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A 4
We will be publishing our RIIO-ET sector methodology in December 2018.

* These Working Group session will provide input to our policy development on outputs and
incentive.

e OQur starting point for this is understanding what was set at RIIO1 and what building a picture
of changes/ developments since RIIO1 which we will need to factor into RII02 policy design.

Purpose of today’s session is to kick off discussions around outputs and incentives for RIIO-ET2.
*  We will be focusing discussions around existing outputs and incentives and what we can learn
from the RIIO-ET1 experience:
v’ Intention is to focus on “lessons learnt” rather than on individual Transmission
Operator performance under specific incentives.
* We will not be able to cover all outputs today eg connections, wider works and losses:
v These will be covered at later sessions; or
v" Some outputs/ issues may best be covered at cross-sector level in a first instance
(e.g. whole-system outputs, innovation, NOMs).
* To encourage open and transparent debate, this session (and all future sessions of this group)
will operate under Chatham House Rule.
e Similarly, the materials presented today are intended to stimulate discussion only and do not
represent the views of Ofgem/ the Gas and Electricity Markets Authority (GEMA).
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By the end of the day we would like to have achieved the following:

» Identified which of the existing measures we may want to consider retaining/ tweaking/
discarding and where we may need to consider new measures;

* |dentified which measures we may want to retain as a sector-wide measure, and areas
where there may be potential for company-specific metrics;

* Identified potential interactions with areas not covered (e.g. whole systems/ innovation
etc);

* |dentified next steps on items covered in meeting.

Key questions to consider throughout today’s session

* Are RIlIO1 incentives achieving their overall purpose?

* What measures should we retain/ tweak/ discard?

* What has changed since RII0O1/ what new developments do we need to consider?

 What measures should be comparable across ET and in what areas should we consider
bespoke outputs?

* How does each individual measure fit within the broader package of outputs/ incentives?
How do we achieve the right balance?

 What measures should be financially incentivized, what measures should be reputational?

 Whatis the right balance between rewards and penalties?

~J
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* The materials in this slide pack represent our initial views and are designed to provide an
early steer only.
* There will be opportunities to provide formal feedback at a later stage.

We want to provide stakeholders with an initial steer on:
* Qutput categories for RIIO2:

v' We are proposing to consolidate and simplify existing output categories.
* Principles for setting outputs and incentives at RIIO2:

v" RIIO1 principles remain broadly fit for purpose, and we are proposing to build on these further to
capture recent lessons learnt/ developments.

* OQOutput types and companies’/ stakeholders’ roles in shaping these:

v" Qutput Delivery Incentives (ODIs): we propose to set a number of common metrics within each
sector, determined by Ofgem through stakeholder engagement/ consultation. There will also be
opportunities for companies to put forward proposals for individual ODIs in collaboration with
their stakeholders and customer/user groups.

v’ Price Control Deliverables: we expect companies to work closely with stakeholders and their
customer/ user groups to put forward proposals. Consequences for non-delivery will be
determined by Ofgem through stakeholder engagement consultation.

v’ Licence obligations: Ofgem intends to set minimum standards and associated licence obligations
in consultation with stakeholders. 5
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Role of different groups

The role of the different groups can be described as follows:

Ofgem - decision-maker

Sector-specific
Working Groups

Core role: support
development of common
outputs and incentives, and
approach to cost assessment

Input to Ofgem policy
development

Independent RI1O2
Challenge Group

Core role:

Support Ofgem’s Business
Plans assessment

Output: independent report

Network Operators

Independent User
Groups/ Company
Groups

Core role: provide challenge
to company Business Plans +
support development of
bespoke outputs

Output: independent report

Network Operator
stakeholder
engagement
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* We are looking to make the output categories for RIIO2 as intuitive and simple as possible, reducing overlap
and potential confusion.

