and the start of the Network Development Plan.

Part E: Consultation

25B.8 The licensee must:
a) consult interested parties on the proposed Network Development Plan for a period of
28 days before publishing as required by paragraph 25B.1; and,
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b) publish the non-confidential consultation responses received, a summary of the
responses and how it has taken them into account, along with the Network
Development Plan.

Part F: Changes to the Network Development Plan

25B.9 The Authority may:

a) within 28 days of the licensee publishing its Network Development Plan under paragraph

25B.1, issue a direction to the licensee that the Network Development Plan, or the
revisions to the Network Development Plan, requires further development; and

b) direct the licensee to:

i revise the Network Development Plan;
ii. further consult with interested parties;
iii. submit the revised Network Development Plan to the Authority by the date specified by
the Authority; and

iv. publish the revised Network Development Plan and the relevant data and information
used to prepare the same, subject to the information exclusions in 25B.6

Condition 31D. Prohibition on Generating by Licensee

Part A: Prohibition on Licensee engaging in the activity of electricity generation
31D.1 The licensee must not carry out the activity specified in Section 4(1)(a) of the Act, except

where the licensee:

(a) owns or operates assets situated on an island solely for the purpose of ensuring
security of supply of that island, and those assets form part of a facility originally
commissioned prior to this licence condition taking effect (known as Category A
exception); or

(b) ewns—and-eperatesassets owns or operates assets, which are situated on sites on
which the licensee carries out Distribution Business, for purpose of continuity of
supply, system resilience, or energy management and the assets are not used to
buy or sell electricity in the Electricity Markets (known as Category B exception); or

(c) has been issued a direction from the Authority under 31D.2 (known as Category C
exception).

31D.2 A direction may be given where the Authority considers the licensee to have satisfied the

following criteria:
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(a) taken reasonable steps to obtain a market-based solution prior to making an
application for a direction under this section; and
(b) justified that a licensee-operated asset provides the most economic and efficient
solution; and
(c) put in place arrangements that minimise the risk of discrimination or distortion of
current and future markets.
31D.3 Any direction given under 31D.2 may be given to such an extent, and subject to such

conditions as may be specific in the direction.

31D.3A Where a licensee operates assets under a Category C exception, it must, prior to the
expiry of the period of 5 years from the date on which the exception came into force, or
such other period as the Authority may direct, prepare a report detailing the willingness
of third parties to own, develop, operate or manage such assets in a cost effective manner
and provide it to the Authority.

31D.3B Where the Authority uses the report under 31D.3A to consult to assess the potential

availability and interest of third parties in investing in such assets and on the costs of such
investment and, as a result of that consultation, decides that the criteria in 31D.2 are no

longer met, the licensee must ensure that its activities in this regard are phased out within
18 months of that decision, including by way of a transfer to another undertaking and as
part of the conditions of that procedure the Authority may allow the licensee to receive

reasonable compensation, in particular to recover the residual value of its investment in
the assets.”;.

31D .4 The Licensee_must, if directed to do so by the Authority, publish details of assets subject

to any exception in standard licence condition 31D.1.

Part B: The Prohibition on Generating Guidance (POGG)
31D.5 The Authority will issue, and may from time to time revise, guidance regarding the
manner in which it will exercise its powers under 31D.2, 31D.3A, and 31D.4, and such

guidance will be known as the Prohibition on Generating Guidance (POGG).
31D.6 The guidance issued in accordance with 31D.5 may, in particular, set out:

(a) detail on the exceptions described in 31D.1;

(b) detail on the criteria against which applications for a direction will be assessed as
referred to under 31D.2;

(c) the process and procedures that will be in place for the assessment and issuing of a
direction under 31D.2;
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any other matter relating to the process of granting of a direction under 31D.2;
the circumstances in which a direction may be issued under 31D.4; and

the details to be published pursuant to a direction made under 31D.4-; and

the process and procedures for the preparation of a report under 31D.3A.

