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Overview
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Network Investment comprises different programmes with 

disparate drivers

Most building blocks break down into:

• Driver

• Activity

• Cost

Which of these is most important varies between area

The extent to which data is comparable varies too

Some activities (eg Smart metering, Metal Theft) span a 

number of areas

A number of approaches will therefore be required to 

assess the appropriateness and efficiency of DNO 

submissions



Assessment options
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Volume analysis – how appropriate are the volumes being forecast and 

what is their justification?

Outputs analysis – how appropriate are the outputs being forecast, and 

how appropriate are the volumes and costs to the achievement of those 

outputs?

Unit cost analysis – what is the level of unit cost for a given activity 

compared to 1) history and 2) other DNO forecasts?

Trend analysis – in overall terms, how do future projections fit with 

historic investment patterns?

Expert review – where a level of bespoke knowledge is required and 

comparable data doesn’t exist

Project review – where the forecast is embodied in individual projects 

which can be assessed for appropriateness and cost

Bilateral discussion – where the assessment is aided by a bespoke 

discussion on the driver for activity and DNO response

Uncertainty mechanism – where there is sufficient uncertainty caused by 

external factors to render an ex-ante allowance inappropriate



Assessment options
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Initial view on appropriate approach by building block

DPCR5 RIG V3 category
Volume 

modelling

Outputs 

assessment

Unit cost 

analysis

Trend 

analysis

Expert 

review

Project 

review

Bilateral 

discussion

Uncertainty 

mechanism

D IVE R S IONS

E as em ents , In jurious  Affec tion paym ents  etc . Y Y

D ivers ions  due to wayleave term inations Y Y

NR S WA Y Y

GE NE R AL  R E INF OR CE ME NT

G&P  reinforc em ent Y Y ? Y Y

S ec ondary network reinforc em ent Y Y Y Y

F ault levels Y Y

AS S E T  R E P L ACE ME NT

As s et R eplac em ent Y Y Y Y

R efurbis hm ent Y Y Y Y

C ivils Y

OP E R AT IONAL  IT

S ubs tation R T Us , m ars halling kios ks , rec eivers Y Y Y

Com m unic ations  for s witc h ing & Monitoring Y

Control c entre hardware & s oftware Y Y

L E GAL  & S AF E T Y

S ite S ec urity Y

As bes tos Y Y

S afe C lim bing Y

HIGH VAL UE  P R OJE CT S

HVP s

MAJOR  S YS T E M R IS KS

F looding Y Y Y

R es ilienc e Y Y

CNI/B lac k S tart Y Y Y

E NVIR ONME NT AL

F lu id-filled c ables Y

Nois e Y

Contam inated L and Y

Y
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Asset replacement

Likely to be the largest component of Network 
Investment forecasts

Three potential indicators of activity;
• Volumes removed, ie number of asset problems solved

• Volumes installed, ie number of new assets connected

• Quantum of HI movement, ie the number of assets whose 
condition has changed, and by how much

The latter is the ultimate measure of what DNOs are 
trying to achieve with their non-load programmes, but

• Non-comparable across DNOs

• Outstanding data issues

• Significant subjectivity in assessing HI movement as a result 
of intervention

Therefore a combination of approaches likely to be 
necessary
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The ‘efficiency triangle’

Unit cost of assets removed shows how efficient a DNO is at 
resolving asset problems

Unit cost of assets installed shows how efficient a DNO is at 
building new assets

Unit cost of moving HIs shows how efficient a DNO is at targeting 
its investment at the worst assets

Assets 

Removed
Assets 

Installed

HI movement

Indicates 

DELIVERY 

efficiency
Indicates 

SOLUTION 

efficiency

Indicates 

TARGETING 

efficiency
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The ‘efficiency triangle’

Examples below illustrate how different options fare 
on each measure and hence how a focus on just 
one will lead to perverse incentives

Generic work type Unit cost 

removed

Unit cost 

installed

Unit cost HI 

improvement

‘Standard’ asset replacement Average Average Average

Asset retirement (eg joint out link box) Cheap Infinite (Very?) Cheap

Asset refurbishment in lieu of 

replacement

(Very?) Cheap High, as limited 

volume credit

Cheap, depending on 

effect of investment

Associated assets replaced Cheap (as on 

site)

Cheap Relatively high as 

likely to be lower HI

Upgraded installation (non like-for-like –

undergrounded, moved indoor etc.)

Expensive Expensive Average (as credit 

two asset categories?)
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Incorporating Outputs

Key discussion on Non-Load will be the HI projections for 
asset types and unit cost of the proposed deltas, e.g.
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ED1 without
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What is the unit cost of 

this delta?

How appropriate is this 

proposed end point?

How consistent is the 

proposed approach across 

periods?



Data comparability
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Reporting activity is complex in DPCR5

How do we ensure consistency of reporting?
Have I done 

anything to the 

Protection/comms?

Have I replaced 

the associated 

cables?

Have I done 

anything to the 

site civils?

Did I install/ replace 

or upgrade this 

bund?

Did I re-use the old 

plinth or is it new?

Have I installed 

a greater 

capacity?

Is this lower 

loss or have 

additional 

functionality? 

What do I do 

with the 

incremental 

cost?

Have I upgraded 

site security?

What is the HI and 

LI of the new 

asset?

http://enwlsharepoint/AOE/SharePoint_Picture_Archive/Asset Photographs/33kV primary transformer.jpg


Priorities & questions
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Common LI scale for Reinforcement assessment

More common HI scale for asset replacement

Is there a role for a replacement curve-type model?

Civils effectively ignored in DPCR5 – what would a cost 

driver look like? Is it a function of the asset base?

How to assess refurbishment? Likely to be an increasing  

proportion of the programme. HI effects often quite subtle.

Does trend analysis cover it for Diversions?

Most other areas are effectively specific programmes which 

can be assessed on their own basis