* We are proposing to consolidate existing output categories into three new categories as described below

*  We welcome early views from stakeholders; there will be further opportunities to provide formal feedback at
a later stage.

sl |Mprove the Customer Experience

e All consumers, including those who are vulnerable,
should receive a safe, high quality, and reliable service

mm Support the energy system transition

e Network companies have to enable the transition to a
low carbon, consumer-focused energy system

sl IMprove the network and its operation

e A network in better condition will be safer, greener, more
reliable, and more responsive to change
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Setting Output Categories (ii)

* Forillustrative purposes, we have mapped existing and potential future output measures to the three new
proposed output category.

* Some measures may fall into more than one output category

GD

GT

ET

ED

Improve the customer
experience

All consumers, including
those who are vulnerable,
should receive a high
quality, safe and reliable
service

Interruptions
Guaranteed standards
Customer surveys
Complaints

Stkhldr engagement
Carbon monoxide safety
Emergency response
Vulnerable customers
FPNES

Connections

Stakeholder surveys
Reliability

Stkhldr engagement
Connections

Stakeholder surveys
Stkhldr engagement
Connections

Customer surveys
Stkhldr engagement
Interruptions
Complaints

Guaranteed standards
Worst-served customers
Vulnerable customers
Connections

Support the energy system
transition

Network companies have to
enable the transition to a
low carbon, consumer-
focused energy system

Low carbon

- Energy efficiency

- Greengas

- Green company ops
Whole system outcomes
Innovation

- Baseline & bespoke
Asset stranding
Network extensions

Whole system outcomes
Low carbon (compressor
emissions)

Asset stranding

Network extensions

Whole system outcomes
Low carbon

- SF6

-EDR

- Losses

Visual impact

Asset stranding
Network extensions

Whole system outcomes
Low carbon

- SF6

-Oil leakage

- Energy efficiency
-Losses

Visual impact

Asset stranding
Network extensions

Improve the network

A network in better
condition will be safer,
greener, more reliable, and
more responsive to change

NOMs

Repex

MOBs

Shrinkage
Workforce resilience

NOMs
Physical/cyber security
Workforce resilience

NOMs

Physical/cyber security
Workforce resilience
Reliability

NOMs
Load index
Workforce resilience

8
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' - '
* In our RIIO2 Framework Decision, we identified three types of outputs

* Inthis slide, we describe the role we expect Ofgem and companies to play in terms of proposing/ setting outputs.
*  Ultimately Ofgem will retain final decision-making on all aspects of the price control settlement.

Price control

Price Control

ODiIs (financial + reputational)

Deliverables obligations
4 Ny a Y a Y 4 Ny
.po Activities to be delivered to a . .
. Company-specific specified standard, are significant Minimum standards
Sector-wide ODIs and/ or high-value .
ODls _ - , of service
(incl. baseline “parameters
\ J . J . J \ J
4 Ny a Y a Y 4 Ny
. Companies to propose Companies to propose .
Metrics/ measures P propo mp  prop Minimum standards
. metric/ measures with deliverables with Ofgem .
determined by Ofgem . . determined by Ofgem
Ofgem oversight oversight
\ J . J . J \ J
a Ny a Y a Y 4 Ny
Targets/ incentive rates (where Com.panlest to proposehtargets/ fomr;]anlﬁs to propfose options Consecl1uencefs in form of
applicable) set by Ofgem incentive rates (where or what happens if output not penalty/ enforcement
applicable) with Ofgem oversight delivered Ofgem oversight determined by Ofgem
\ J . J . J \ J
( Y 4 Ny 4 )
Opportunities for companies to Ofgem to determine final Ofgem to determine what
propose targets/ value of . . . .
. . targets/ incentive rates happens if output not delivered
incentive
. J \ S \ S