31D.7 Where the POGG imposes any obligations on the licensee, the obligation has effect as if

it were a part of this condition.

New Condition 31E. P t and f Distribution Flexibility Servi

31E.1 The licensee must coordinate and direct the flow of electricity onto and over its

Distribution System in an efficient, economic and coordinated manner. This includes the
following:

(@)

(b)

()

(d)

(e)

(f)

procuring and using Distribution Flexibility Services where it is economic and efficient
to do so;

procuring Distribution Flexibility Services in the most economic manner possible;

subject to paragraph 31E.3, procuring Distribution Flexibility Services in accordance
with objective, transparent and market-based procedures;

promoting the uptake of measures to improve Energy Efficiency, where such services
cost-effectively alleviate the need to upgrade or replace electricity capacity and
support the efficient and secure operation of the Distribution System. This may
include procuring Energy Efficiency Services, where it is economic and efficient to do

SO,

when procuring Distribution Flexibility Services, the licensee must have regard
insofar as is practicable, to the following considerations:

(i) the impact any actions taken will have on the ability of undertakings to
effectively participate in retail, wholesale and balancing markets; and
(i) the impact any actions taken will have on the Total System;

ing all reasonable endeavours, in coordination with the GB tem erator, other

Distribution Licensees and current and undertakings participating or intending to

participate in the provision of Distribution Flexibility Services or, where relevant,
Ener Efficienc ervices, to establish n re nabl racticable an
thereafter maintain relevant:

() jective, transparent, cost-reflective and non-discriminatory rules, includin
terms and conditions and rules and tariffs where licable verning the

procurement and use of Distribution Flexibility Services and, where relevant,
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Ener Efficiency Services by Distribution Licensees, such rules to be
published; and

(ii) technical requirements for participation in the Distribution Flexibility Services
market on the basis of technical characteristics of the market and the
capabilities of participants in the market, such technical requirements to be

published;

taking all reasonable steps to ensure the effective participation of all undertakings
participating or intending to participate in the provision of Distribution Flexibility
Services or, where relevant, Energy Efficiency Services, including not unduly
restricting new and existing providers of those services from competing in the

provision of such services, and in doing so, the licensee must use all reasonable
endeavours to:

(i) cooperate with the GB System Operator to ensure the effective participation in
retail, wholesale and balancing markets of undertakings connected to the
licensee’s grid;

(ii) as soon as is reasonably practicable, establish and thereafter maintain, in a
transparent and participatory process that includes the GB System Operator,
other Distribution Licensees and undertakings participating or intending to
participate in the provision of Distribution Flexibility Services, the relevant
specifications for Distribution Flexibility Services and, where appropriate,
standardised market products for such services at national level;

taking all reasonable steps to establish and thereafter ensure the exchange of all
necessary information and coordinate with the GB System Operator in order to
ensure the optimal utilisation of resources, to ensure the secure and efficient
operation of the Distribution System and Transmission System, and to facilitate
market development; and

anticipating the future electricity requirements of its Distribution System and
developing competitive approaches to procuring Distribution Flexibility Services and,
where applicable, Energy Efficiency Services, wherever this is in the best interests of
current and future electricity consumers in Great Britain.

31E.2 Having taken into account relevant price and technical differences, the licensee must not

discriminate as between any persons or classes of persons in its procurement or use of
Distribution Flexibility Services.

31E.3 The Authority may, at its own discretion, or on application by a licensee, grant a
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(i) economically not efficient; or

(i) would lead to severe market distortions or to higher levels of constraints.

31E.4 The licensee may request that the Authorit rant such a derogation, b rovidin

appropriate reasoning and justification within its Distribution Flexibility Services Procurement
Statement submitted to the Authority in accordance with 31E.8.

31E.5 Where, during the term of any Distribution Flexibility Services Procurement Statement
submitted to the Authority pursuant to 31E.8., the licensee wishes to amend its statement to
request such a derogation from the Authority, the licensee must prepare a revised statement
and submit it to the Authority for determination.

