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	FDQ Query 

	Reference number
	WWU _FDQ_12

	Document Name
	 WWU Annex

	Topic/Activity:
	 Domestic Services and Mains Volumes Driver follow up

	Question:
	Thank you for your response to FDQ_08 – please cross-reference with this FDQ. 
We can now get to the £750 service volume driver in SC3.15 Domestic Volume Driver Licence. 
However, when we apply the same logic to our mains net costs and workload, we get a figure of £54,000 / km not the £78,000 / km you have stated.  
We have checked this against data tables (noting these were not the FD versions) we have for the other GDNs are cannot agree with any of your figures.
The attachment shows our workings and comparison with the other GDNs.
We have also done some calculations to show that for both new housing and existing housing (based upon 1,000 services and associated mains) we would need to return substantially more money to customers than our allowances.  Conversely, if we did more work customers would have to fund more than our allowances. 
The only fair outcome is that we have separate values derived from our allowances for:
Service to Existing Housing
Service to New Housing
Mains to Existing Housing
Mains to New Housing
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	21/01/2021

	Ofgem Response 



	We note your concern regarding the unit cost for the connections volume driver, however we do not think this is a specific data or formulation error. Through the FDQ process, we have also been notified of some errors which, when corrected, will have an impact on the outturn connections unit costs. 
With respect to your suggestion to split out separate unit costs for mains and services, this would constitute a change of policy, which goes beyond the scope of the FDQ process. 
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		2018/19 submission		WWU		Scotland		Southern		NGN		London		EoE		NW		West Mids

		New volume		4,097		1,431		6,503		2,668		1,229		3,719		1,032		942

		Unit net costs		£240		£272		£465		£521		£1,196		£1,057		£1,312		£1,287



		Existing volume		5,086		3,962		5,390		2,381		2,041		4,382		2,060		1,586

		Unit net cost		£1,289		£958		£1,297		£1,179		£1,721		£1,287		£1,397		£1,763



		Data tables		WWU		Scotland		Southern		NGN		London		EoE		NW		West Mids

		SHE		23,243		17,656		27,278		11,112								7470

		SHE net cost		24,395,000		4909000		17,375,000		9,178,000								12,494,000

		SHE average		£1,050		£278		£637		£826		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,673

		SNH		19,903		8,334		31,861		14,931								3,595

		SNH net cost		9,156,000		-523000		13,430,000		3,727,000								5,552,000

		SNH average net		£460		-£63		£422		£250		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,544

		ME		72,184		37,650		45,321		16,022								888

		ME  net costs		6,253,000		-365000		814000		791,000								76000

		ME average net costs		£87		-£10		£18		£49		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£86

		MN		114,554		67,328		160,350		114,817								5,204

		MN net costs		4,242,000		-1054000		329000		1,457,000								333,000

		MN avergae net cost		£37		-£16		£2		£13		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£64

		Ratio MN to SNH (m)		5.76		8.08		5.03		7.69		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		1.45

		Ratio ME to SHE (m)		3.11		2.13		1.66		1.44		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		0.12



		Calculated service volume driver		£750		£163		£503		£478		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,574

		Calculated service volume driver		£54,235		-£13,044		£5,363		£16,580		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£64,787



		Ofgem Domestic Services volume driver		£750		£166		£470		£483		£1,265		£928		£1,207		£1,562

		Ofgem Domestic mains volumes driver (£/km)		78,165		112,207		84,301		57,970		547,396		203,010		262,258		189,985



		1000 less new services and associated mains

		allowance		£673,165		-£189,225		£431,845		£347,197		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,636,996

		Volume driver return to customers		£1,199,888		£1,072,488		£894,270		£928,780		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,837,016

		GDN position		-£526,723		-£1,261,713		-£462,425		-£581,583		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		-£200,020

		1000 less existing service and mains

		allowance		£1,049,832		£278,015		£636,990		£826,025		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,672,567

		Volume driver return to customers		£992,751		£405,272		£610,062		£566,585		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£1,584,585

		GDN position		£57,081		-£127,257		£26,928		£259,440		ERROR:#DIV/0!		ERROR:#DIV/0!		ERROR:#DIV/0!		£87,983
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		Reference number

		WWU _FDQ_08



		Document Name

		 WWU Annex



		Topic/Activity:

		 Domestic Services and mains Volumes Driver



		Question:

		We are unable to reconcile the data table tab 3.04 connections back to a value of £750 for the domestic service volume driver.

Using our calculations we get figures of:

Existing Domestic: £1,050

New £677

With connections to new homes the one most likely to be stopped from 2025 (UK energy white paper Dec 14th 2020), we would have to give back 

4,000 x £750 = £3m

Our actual net cost on these connections is 

4,000 x 677 = £2.7m

Can the volume driver therefore be amended in the Licence to reflect a different value to new housing and existing housing 

The same principal should apply to the associated mains to new and existing domestic homes..
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		Ofgem Response 







		We do not consider this to be a computational error. 

Our policy decisions on the methodology for the connections driver and setting unit costs are set out in the GD Annex. We cannot amend the Licence to split out new housing and existing housing, as this would constitute a change to our FD policy decision. Likewise for new and existing domestic homes.   