*  All activities led by Ofgem (orange) will involve significant stakeholder engagement and consultation.
*  We expect companies to engage proactively and make extensive use of their user/ customer groups in developing and putting forward
proposals (green). The onus is on the companies to put forward evidence-based proposals. 9
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ofgem s Next steps
* We will provide stakeholders with an opportunity to engage formally on the
following:

v" Output categories
v" Output types (ODIs/ Price Control Deliverables/ licence obligations)
v’ Roles of each party (Ofgem vs. companies vs. stakeholders and customer/
user groups)
 We are considering running a workshop with interested stakeholders in
September 2018 to further develop some of these areas.
* Further information will be available on our website soon.
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' v '
Reliabilty Today we will cover the following existing
Energy not supplied outputs/ measures:

Network output measures will be
assassad at the end of RIIO-T1

Safety
Legal Health and safety requirements

* Business Carbon Footprint

e  Sulphur Hexafluoride (SF6)

* Environmental Discretionary Reward
e Visual Amenity

* Energy Not Supplied

Environmental

Sulphur Hexafluoride (SFg) ° Stakeholder Satisfaction Su rvey
Business Carbon Footprint Generation and Demand
(tCO2e) (RIIO-T1)

Other outputs/ measures and policy issues will be
covered in future sessions or separately:

Availability
Network accass policy * Losses
s « Connections

e Availability

* Stakeholder Engagement Incentive
*  Whole systems

* Innovation

* NOMs

Connections . Wider Works

New Generation connections (NGET)
New Demand connections (NGET)
Timely connection offers 2015-18
(Offers made to customers within
licence requirements)

O

Customer Service
Customer Satisfaction Survey
(NGET only)

Stakeholder Satisfaction Survey
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RIIO-ET1 Output package at a glance (ii)

£115
£110
£105
£100
£95
£90
£85
£80
£75
£70
£65
£60
£55
£50
£45
£40
£35
£30
£25
£20
£15
£10
£5
£0
-£5

Incentive Payments (£m)

m SHE Transmission
mSPT
B NGET

Total

Timely connections

£0.0
£0.1
£0.0
£0.1

Cumulative Incentive payments (2016-17 prices)

) 4

oL

Sulphur Hexafluoride,
SF6
-£0.5
£0.6
£10.2
£10.3

Environmental
Discretionary Reward
£0.0
£9.9
£2.5
£12.4

Energy Not Supplied

£5.6
£14.0
£17.4
£37.0

Stakeholder satisfaction
surveys and engagement

discretionary reward
£3.9
£4.9
£39.3
£48.1

Total all mechanisms

£9.0
£29.5
£69.5
£107.9
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Business Carbon Footprint

v
Useful definitions:

Business Carbon Footprint (BCF): A measure
of greenhouse gas emissions from all
activities across a company, including energy
used in buildings, logistics and company
owned vehicles.

Scope 1 emissions: Direct emissions, eg fuel
consumption in company vehicles

Scope 2 emissions: Indirect, mainly Electricity
consumption

Scope 3 emissions: Indirect emissions (not
included in Scope 2) that occur in the value
chain of the reporting company (i.e.
contractor emissions).




ET RIIO2 Stakeholder WG 1

ofgem kg poste e Purpose of RIIO-ET1 BCF incentive

v

A reputational reporting requirement that requires TOs to publish
their annual Business Carbon Footprint.

Aimed at increasing transparency of TO
reporting of Greenhouse Gas Emissions

v =
V= Improve accuracy of reporting
_ Transmission Operator Commitments under RIIO-ET1
NGET Publish BCF accounts at business level annually over RIIO-T1.
SPT BCF baseline for RIIO-T1. Commitment to develop business level reporting system and to

review carbon reduction opportunities and control strategies during RIIO-T1.

To incorporate carbon reduction into investment planning and use the new innovation
SHE-T supporting mechanisms to challenge this further. They will consult stakeholders on
proposals in their summer 2012 Stakeholder Consultation.

15
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ofgem e What makes up BCF

v
Source of TO carbon emissions - RIIO1

SF6

9%
Losses
89%

\ Other Business
Carbon

2%
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v

Noting that the TOs may have less control over some
components of BCF (i.e. losses and system operation), and
that the reporting requirement is not financially incentivised.
How has this requirement influenced business practices?