31E.6 If the Authority fails to determine any request for a derogation from the use of market-
based procedures within one month of receipt, the request is to be treated as approved.

31E.7 If the request is refused, the Authority may reqguire the licensee to prepare a revised
Distribution Flexibility Services Procurement Statement in accordance with 31E.8.

31E.8 The licensee must before each Annual Submission Date, prepare, and submit to the
Authority for approval, a statement in a form approved by the Authority, a Distribution Flexibility
Services Procurement Statement, setting out:

(a) the kinds of Distribution Flexibility Services and Energy Efficiency Services which it
reasonably expects it may be interested in purchasing in the period from that Annual
Submission Date to the next Annual Submission Date and the mechanisms by which it
reasonably expects to purchase them; and

(b) a_statement demonstrating its compliance with its obligations under 31E.1, including:

() mmary of the rules and technical requirement verning the procurement
n e of Distribution Flexibilit ervice nd, where relevant, Ener
Efficiency Services, which have been agreed in accordance with the terms of
31E.1(f).

(i) escription of steps taken to ensure active participation on undertakin

participating or intending to participate in the provision of Distribution
Flexibility Services or Energy Efficiency Services, in accordance with 31E.1(qg).

(iii) a description of the engagement that has taken place in the preceding twelve

months with the GB System Operator, other Distribution Licensees and
ndertakin rticipation or intending t rticipate in the provision of

Distribution Flexibility Services in respect of establishing and maintaining the
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relevant specifications governing the procurement of Distribution Flexibilit

Services, in accordance with 31E.1(g)(ii).

31E.9 For the purposes of 31E.8, the licensee must outline any changes to its practises or

intended changes to its practises resulting from engagement in accordance with 31E.8(b)(iii).

31E.10 Where the licensee reasonably expects that it will not procure Distribution Flexibilit

Services in the twelve month period following an Annual Submission Date, the licensee must
prior to that date write to the Authority informing it of this position.

31E.11 Paragraph 31E.10 is without prejudice to the obligation of the licensee to submit a
Distribution Flexibility Services Procurement Statement on each Annual Submission Date, in
accordance with the provisions of 31E.8.

31E.12 Where during the term of any Distribution Flexibility Services Procurement Statement
the licensee’s intentions change regarding the information contained within the Distribution
Flexibility Services Procurement Statement, the licensee must review the statement and
consider whether any revision to the statement is necessary to ensure it remains an accurate
reflection of the licensee’s intentions and, if so, promptly seek to prepare a revised statement
and submit it to the Authority for approval.

31E.13 Where the licensee has written to the Authority in accordance with 31E.10 and the
licensee’s intentions in respect of the procurement of Distribution Flexibility Services change,
the licensee is to promptly prepare a Distribution Flexibility Services Statement in accordance
with the provisions of 31E.8 and submit it to the Authority for approval.

31E. 14 W|th|n one month after each Annual Submission Date, the licensee must Qregare a regort

Services and Energy Efficiency Services which the licensee has tendered for, contracted and
dispatched in the period of 12 months preceding the Annual Submission Date, or such other
period as the Authority may have directed, if any.

31E.15 The licensee must:

ublish, in such manner as the Authority may approve from time to time, the

Distribution Flexibility Services Procurement Statement and Distribution Flexibility
Services Procurement Report and each subsequent revision, and

b) send a copy of each of the Distribution Flexibility Services Procurement Statement
and Distribution Flexibility Services Procurement Report, or the latest revision
thereto, to any person who reguests the same, provided that the licensee excludes,
so far as is reasonably practicable, any matter which relates to the affairs of any

erson where the lication of that matter woul r _might seri | n
rejudicially affect that person’s interest
for the r es of 31E.1 the licensee is to refer to the Authority for determination

any guestion as to whether any matter would or might seriously and prejudicially affect the
interests of any person unless the Authority consents to the licensee not

