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	Question:
	 
Set out in the document ‘RIIO-2 Final Determinations – Finance Annex’ (published on 8 December 2020) are a number of Ofgem’s findings and conclusions. We would like to request the underlying files containing the analyses that support those findings listed below:
· Supporting analysis of the Halo Effect: ‘Our own analysis continues to find a small positive halo (i.e. an outperformance of the index rather than an issuance premium)’ (p.13, para.2.22)
· Conceptual approach cross-check: ‘The results of this conceptual approach are that if RAV growth is based on the Ofgem FD totex the debt allowance forecast would be 1.84%-1.91% on average over RIIO-2 for 15%-10% floating rate debt assumptions. If RAV growth is based on the Net Zero 2 totex scenario the allowance would be 1.77%-1.84% for 15%-10% floating rate debt assumptions’ (p.21, para. 2.53)
· Table 8: RFR estimates (October 2020) (p.30)
· Table 10: Unlevered betas to Oct 2020 using OLS estimation, (debt beta of 0) (p.42)
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	Ofgem Response 



	The Halo effect, RFR estimates and unlevered beta analysis files contain data from third parties, our agreements with whom do not currently allow us to share the underlying data. We are exploring whether the conceptual approach cross check analysis can be extracted from a file that includes third party and confidential data and will confirm the position on this analysis as soon as we can.

19/01/2021 Additional response:
Please find attached file showing the calculations for the cross check mentioned in paragraph 2.53 of the finance annex but please note that this has been developed for the purposes of illustrating how an alternative conceptual approach could be calculated as a cross check only. However, this is not the mechanism or model used to calculate debt allowances for RIIO-2, nor is it the main calibration tool used. Some figures (such as combined RAV data for example) are estimated for this purpose only and should not be relied on for any other purpose. 
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CoD Cross Check Alt Conceptual.xlsx
Disclaimer

				This analysis forms part of Ofgem internal analysis for the purpose of cross checking the more detailed cost of debt analysis performed based on granular data of GD&T network debt (which is confidential).

				It is not to be used in isolation but does form the basis of numbers quoted in the RIIO-2 GD&T FD Finance annex, paragraph 2.53

				https://www.ofgem.gov.uk/system/files/docs/2020/12/final_determinations_-_finance_annex.pdf

				Ofgem disclaimer															

				Historical Markit iBoxx GBP Utilities 10+ Index data is used in this analysis. In addition, forecast index data is used which has been calculated using Ofgem's "WACC allowance model" published with Final Determination documents on 8th December 2020. It is included for the purposes of illustrating how an alternative conceptual approach could be calculated as a cross check. However, this is not the mechanism or model used to calculate debt allowances for RIIO-2, nor is it the main calibration tool used. Some figures (such as combined RAV data for example) are estimated for this purpose only and should not be relied on for any other purpose. Any use of the information in this file,  is at your own risk and Ofgem shall not be liable for any direct, indirect or consequential loss of any kind, nor any financial losses or damages whatsoever arising from your use of the information in this file. You are advised to take your own financial, technical and legal advice as appropriate when making use of the information in this file.															

																			

				Markit disclaimer															

				The Markit iBoxx GBP Utilities 10+ Index is administered, calculated and owned by Markit Group Limited. iBoxx indices are property of Markit Group Limited and may not be used without a separate written license from Markit. For more information, see www.markit.com. 

Markit makes no representation and expressly disclaims all warranties of accuracy, merchantability or fitness for a particular purpose or use with respect to the “cost of debt index” or any data included therein, or any data from which it is based or as to results to be obtained from the use of the “cost of debt index”. Markit does not sponsor, endorse, sell, or promote any investment fund or other vehicle that is offered in connection with the “cost of debt index” and shall not be liable for any loss or damage suffered in respect of, or in connection with any advice, opinion, recommendation, guidance, forecast, judgment, publication, conclusion or any course of action (or inaction) made or taken in reliance of, or based on, the “cost of debt index” or any data forming part thereof.

Neither Markit, its Affiliates, or any third party data provider makes any warranty, expressed or implied, as to the accuracy, completeness or timeliness of the data contained herewith, or as to the results to be obtained by recipients of the data.  Neither Markit, its Affiliates nor any data provider shall in any way be liable to any recipient of the data for any inaccuracies, errors or omissions in the Markit data, regardless of cause, or for any damages (whether direct or indirect) resulting therefrom.

Opinions, estimates and projections in this publication do not reflect the opinions of Markit Group and its Affiliates.  Markit has no obligation to update, modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. 

Without limiting the foregoing, Markit, its Affiliates, or any third party data provider shall have no liability whatsoever to you, whether in contract (including under an indemnity), in tort (including negligence), under a warranty, under statute or otherwise, in respect of any loss or damage suffered by you as a result of or in connection with any opinions, recommendations, forecasts, judgments, or any other conclusions, or any course of action determined, by you or any third party, whether or not based on the content, information or materials contained herein.

Copyright © 2011, Markit Group Limited.  All rights reserved.  “Markit” and “IBoxx” are trademarks of Markit Group Limited.  Any unauthorised use is strictly prohibited.															





