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1. Our RIIO-GD3 Plan 

1.1. Key principles of our plan 

 

 

 

https://www.wwutilities.co.uk/media/4824/sustainability-strategy-2023.pdf
https://www.wwutilities.co.uk/media/4824/sustainability-strategy-2023.pdf


  

 

https://www.ncsc.gov.uk/collection/cyber-assessment-framework/introduction-to-caf
https://www.ncsc.gov.uk/collection/cyber-assessment-framework/introduction-to-caf


1.2. 

1.2.1. Totex investment 



1.2.2. Costs outside of Totex: 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO_3_SSMD_Overview.pdf#page=26


1.2.3. Ongoing Efficiency 



1.3.  
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• 
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• 
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• 

• 

• 

• 
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• 

https://www.wwutilities.co.uk/media/5756/wwu-specified-streetworks-costs-reopener-redacted.pdf


• 

• 

• 

• 

• 

• 

• 

• 

https://www.hse.gov.uk/gas/supply/mainsreplacement/enforcement-policy-2021-2026.htm
https://www.wwutilities.co.uk/media/5656/wwu-riio-gd2-year-three-strategic-performance-overview.pdf


• 

• 

• 

• 

• 
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1.4. Economic, fiscal and social return from our business plan 

1.5. The impact of Future Energy Scenarios (FES) on our plan 

 



2. Our Company 

2.1. Our culture and focus on efficiency 

 



2.2. Our Operating Model 

2.2.1. Our inhouse delivery model  



2.2.2. Other changes made early in RIIO-GD2 

• 

• 

• 

• 

• 

• 

• 

• 



2.2.3. Other insourcing activities within the RIIO- GD2 period 

2.2.4. Investing in our people  



2.2.5. Embedded utilisation and efficiency gains  

• 

• 

• 

• 



2.2.6. Operating with no contractual barriers  

2.2.7. Overall impact on efficiency, resilience and quality of service 

2.2.8. Impact on cost assessment 

 

 

https://www.wwutilities.co.uk/media/5755/wwu-hse-policy-reopener-redacted.pdf


 

 

 

file:///C:/Users/matthew.james/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/YZQZCR0Z/Mains_Replacement%23_Our_


2.3. Our proven track record 

2.3.1. Overview 
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https://www.wwutilities.co.uk/media/4042/2020-21-wales-west-utilities-rrp-strategic-performance-overview.pdf
https://www.wwutilities.co.uk/media/5656/wwu-riio-gd2-year-three-strategic-performance-overview.pdf


2.3.2. Reflecting track record in the cost assessment process 

2.3.3. Our track record in comparative analysis 

https://www.ofgem.gov.uk/sites/default/files/docs/2012/12/4_-riiogd1_fp_cost_efficiency_0.pdf


• 

• 

• 

• 

• 

• 

• 
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CAPEX

GDN GD1 outturn 2021/22 2022/23 2023/24* GD2 outturn GD1 outturn GD2 outturn

EoE 7 5 3 8 6 7                 6                 

Lon 2 2 5 1 2 2                 2                 

NW 3 7 6 7 7 3                 7                 

WM 5 8 8 6 8 5                 8                 

NGN 8 4 2 3 1 8                 1                 

Sc 6 3 4 2 3 6                 3                 

So 1 1 7 4 5 1                 5                 

WWU 4 6 1 5 4 4                 4                 

OPEX

GDN GD1 outturn 2021/22 2022/23 2023/24* GD2 outturn GD1 outturn GD2 outturn

EoE 6 7 6 4 6 6                 6                 

Lon 8 8 8 7 8 8                 8                 

NW 7 6 7 5 7 7                 7                 

WM 5 4 3 3 3 5                 3                 

NGN 3 1 2 6 4 3                 4                 

Sc 1 2 1 2 1 1                 1                 

So 2 3 5 8 5 2                 5                 

WWU 4 5 4 1 2 4                 2                 



• 

• 

• 

• 

• 

• 

REPEX

GDN GD1 outturn 2021/22 2022/23 2023/24* GD2 outturn GD1 outturn GD2 outturn

EoE 3 7 7 6 7 3                 7                 

Lon 5 6 6 5 5 5                 5                 

NW 4 5 5 4 4 4                 4                 

WM 7 8 4 3 3 7                 3                 

NGN 1 1 3 1 1 1                 1                 

Sc 6 2 1 2 2 6                 2                 

So 8 4 2 8 6 8                 6                 

WWU 2 3 8 7 8 2                 8                 



• 

• 

• 

2.3.4. Repex and our CMA appeal 

 