We are looking at whether we can set up some appropriate
measures for making cross-sector comparisons. What would
some appropriate metrics be?

Should there be a future BCF incentive focussed purely on TO
business greenhouse gases (GHG) performance (i.e. not
include losses and SF6, but include Scope 3 (contractor)
emissions)? What should this look like for RII027?
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A 4

* SF.: Sulphur Hexafluoride, a Greenhouse Gas
with Global Warming Potential of
approximately 23,900 tCO,e.

* How is it used: SF, is used in electrical
switchgear, transformers and substations for
electrical insulation, arc quenching and as a
cooling medium.

* Why SF;: It is used because it is extremely
chemically stable, non-flammable and highly
electronegative.
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v

To financially incentivise Transmission Operators to reduce
leakage of SF, as a % of SF, inventory.

..
¢ Drive companies to fully consider lifetime
- : costs when making decisions about SF, assets.
j
\.

v
&)

\ Reduce leakage rates of SF,
(1 1) equipment operating on the system

= Improve management of assets

v =
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v

* The SF, leakage baseline is different for each TO.

* Baselines adjust each year depending on new assets added to the
network.

» Differences to baseline are subject to a reward/penalty based on
the non-traded carbon price for carbon equivalent emissions.

SF baseline target and leakage for Transmission Companies since 2013-14

NGET SHE-T SPT
Target (Kg leakage) Leakage (Kg) Target (Kg leakage) Leakage (Kg) Target (Kg leakage) Leakage (Kg)
2014 12,037 10,110 151 335 573 730
2015 12,139 9,544 173 339 592 495
2016 12,199 9,713 224 272 619 441
2017 12,242 10,795 253 253 707 388

21
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' v '
NGET SF6 leakage against target SHE-T SF6 leakage against target
14,000 10% 400 10%
12,000 5% 350 5%
0, 0,
10,000 0% 300 0%
— -5% — 250 -5%
%D 5000 10% %D 200 10%
- (] - (]
£ 6,000 e
-15% 150 -15%
4,000 20% 100 20%
2,000 -25% 50 -25%
0 -30% 0 -30%
2014 2015 2016 2017 2014 2015 2016 2017
N Target Actual == Cumulative year on year % change I Target Actual === CumMulative year on year % change
SPT SF6 leakage against target
800 10%
700 5%
600 0%
— 500 -5%
oo
v
L‘o’ 400 -10%
L
Y 300 -15%
200 -20%
100 -25%
0 -30%
2014 2015 2016 2017
m Target Actual === Cumulative % change (adjusted for events) 2 2
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* How has this output driven business practices and performance?

 Have TOs been deliberately targeting a progressive reduction and if
so how have they been achieving this?

* Given the future direction of SF, and the rise of potential
alternatives, if we are going to continue incentivising reductions in
SF. leakage what should this look like for RI1027? Or should we
consider a different incentive?
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A 4

The EDR scheme is a reputational and financial incentive. Its
purpose is to sharpen the TOs’ focus on strategic environmental
considerations and organisational and cultural changes to
facilitate growth in low carbon energy.

'?l Encourage high standards in

environmental management

M Facilitate TOs to move to low carbon

energy system
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ofgem s What is the EDR scheme

v

A key environmental incentive under the RIIO-T1 price control (E32m available
over T1, £4m/year).

It is a voluntary ex post financial incentive, and applies to electricity TOs and the
SO ‘internal’ functions (ie not balancing)

There are 80 questions that companies have to answer across 7 categories each
year.

TOs are assessed based on:
* Executive-level annual statement (marked as “Satisfactory” or
“Unsatisfactory”)
* Performance against criteria, based on evidence submitted to Ofgem.

Three scoring categories:

* ‘engaged’ (0 to 49%);

e ‘proactive’ (50% to 69%); and
* ‘leadership’ (70% plus).




ET RIIO2 Stakeholder WG 1

ofgem gz EDR performance to date

for energy consumers

. v .