1E.16 The licensee m make charge for any c f a Distribution Flexibilit ervice

Procurement Statement, Distribution Flexibility Services Report or revision thereto provided

pursuant to 31E.15 of an amount reflecting the licensee’s reasonable costs of providing such a
C which must not exceed the maximum amount ecified in directions i e the

Authority for the purpose of this condition.
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31E.17 The licensee must publish in a transparent manner the outcomes of any concluded
Distribution Flexibility Services procurement processes within _one month of contractual
agreement. This must include, where relevant, and subject always to the licensee’s compliance
with laws relating to data protection and commercial confidentiality, confirmation of:

(@) The counterparty to the contract;

b The technology type of the counterparty;
(c) The capacity and volume procured;

(d) The length of the contractual agreement;
e The payment structure of the contract; and

(f)The price agreed for the provision of services.
31E.18 The licensee must, unless the Authority otherwise consents, maintain for a period of at
least six years:

(a) particulars of all Distribution Flexibility Services and Energy Efficiency
Services offered to it;

(b) particulars of all contracts for Distribution Flexibility Services and
Energy Efficiency Services which it entered into; and

(c) records of all Distribution Flexibility Services and Energy Efficiency
Services called for and provided.

31E.19 The licensee must provide to the Authority such information as the Authority may
reqguest concerning the procurement and use of Distribution Flexibility Services or Energy
Efficiency Services.

31E.20 For the purpose of this condition:
Annual mission D means:
(@) 1 April 2021;
(b) 1 April in each subsequent calendar year; or
(c) such other date in any calendar year that the Authority may direct.

or any part of it, to transmit the power supplied onto the licensee’s Distribution System to the

location where the demand for that power is situated, such limit arising as a result of any one
or more of:

the need to not exceed the thermal rating of an et formin rt of the licensee’
Distribution System;
the need to maintain voltages on the licensee’s Distribution tem; an
c) the need to maintain the transient and dynamic stability of electricit lant
equipment an tem irectl r indirectly connected to the licensee’

Distribution System and used by the licensee to operate the licensee’s electricity
istribution tem in accordance with the Act, this licence r_an ther

requirement of law;

Distribution Constraint management;
11
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Distribution Non-Freguency Ancillary Services means a service used by the Distribution
Licensee for steady state voltage control, fast reactive current injections, inertia for local grid
stability, short-circuit current, black start capability and island operation capability;

Energy Efficiency means the ratio of output of performanc rvi r ener to input
of energy;

31F.1 The licensee must not own, develop, manage or operate an Electric Vehicle Recharging
Point, except where:

a) the conditions in 31F.2 below apply; or

(b) the Authority has issued a Provider of Last Resort direction pursuant to 31F.5 and
the licensee complies with it.

Electric Vehicle Rect ing Points; tion for Li ,
31F.2 This paragraph applies where the following conditions are satisfied in respect of an Electric
Vehicle Recharging Point:

() it is not generally accessible to the public;

b) it is used by the licensee only for the purposes of charging vehicles in connection
with its Distribution Business; and

(c) it is not used in the provision of:
(i)any Balancing Services to the GB System Operator; or
(idany equivalent service in relation to the licensee’s Distribution System.

31F.3 For the purpose of 31F.2 references to:
(a) the licensee include references to an Affiliate of the licensee; and

(b) the public do not include employees or contractors of the licensee or any visitors
to any premises under the control of any of them in the ordinary course of business.

Electric Vehicle Recharging Points: provider of last resort (process)

31F.4 Paragraph 31F.4 applies where the Authority is satisfied that no person other than the
licensee i le to own, devel manage or operate an Electric Vehicle Recharging Point or

could not do so at a reasonable cost and in a timely manner.