TOTEX

GDN GD1 outturn 2021/22 2022/23 2023/24* GD2 outturn GD1 outturn GD2 outturn

EoE 7 7 8 7 8 7                 8                 

Lon 8 8 7 4 6 8                 6                 

NW 6 5 5 5 4 6                 4                 

WM 5 6 4 3 3 5                 3                 

NGN 1 1 1 2 1 1                 1                 

Sc 3 2 2 1 2 3                 2                 

So 4 3 6 8 7 4                 7                 

WWU 2 4 3 6 5 2                 5                 

file:///C:/Users/matthew.james/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/YZQZCR0Z/Mains_Replacement%23_Our_
https://assets.publishing.service.gov.uk/media/6041f0bce90e077dce4d38d4/WWU_-_Notice_of_Appeal_-_3_March_2021_-_NON-CONFIDENTIAL.pdf


3. Efficiency in our plan  

3.1. How we test the efficiency of our plan 

• 

• 

• 

• 

3.2. Testing the efficiency of our operating model 

3.2.1. 

• 

• 

• 

• 

• 

• 





 



3.3. Testing the efficiency of our supply chain 

3.3.1. Our continuous approach to testing our supply chain 

3.3.2. Our experience in RIIO-GD2 

3.3.3. Continual tendering activity  





3.3.4. BAU innovation already embedded in our GD3 plan 

3.3.4.1. Context 

 

3.3.4.2. Example of BAU innovation 



• 

• 

• 

• 

• 

3.4. Testing the efficiency of our back-office and support 
departments 

 

 

 

https://www.wwutilities.co.uk/media/3344/appendix-9i-finance-independent-benchmarking-consultant-report.pdf
https://www.wwutilities.co.uk/media/3343/appendix-9j-people-engagement-independent-benchmarking-consultant-report.pdf
https://www.wwutilities.co.uk/media/3346/appendix-9k-office-depot-property-portfolio-independent-benchmarking-consultant-report.pdf


 



4. Ongoing Efficiency  

4.1. Work commissioned 

4.1.1. Work commissioned with Economic Insight 

4.1.2. Further complementary work undertaken with Oxera 

4.2. Our view of work undertaken by Economic Insight 



• 

• 

• 

• 

• 

• 

• 

4.2.1. Comparator selection 

 

 

 



4.2.2. Weighting on manufacturing 

https://onsdigital.github.io/dp-classification-tools/standard-industrial-classification/ONS_SIC_hierarchy_view.html


4.2.3. Activity mapping 

https://assets.publishing.service.gov.uk/media/617fd07ce90e07197483b8a9/ELMA_Final_Determination_Vol.2B.pdf
https://assets.publishing.service.gov.uk/media/617fd07ce90e07197483b8a9/ELMA_Final_Determination_Vol.2B.pdf
https://assets.publishing.service.gov.uk/media/617fd07ce90e07197483b8a9/ELMA_Final_Determination_Vol.2B.pdf
https://assets.publishing.service.gov.uk/media/617fd07ce90e07197483b8a9/ELMA_Final_Determination_Vol.2B.pdf


4.2.4. Applicability of OE to cost areas 



4.2.5. Evidence of areas unsuitable for OE 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO_3_SSMD_Overview.pdf


4.2.6. Estimation of the upper bound 

 

 

https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf


4.2.7. OE analysis 



4.2.8. Conclusion and our selected OE challenge 

 



4.3. Avoiding the risk of double counting efficiency 

4.3.1. Issue of double-count 

• 

• 

• 

• 

• 

4.3.2. Linkage with RIIO-GD3 

• 



• 

• 

 



5. Cost Assessment approach 

5.1. Overview 

• 

• 

• 

• 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
https://www.wwutilities.co.uk/media/3339/appendix-9d-mains-replacement-performance-riio-gd1.pdf