Year 1 Year 2 Year 3 Year 4
(2013-14) (2014-15) (2015-16) (2016-17)

* Engaged <=50%
* Proactive 51-69%
* Leadership >=70%

Proactive Proactive

SHE-T Engaged Proactive Engaged Proactive

27
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A 4
 How has this output driven TO business practices and
performance?

* What has been the TO’s experience of the EDR process? Are
there any learnings from the EDR?

 How can the process be improved?

 What should a future low carbon system planning incentive
look like for RIIO27?

 Has anyone been involved in the Sustainability First
discussions and if so do you have any views on their
proposals?
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Making a positive difference
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What is visual amenity and why does it
matter

A 4

Grid infrastructure comprises overhead lines,
supported on steel pylons, as well as substations which
connect generation and link different voltage power
systems.

The prominent visual nature of the network
infrastructure can frequently affect the visual amenity
of the host landscape.

The effects can also be spread across a wide area
because of the linear nature of the overhead lines.

Some stakeholders say that the impacts of the
transmission grid on landscape and visual amenity can
adversely affect the socio-economic well-being of local
communities.
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Overview of RIIO-ET1 policies on visual

amenity

_ 1. New transmission projects

Objective

Price control
mechanism

Rationale

Efficiently meet planning
requirements

Funding arrangements for other
installation methods subject to
justification that alternative is
economic and efficient

TO responsible for obtaining
development/planning consent

UK government guidance doesn’t
define where OHL are acceptable
or not. TO to evaluate impacts &
costs on case by case basis

TO consults statutory bodies and
stakeholders on evaluation and
decides on the design that is
acceptable in planning terms

v

2. Existing transmission infrastructure

Efficiently reduce visual amenity impacts of
existing lines on protected landscapes

£500 million in RIIO1 to deliver mitigation
projects. Must evaluate and work with
stakeholders to select efficient projects

Approximately 1,750 circuit kilometres of
overhead lines in national parks, AONBs and
national scenic areas in GB

TOs and Ofgem have duties in relation to
protected areas. Stakeholders also told us that
consumers will benefit from reducing impact in
areas with highest visual amenity value.

Hypothesis tested by conducting willingness to
pay (WTP) for mitigation measures. Survey
results showed sufficient WTP to deliver
mitigation projects during price control.

31
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v
Meeting planning requirements for new projects: some observations

* Long, complex and sensitive process to develop proposals for new transmission lines

* Many factors to consider — statutory obligations, security standards, technical feasibility,
environmental impacts, cost, network availability etc.

* TOs have sought to address VA impacts on some projects where these are considered
unacceptable in planning terms.

* Nonetheless some stakeholders get very frustrated about how the visual & socio-
economic impacts are taken into account in the development of proposals.

Mitigating impacts of existing infrastructure in protected areas

TO activity

Working with stakeholders to identify and evaluate projects

Prioritised pipeline of potential mitigation projects /

Actively developing funding requests to deliver mitigation outputs
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ofgem s Discussion

v

Meeting planning requirements of new transmission projects

What do stakeholders think of the RIIO1 policy objective in respect of new
transmission projects?

What policy objective do stakeholders think the next price control should have in
respect of new transmission projects?

Mitigating impacts of existing transmission infrastructure in protected areas

Do stakeholders think the TOs should continue to deliver mitigation outputs in
protected areas in next price control?

If so, how should the amount of money available for delivering these outputs be set?

How should the scheme operate? Should TOs submit funding requests during the price
control as is the case in RIIO1? Or should TOs consult stakeholders on specific projects
(and expenditure) as part of their business plan development?
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What is Energy Not Supplied (ENS)
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A 4

Useful definitions:

* Energy not supplied: The volume of
energy to customers that is lost as a
result of faults or failures on the network.

