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RIIO-T1/GD1

> Network companies need to undertake substantial investment
to 2020 to facilitate the transition to a low carbon economy
» Significant uncertainty about how networks need to develop
» BUT they will need to change how they invest and operate

RIIO-T1 and GD1 are the first price controls to implement the RIIO
recommendations
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RIIO: A new approach to regulation

Constraint set up front to ensure:

R Timely and Network Transparency || Balance between costs
evenue efficient companies are and faced by current and
delivery financeable predictability future consumers

Deliver outputs efficiently over time with:

8 yr control || Rewards/penalties for delivery | |Upfront efficiency rate

Technical and commercial innovation encouraged through:

Core price control || Option to give third parties Innovation
incentives a greater role in delivery ||stimulus package

Outputs set out in clear ‘contract’, reflecting expectations of
current and future consumers
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RIIO-T1l: Potential outputs and incentives

Output name Incentive

‘Low carbon economy’ - networks’ contribution to
UK’s environmental goals e.qg. Potential financial reward or

» Emission intensity of network energy flows reputational incentive
*% renewable of network energy flows

Potential symmetric financial

Losses (elec)/shrinkage (gas) incentive

Business carbon footprint No financial incentive - reputational

Symmetric financial incentives
Release of SFs (elec) building on current framework and
rollover proposal

Potential symmetric financial

Release of Methane (gas) incentive
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RIIO-GD1: Potential outputs and incentives

Output name Incentive

Symmetric financial incentives on

Reducing gas shrinkage and associated shrinkage and associated carbon
carbon emissions emissions building on existing
incentives
Business carbon footprint No financial incentive - reputational
% biomethane connected to the network No financial incentive - reputational

Networks’ non-CO2 emissions and resource
use (inc. gravel extraction and water No financial incentive - reputational
emissions)
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RIIO environmental outputs questions

e Do you have any views on the environmental outputs outlined?

e Are these the appropriate areas to focus on and are there any other
areas in which primary outputs and secondary deliverables should be
set?

e Do you agree with the proposed approach to setting environmental
incentives?
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