• 

• 

 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf


5.2. Level of aggregation – a top-down Totex approach 

• 

• 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf


5.3. Repex complexity 

• 

• 

• 

• 

5.3.1. Changing design constraints of the 30/30 programme 



• 

• 

• 

• 

5.3.2. Our “Mains Replacement Cost Component Model

2002 - 2004 2005 - 2012 2013 - 2021 2022 - 2026

100% highest risk pipes 20% highest risk pipes

70% highest risk pipes in next 5 years

10% selection pipes

20% highest risk pipes

80% selection pipes

20% highest risk pipes

80% selection pipes



• 

• 

• 

5.3.3. Mains Replacement - cost drivers 





https://www.wwutilities.co.uk/media/5756/wwu-specified-streetworks-costs-reopener-redacted.pdf


5.3.4. Implication for Mains Replacement cost drivers 

• 

• 

• 

5.4. 



• 

• 



5.5. Choice of benchmark 

https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2012/12/4_-riiogd1_fp_cost_efficiency_0.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2024/07/PR24-draft-determinations-Expenditure-allowances-to-upload.pdf


5.6. Economies of Scale – accounting for group shared costs 

 

 



 



5.7. MEAV as the scale (and complexity) driver 

 

https://www.ofgem.gov.uk/sites/default/files/docs/2021/02/final_determinations_-_gd_annex_revised.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
https://www.neso.energy/publications/future-energy-scenarios-fes


5.8. Our summary view on the appropriate cost drivers 

 



6. Regional Factors 

6.1. Overview 

6.2. Sparsity/urbanity 

6.2.1. Background 

 

https://www.wwutilities.co.uk/media/3337/appendix-9m-regional-factors-consultant-report-for-wwu.pdf
https://www.wwutilities.co.uk/media/5755/wwu-hse-policy-reopener-redacted.pdf


6.2.2. Our region 

https://www.ons.gov.uk/methodology/geography/geographicalproducts/ruralurbanclassifications/2011ruralurbanclassification


6.2.3. The impact of sparsity  

https://www.wwutilities.co.uk/media/3337/appendix-9m-regional-factors-consultant-report-for-wwu.pdf


6.2.4. The impact of Sparsity on Repex and Maintenance 

Note: Outturn workload sparsity up to 2023, forecast from 2024. Based on UQ threshold. 

Source: Oxera based on WWU REPEX workload data (metres replaced per LA). 
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6.2.5. Oxera review of sparsity  

6.2.5.1. Context: 

 

 

 

 

6.2.5.2. Results 

https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/02/Supplementary-technical-appendix-Econometric-approach-1.pdf
https://www.ofwat.gov.uk/publication/pr19-final-determinations-securing-cost-efficiency-technical-appendix/
https://www.ofwat.gov.uk/publication/pr19-final-determinations-securing-cost-efficiency-technical-appendix/
https://www.ofwat.gov.uk/publication/pr24-draft-determinations-expenditure-allowances-base-cost-modelling-decision-appendix/
https://www.ofwat.gov.uk/publication/pr24-draft-determinations-expenditure-allowances-base-cost-modelling-decision-appendix/
https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf
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https://www.wwutilities.co.uk/media/3337/appendix-9m-regional-factors-consultant-report-for-wwu.pdf


6.2.6. Implications for Ofgem’s approach 

 

 

 

 

https://assets.publishing.service.gov.uk/media/617fd092d3bf7f5604d83de4/ELMA_Final_Determination_Vol.3.pdf


6.2.7. The market tender rates demonstrate the sparsity impact on Repex 

 



6.2.8. Quantifying the impact of sparsity on our work activities 

6.2.8.1. Mains replacement and repairs – c.6.9m per annum 



6.2.8.2. Facilities (depots and stores) - £1.6m p.a. 

https://www.wwutilities.co.uk/media/5755/wwu-hse-policy-reopener-redacted.pdf


6.2.8.3. Emergency £3.1m p.a.  

6.2.8.4. Maintenance - £0.7m p.a. 



6.2.8.5. Conclusion and inclusion in modelling 

 