* Loss of Supply event: any event on the
Licensee’s transmission system that
results in an actual unsupplied energy
event to a customer or customers

e Value of Lost Load (VOLL): the
theoretical price that consumers would
be willing to accept and to pay to
maintain supply.
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Making a positive difference Pu rpose Of E N S i nce ntive

for ener gy consumers

v

The purpose of the reliability financial incentive is to ensure
Transmission Operators mitigate and minimise the impact of any

Loss of Supply to energy consumers

(ie are incentivised to minimise failure and restore supplies as soon
as possible after an incident).

Reduce demand lost (MWh)

Reduce duration of power cuts
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ofgem s ENS targets and incentive rate for RIIO-ET1

) 4

ENS Baseline Target Output for Transmission Companies
: . Sse |
nationalgrid @ S8 W ENERSY
316 MWh 120 MWh 225 MWh

* Incentive rate for ENS for all TOs: £16,000/MWh. It is based on an
estimate of the value of lost load (VoLL).

* A collar on financial penalties/rewards is in place which limits the
maximum penalty/reward to 3% of allowed revenues.
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How is ENS calculated (by TOs)

 Two dimensions to ENS— duration of
the event (hours) and demand lost
(MW). This product gives us energy
not supplied in MWh.

* TOs have in place a methodology
statement approved by Ofgem on
how to report on ENS

* Energy not supplied cannot be
metered or measured directly. It must
be estimated using various
information from sources.



https://www.ofgem.gov.uk/system/files/docs/2016/05/joint_to_methodology_for_estimating_energy_not_supplied_issue_3_september_2015.pdf
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Exceptional events

: \\l/,_

7 ote

v

Not all loss of supply events are included in
incentive. These are called excluded events.

Excluded Events: Events not included in the
incentive (eg events less than 3 minutes,
exceptional events).

o Exceptional Events: Events outside
reasonable control of the Licensee
(eg Severe weather, vandalism,
terrorist act, etc)
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ofgem g ENS RIIO-ET1 performance

) 4

Volume of ENS - TO Targets vs. Performance 2014-17
350

300
250

200

MwH

150
100

50

: - I . L

NGET SPT SHE-T
W 2014 & 2014 target = 2015 © 2015target W 2016 = 2016target = 2017 = 2017 targeztLO
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Interruptions in ED

v

* Interruption Incentive Scheme
 Two targets are set for each DNO:
1. The number of customer
interruptions (Cl)
2. the number of customer minutes lost

(CML)

* Targets were based on DNO historical
performance and industry performance

* |ncentive Rate different for each TO

* Annual improvement factor
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Making a positive difference D i SC u SSiO n

for ener gy consumers

v

e Reliability on the Transmission networks (as measured by ENS) is
very high. What new challenges do you foresee for RII02 and
how should we amend the ENS mechanism to reflect these? (e.g.
challenges on the generation side)

e What kind of actions have been undertaken in order to reduce
ENS?

 How should targets and incentives rates should be set? What do
you think of the use of VoLL in setting incentive rates.

* How suitable is the ENS calculation method?
 How suitable is the definition of “exceptional events”?

* Are there any learnings from the Electricity Distribution
experience?
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v

Objectives:

l®l 1. Incentivise TOs to become more outwardly focused

2. Incentivise TOs to be more responsive to stakeholders needs

ﬁackground of the decisions of the Stakeholder Satisfaction Output (S50) \

1. New performance measure to the RIIO price control, introduced as a
financial incentive

k 2. Years 1-3 acted as ‘pilot years’ to determine appropriate measures of the
output going forward.

3. The SSO went live in 2016/2017 and will run from years 4-8 of the price

\ control.
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ofgem Vaking s postve fference How does the incentive work

for energy consumers

) 4
Customer Satisfaction Survey Components of the Stakeholder Satisfaction Output (SSO)
v" NGET’s output operates under a different
structure as the SO has the ability to
interact with their customers. Customer SPT and SHE-T
Satisfaction Output is therefore exclusive to
NGET.