Alt Conceptual

		FYE		FD RAV		NZ2 RAV		Gearing		Debt RAV		EIB IL Volume		EIB Fixed Volume		EIB non float Volume		EIB Floating Volume		Maturity		Growth debt		Issuance		EIB non float proportion		EIB floating proportion		Proportion regular fixed debt		Proportion regular float		Annual Iboxx Utilities 10+ Index (nominal yield only)		EIB Rate		Additional costs of borrowing		Fixed CoD		All in CoD		CPIH		CoD CPIH

		1998		13,350		13,350		60%		8,010										20				400.5						90.00%		10.00%		7.07%				0.25%

		1999		14,151		14,151		60%		8,491										20		480.6		881.1						90.00%		10.00%		6.44%				0.25%

		2000		15,000		15,000		60%		9,000										20		509.4		909.9						90.00%		10.00%		6.47%				0.25%

		2001		15,900		15,900		60%		9,540										20		540.0		940.5						90.00%		10.00%		6.78%				0.25%

		2002		16,854		16,854		60%		10,113										20		572.4		972.9						90.00%		10.00%		6.30%				0.25%												RAV scenario selected

		2003		17,865		17,865		60%		10,719										20		606.8		1007.3						90.00%		10.00%		5.96%				0.25%												NZ2 RAV

		2004		18,438		18,438		60%		11,063										20		343.5		744.0						90.00%		10.00%		5.69%				0.25%

		2005		19,052		19,052		60%		11,431										20		368.2		768.7						90.00%		10.00%		5.69%				0.25%

		2006		20,345		20,345		60%		12,207										20		775.8		1176.3						90.00%		10.00%		5.12%				0.25%												Total Floating Assumption

		2007		21,952		21,952		60%		13,171										20		964.3		1364.8						90.00%		10.00%		5.29%				0.25%												10%

		2008		24,706		24,706		60%		14,824										20		1652.6		2053.1						90.00%		10.00%		5.89%				0.25%

		2009		25,429		25,429		60%		15,257										20		433.6		834.1						90.00%		10.00%		6.62%				0.25%

		2010		26,152		26,152		60%		15,691										20		433.6		834.1						90.00%		10.00%		5.79%				0.25%

		2011		28,190		28,190		60%		16,914										20		1223.2		1623.7						90.00%		10.00%		5.37%				0.25%

		2012		30,590		30,590		60%		18,354										20		1439.8		1840.3						90.00%		10.00%		5.21%				0.25%

		2013		32,997		32,997		60%		19,798										20		1444.3		1844.8						90.00%		10.00%		4.53%				0.25%												Avg Debt in RIIO2

		2014		36,543		36,543		60%		21,926										20		2127.2		2527.7						90.00%		10.00%		4.61%				0.25%												1.84%

		2015		37,894		37,894		60%		22,737										20		811.0		1211.5						90.00%		10.00%		4.19%				0.25%

		2016		39,609		39,609		60%		23,765										20		1028.7		1429.2						90.00%		10.00%		4.12%				0.25%

		2017		41,813		41,813		60%		25,088										20		1322.8		1723.3						90.00%		10.00%		3.20%				0.25%		5.261%		5.30%		2.00%		3.24%

		2018		43,918		43,918		60%		26,351										20		1262.5		1663.0						90.00%		10.00%		3.04%				0.25%		5.093%		5.14%		2.00%		3.08%

		2019		45,710		45,710		60%		27,426										20		1075.5		1956.6						90.00%		10.00%		3.38%				0.25%		4.927%		5.02%		2.00%		2.96%

		2020		47,483		47,483		60%		28,490										20		1063.7		1973.6						90.00%		10.00%		2.63%				0.25%		4.719%		4.76%		2.00%		2.71%

		2021		49,182		49,182		60%		29,509										20		1019.3		1959.8						90.00%		10.00%		2.17%				0.25%		4.484%		4.50%		2.00%		2.45%

		2022		50,980		51,536		60%		30,922		2,077		1,025		3,102		1,787		20		1412.7		2385.6		10%		6%		79.97%		4.22%		2.30%		2.26%		0.25%		4.258%		4.11%		2.00%		2.07%

		2023		52,887		54,814		60%		32,889		1,597		958		2,555		1,710		20		1966.8		2974.1		8%		5%		82.23%		4.80%		2.42%		2.11%		0.25%		4.041%		3.96%		2.00%		1.92%

		2024		54,493		59,000		60%		35,400		1,574		842		2,416		1,689		20		2511.5		3255.5		7%		5%		83.17%		5.23%		2.56%		2.10%		0.25%		3.870%		3.85%		2.00%		1.81%

		2025		55,702		62,807		60%		37,684		1,192		813		2,005		1,530		20		2284.3		3053.1		5%		4%		84.68%		5.94%		2.70%		1.92%		0.25%		3.738%		3.76%		2.00%		1.72%

		2026		56,603		66,423		60%		39,854		1,163		650		1,813		1,385		20		2169.5		3345.8		5%		3%		85.45%		6.52%		2.84%		1.94%		0.25%		3.622%		3.69%		2.00%		1.65%


























