31F.5 Where the Authority is satisfied that:
the circumstances described in 31F.4 are satisfied; an

(b) the process described in 31F.6 to 31F.11 has been followed,

12
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the licensee must comply with any direction (a “Provider of Last Resort Direction”) issued
by the Authority in relation to the ownership, development, management or operation of
an Electric Vehicle Recharging Point of a description specified in the direction.

31F.6 Where the licensee considers that 31F.4 may apply to any Electric Vehicle Rechargin
Point, it must carry out a tender process, in an open, transparent and non-discriminator
manner, to determine whether an erson is able to own, develop, manage and operate an

Electric Vehicle Recharging Point at reasonable cost and in a timely manner.

31F.7 Prior to carrying out the tender process referred to in 31F.6 the licensee must prepare a
statement of its proposed methodology for undertaking the tender process.
31F.8 The licensee must:
a) consult publicly on such methodolo for a minimum of 28 days or such other
period as the Authority may direct;

(b) take account of the representations it receives in response to the consultation and
revise the methodology as appropriate; and

(c) within 28 days following the conclusion of the consultation, provide the Authority

with the methodology together with any representations it has received during the
consultation.

31F.9 The Authority may by direction, approve that methodology, with or without amendments.

31F.10 The licensee must carry out the tender process in accordance with the approved
methodology.

31F.11 No later than 28 days following the conclusion of the tender process, the licensee must
provide a report to the Authority setting out whether any person has been awarded the right to
own, develop, manage or operate an Electric Vehicle Recharging Point.

31F.12 Any of the steps described in 31F.6 to 31F.11 may be carried out by a person other than
the licensee where the Authority considers this appropriate.
Electric Vehicle Recharging Points: provider of last resort (review)

31F.13 Paragraph 31F.14 applies where the Authority has issued a Provider of Last Resort
Direction, in respect of an Electric Vehicle Recharging Point.

31F.14 The licensee must within five years of the coming into force of the direction and every
subseqguent period of five years, or such other date as the Authority may direct, provide a report
to the Authority on whether the circumstances described in 31F.4 continue to be satisfied in
relation to the Electric Vehicle Recharging Point.

1F.15 The report referred to in 31F.14 is to be informe lic consultation undertaken

by the licensee of at least 28 days, or such other period as the Authority may direct, and must
include any representations made in re nse t ch consultation.

31F.16 If having considered the report referred to in 31F.14 the Authority considers 31F.4 is no
longer satisfied it m irect that the ste tlined in 31F.6 to 31F.11 are undertaken the

licensee on such terms as may be specified in the direction.

31F.17 Where the Authority, following consideration of the report provided by the licensee
r nt t 1F.14 gives notice of revocation of the Provider of Last Resort Direction, the

licensee must ensure that its activities are phased out within 18 months of the notice, including
by way of a transfer to another person of the ownership, development, management or
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operation of the Electric Vehicle Recharging Point, and as part of the conditions of that procedure
the Authority may allow the licensee to recover the residual value of its investment.

Electric Vehicle Recharging Points: provider of last resort (general)

31F.18 Any Provider of Last Resort Direction may relate to specific premises or premises of a

general description, for such period of time and subject to such conditions as may be specified
in the direction.

Interpretation

31F.19 For the purpose of this condition:
a) “"Balancing Services” has the meaning given in Condition C1 (interpretation) of the
Transmission Licence;
b) “Electric Vehicle Recharging Point” means an interface which is capable of chargin
one electric vehicle at a time, or exchanging a battery of one electric vehicle at a
time; and

c) “Provider of Last Resort Direction” has the meanin iven in paragraph 4 of this
condition.”.