6.3. Evidence of regional wage differences converging 

6.3.1. Context: 

6.3.2. Results: 

• 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2020/12/final_determinations_-_core_document.pdf


• 

• 

6.3.3. Forecasting method: 
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Original GD2 (2-digit SOC codes) Updated GD2 (2-digit SOC codes) 3-digit SOC codes

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/whoarethehybridworkers/2024-11-11


6.3.4. Conclusion 

 



7. Separate Assessment 

7.1. Summary of separately assessed costs 

  



7.2. Separate assessment applied in RIIO-GD2 

7.2.1. Streetworks 

7.2.2. Land Remediation 

https://www.ofgem.gov.uk/consultation/riio-2-draft-determinations-transmission-gas-distribution-and-electricity-system-operator
https://www.wwutilities.co.uk/media/5756/wwu-specified-streetworks-costs-reopener-redacted.pdf
https://www.ofgem.gov.uk/sites/default/files/2022-11/RIIO-ED2%20Final%20Determinations%20Core%20Methodology.pdf


7.2.3. SIU 

7.2.4. Smart metering 

7.2.5. Net Zero and Reopener Development (NZARD) UIOLI 

7.2.6. Growth Governors 

7.2.7. Tier 1 Stub ends 



7.2.8. Multi-occupancy Buildings (MOBs) 

 

7.2.9. Diversions (including large loads and loss of development claims) 

7.2.10. Cyber Security, IT & Telecoms (inc. data and digitalisation) 

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf


7.2.11. Physical security 

7.2.12. Gasholder demolition 

7.2.13. Large capital projects 

https://www.ofgem.gov.uk/sites/default/files/2022-11/RIIO-ED2%20Final%20Determinations%20Core%20Methodology.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf


7.2.14. Large Repex Projects 

 



7.3. New areas for separate assessment in RIIO-GD3 

7.3.1. Disconnections 

7.3.2. Mains in private property 



7.3.3. Digital Platform for Leakage Analytics (DPLA) and Advanced Leak Detection 
(ALD) 

7.3.4. Land and buildings 

7.3.5. Non-PSUP physical security 



7.3.6. ZEV infrastructure 

7.3.7. Built over mains 

 



8. Managing Uncertainty in Totex 

8.1. Overview  

8.1.1. The uncertain outlook for Totex for RIIO-GD3 

• 

• 

• 

• 

• 

8.1.2. Reflecting on the RIIO-GD2 regulatory mechanisms 

• 

• 

• 

• 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 



8.2. Retained Reopeners for Uncertainty 

8.2.1. Unchanged Uncertainty Mechanisms 

• 

• 

• 

8.2.2. HSE Policy 

• 

• 

• 

• 



8.2.3. Net Zero 

8.2.4. Net Zero and Small Projects (NZASP)  

8.2.5. Specified Streetworks costs  

8.2.6. Non-operational IT Capex re-opener 



8.3. New Reopeners for Uncertainty 

8.3.1. Heat policy  

8.3.2. Resilience  

• 

• 

• 

• 

• 

8.4. Removed Uncertainty Mechanisms 

8.4.1. Commercial Fleet EV 

 



 

 

 

https://smarter.energynetworks.org/projects/nia_ngn_263/


8.4.2. Multi-Occupancy Buildings (MoB) 

8.5. Uncertainty related to volume  

8.5.1. Tier 1 mains replacement and associated services 

8.5.2. Domestic connections 

 
 

 

https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf


8.5.3. Disconnections 
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8.6. Other areas of uncertainty 

8.6.1. Ongoing discussions on the HSE decision on the IMRRP 

• 

• 

8.6.2. RIIO-GD2 reopeners that span price controls 



8.6.3. Code Manager costs 

8.7. Excluded from our plan 

8.7.1. Hydrogen 

8.7.2. Proposed changes within the Autumn 2024 Budget 

  



9. Real Price Effects (RPEs) 

9.1. External work commissioned 

• 

• 
 

 

 

 

• 

• 

• 

9.2. Principles that should remain unchanged for RIIO-GD3 

• 



• 

9.3. Proposed changes 

• 

 

• 

• 

• 

• 



9.4. Conclusion 



10. Acronym Key 

Acronym Key 



Acronym Key 


