








RIIO-T3 Volume Driver Model: Current Issues

Currently using all project data from the C&V tables. Should only 
include schemes that are representative of volume driver projects. 

The following schemes should be excluded:

• Any schemes that have 0 MW/MVA – these are demand schemes 
and OHL or UGC unit rates are not representative of connections.

• RIIO-T2 Baseline schemes – these are 400kV schemes, not 
relevant for VD connections. They were tendered in RIIO-T1, some 
were also ‘bundled works’ where economies of scale applied (e.g. 

    

• CP2030 schemes entered as 1 line in the BPDT submission – 
Ofgem’s model assumes these are entirely substation projects, 
which is an incorrect assumption. 

• We have provided cost & volumes data for relevant schemes as 
part of the updated data set & only these should be included. Any 
CP2030 schemes not supplied in the updated data set have either 
been removed from our best view or have immature costs that are 
not representative of unit rates.

The unit rates initially provided by Ofgem are not accurate due to the 
following reasons:

• Incorrect mapping: Some assets are mapped to wrong linear 
elements e.g.: LVAC cable is substation not UGC.

• Civils not included for linear elements: Civils are entered in the 
C&V tables at an aggregated level. Ofgem’s formulas do not map 
civils into the correct linear elements but attributes them entirely to 
substations.

• Incorrect OHL volumes: Ofgem’s OHL volumes formula incorrectly 
aggregates cable & earth wire lengths, reducing the unit rates.

• Contractor indirects not included: Contractor indirects are removed 
and provided separately in Table 9.4 as Ofgem requested. These 
costs must be included in the unit rates to recover through the 
Volume Driver. 

Issues with Input Data Issues with Ofgem’s Model

Ofgem’s proposed unit rates are fundamentally wrong due to incorrect inputs and formula errors in the model. Results are not statistically 
significant based on R2 value or standard error.



Post Draft Determination Work

1. Updated mapping, shared with Ofgem and verified by P and C (inclusive of PCF and external CAI)
2. Provided Ofgem with additional cost & volume data for a larger data set 
3. Carried out regression analysis using new data set & mapping to get new unit rates
4. Given data outputs, have made recommendations for alternatives for cap/collar thresholds

1. Updated Mapping
Ofgem’s asset mapping was reviewed with P&C and a new mapping was sent and discussed with Ofgem with these proposed changes:

Asset Current Mapping Proposed Mapping Rationale

LVAC cable UGC Cable Substations This is cable that links to the substation & has very different costs to UGC

Buildings Other Substations P&C advise this maps to substation

Physical Site 
Security

Other Substations P&C advise this maps to substation

Site Access 
Permanent 

Other Substations P&C advise this maps to substation

Asset → Component

Component → Volume Driver Element

Currently all assets categories that map to Other get included fully in substation costs. We proposed that these should apportioned across 
substations/UGC/OHL based on the % of spend. Other costs include non-asset specific costs such as PCF, BNG, & Risk which should be spread across 
the elements of the project. 

Following the publication of the Draft Determination we have been working to assist Ofgem with the development of 
the Volume Driver modelling and policy across a number of areas. 





Unit Rates

Ofgem Proposed Rates Ofgem Rates Corrected Our Proposed Rates

Unit Cost Adjusted R-
Squared P-Value

Short UGC
Long UGC
OHL
Substation

Data Input: Full list of C&V schemes in the 
original CP2030 submission (excludes new 
schemes in our best view and includes 
schemes removed from best view)

PCF: Excluded

Mapping:
• LVAC → UGC
• Other Costs → Substations
• OHL/UGC Civils → Substations

Data Input: Full list of C&V schemes in the 
original CP2030 submission (excludes new 
schemes in our best view and includes 
schemes removed from best view)

PCF: Included

Mapping:
• LVAC → Substations
• Other Costs → Apportioned
• OHL/UGC Civils → OHL/UGC

Data Input: CP2030 schemes in the best view with 
Class 3 cost estimate & schemes submitted in the 
original CP2030 submission with disaggregated 
data that are relevant for volume driver

PCF: Included

Mapping:

• LVAC → Substations

• Other Costs → Apportioned

• OHL/UGC Civils → OHL/UGC

Unit Cost Adjusted R-
Squared P-Value

Short UGC
Long UGC
OHL
Substation

• Rates calculated incorrectly – can’t be 
used 

• Calculations corrected
• Non relevant scheme used as inputs 
• Substation rate not statistically 

significant based on R2 value

Unit Cost Adjusted R-
Squared P-Value

Short UGC
Long UGC
OHL
Substation

• Calculations corrected
• Relevant schemes used as inputs
• UGC rates not statistically significant 







Volume Driver Cost 
Variability







Interaction with Wider 
Framework





Interaction with Indirects

Therefore, our proposed approach to setting unit rates for the RIIO-T3 
volume driver is to include all costs associated with delivering the 
connection project:

• PCF & Early Enabling Works
• Direct Costs (incl. R&C)
• CAI’s associated with delivery.

This limits the use of multiple regulatory funding mechanisms or pots 
to deliver a project by having a single totex allowance. It is clear from 
Ofgem’s process diagram how complicated recovering funding could 
be for smaller scale connection projects under the volume driver if 
each component is disaggregated.  

We are also concerned how the CAI UIOLI pot could flex to account for 
additional connection projects which are progressed via the volume 
driver. We provide further detail on the treatment of CAIs, including the 
Volume Driver within ETQ26. 

Core aim of the volume driver is to be a simple mechanism 
that limits regulatory burden to enable the accelerated delivery 
of connections  