Condition 43 (Appointment of Compliance Officer)

Interpretation

43.12 For the purposes of this condition, Relevant Requirements means:

(a) the requirements of standard condition 42 (Independence of Distribution Business
and restricted use of Confidential Information);

and, so far as they relate to relationships with Relevant Undertakings within the

meaning of standard condition 42, the requirements of:

(b) paragraph 9 of standard condition 4 (No abuse of the licensee’s special position)
(which prohibits cross-subsidy between the licensee’s Distribution Business and any
other business of the licensee or of an Affiliate or Related Undertaking of the
licensee);

(c) paragraph 1 of standard condition 19 (Prohibition of discrimination under Chapters
4 and 5) (which prohibits the licensee from discriminating between any person or
class or classes of persons when providing Use of System or connections or carrying
out works for the purposes of connection);

(d) paragraphs 1 and 3 separately of standard condition 41 (Prohibition of discrimination
under Chapter 9) (which prohibit the licensee from discriminating between any
person or class or classes of persons when providing, respectively, Legacy Metering
Equipment and Data Services); and

14
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(e) the requirements of standard condition 43B (Prohibition on Generating by Licensee);
and

(f) thereguirements of standard condition 31F (Reguirements relating to Electric Vehicle

Recharging Points).

Condition 43B. Prohibition on Generating by Licensee

Part A: Prohibition on Licensee engaging in the activity of electricity generation
43B.1 The licensee must not carry out the activity specified in Section 4(1)(a) of the Act, except

where the licensee:

(a) owns or operates assets situated on an island solely for the purpose of ensuring
security of supply of that island, and those assets form part of a facility originally
commissioned prior to this licence condition taking effect (known as Category A
exception); or

(b) ewns—and-operatesassets owns or operates assets, which are situated on sites on
which the licensee carries out Distribution Business, for purpose of continuity of

supply, system resilience, or energy management and the facilities are not used to
buy or sell electricity in the Electricity Markets (known as Category B exception); or

(c) has been issued a direction from the Authority under 43B.2 (known as Category C
exception).

43B.2 A direction may be given where the Authority considers the licensee to have satisfied the

following criteria:

(a) taken reasonable steps to obtain a market-based solution prior to making an
application for a direction under this section; and

(b) justified that a licensee-operated asset provides the most economic and efficient
solution; and

(c) putin place arrangements that minimise the risk of discrimination or distortion of
current and future markets.

43B.3 Any direction given under 43B.2 may be given to such an extent, and subject to such

conditions as may be specific in the direction.
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43B.3A Where a licensee operates assets under a Category C exception, it must, prior to the
expiry of the period of 5 years from the date on which the exception came into force, or such
other period as the Authority may direct, prepare a report detailing the willingness of third
parties to own, develop, operate or manage such assets in a cost effective manner and provide
it to the Authority.

43B.3B Where the Authority uses the report under 43B.3A to consult to assess the potential
availability and interest of third parties in investing in such assets and on the costs of such
investment and, as a result of that consultation, decides that the criteria in 43B.2 are no longer
met, the licensee must ensure that its activities in this regard are phased out within 18 months
of that decision, including by way of a transfer to another undertaking, and as part of the
conditions of that procedure the Authority may allow the licensee to receive reasonable
compensation, in particular to recover the residual value of its investment in the assets.

Part B: The Prohibition on Generating Guidance (POGG)

43B.5 The Authority will issue, and may from time to time revise, guidance regarding the
manner in which it will exercise its powers under 43B.2, 43B.3A, and 43B.4, and such

guidance will be known as the Prohibition on Generating Guidance (POGG).
43B.6 The guidance issued in accordance with 43B.5 may, in particular, set out:
(a) detail on the exceptions described in 43B.1;

(b) detail on the criteria against which applications for a direction will be assessed as
referred to under 43B.2;

(c) the process and procedures that will be in place for the assessment and issuing of a
direction under 43B.2;

(d) any other matter relating to the process of granting of a direction under 43B.2;
(e) the circumstances in which a direction may be issued under 43B.4; and

(f) the details to be published pursuant to a direction made under 43B.4-; and

(g) the process and procedures for the preparation of a Report under 43B.3A.

43B.7 Where the POGG imposes any obligations on the licensee, the obligation has effect as if

it were a part of this condition.
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