NGET

Stakeholder Satisfaction Survey: ’ \ , N

v' TO’s :.re c?nlzlhot.)ligated totihnctlud: 1, | Stakeholder Stakeholder
question in their surveys that asks ‘overa Satisfaction Satisfaction

stakeholder satisfaction to be rated on a S ]
scale of 1 to 10, when 1 is low and 10 is Urvey (60%) Survey (30%)
high! N o \ <

Key Performance Indicators

v Proposed by the TO CLJ.Stom.er
v" Scored from 0-100 | KPIs (30%) — Satisfaction

Survey* (70%)
External Assurance: \ / \. J/
v' External Assurance methodology set by the
TO and assessed by an external auditor
V' Assessment outcomes: External
» Non-compliant with stakeholder Assurance (10%)
strategy
» Compliant with stakeholder strategy \ J

> Exceeding stakeholder strategy *not relevant to RIIO-T2 discussions 45
D ——mm——————————————————m———mmmmmmm——G GwGwwmwmSs
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ofgem isss How is SSO calculated

for energy consumers

v

The baseline for all of the components was determined by the average of performance

results in years 1-3.

Baseline Stakeholder Satisfaction

S 7.4 7.4 7.4
Cap/ Collar +/-1.6 +/-1.6 +/-1.6
Baseline KPIs 69 89 N/A
KPI Cap/Collar +/-16 +/-11 N/A

- Combination of these components delivers a reward/penalty of +/-1% of the annual
revenue
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Making a positive difference RI I O- ET1 SSO pe rfo rma nce

for energy consumers

. v .
How is the incentive performing..?

% Stakeholder Satisfaction Survey

- All TOs achieved scores above the targets in 16/17!
- TO’s were rewarded for their performance

0 Difficult to conclude the performance of the SSO and the TOs at this early stage

Stakeholder Satisfaction Output Scores (2016/2017)

NGET SHE-T SPT
Actual | Target Actual Target Actual Target
Stakeholder Satisfaction Survey 7.7 7.4 8.7 7.4 7.9 7.4

Key Performance Indicators

... Compliant . Exceedingly compliant

47
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ofgem Viking a poste diference Stakeholder satisfaction in ED and GD

for energy consumers

Broader
Measure of

Customer Stakeholder

Satisfaction Complaints

Survey

Customer
Satisfaction
(BMCS)

Engagement
Reward

Metric

Customer Satisfaction Survey — Electricity Distribution (ED):
* Surveys scores a collated quarterly and the questions are determined by Ofgem. Maximum
reward/penalty for the surveys are +/-1% of annual revenue. Target for all components is 8.2
* Survey Components:
v Supply Interruptions Element
v' Connections Element
v" General Enquiries Elements

Gas Distribution (GD):
* Surveys are carried out monthly and the questions are determined by Ofgem. Maximum
reward/penalty for the surveys are +/-0.5% of annual revenue.

* Survey Components:
v Planned work (Target 8.09)
v' Emergency and Repair (Target 8.81)
v' Connections (Target 8.04) 48
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ofgem Making a positive difference D i SC u SSiO n

for energy consumers

v

Under the current arrangements, has the Stakeholder Satisfaction Output
actually driven TO behaviours?
» What actions have been taken to meet KPls, improve the survey scores
and comply with external assurance?
» Have these actions led to improvements in TO performance?

Has this output sufficiently captured the performance of the TOs in improving
their stakeholder satisfaction?
» Should a more ‘hands on’ approach be taken to set the various
components of SSO?
» Are the components of SSO an appropriate demonstration of ‘good’
stakeholder satisfaction levels?
» Going forward into RII02, should we develop a standardised set of
components for all TOs?
» Are there other forms of measuring stakeholder satisfaction?
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ofgem s Summary and close

v

* What measures should we retain/ tweak/ discard?

e Are there any new measures we should be considering?

* What has changed since RII0O1/ what new developments do we need to consider?

* How does each individual measure fit within the broader package of outputs/ incentives?
How do we achieve the right balance?

* What measures should be financially incentivized, what measures should be reputational?

 What is the right balance between rewards and penalties?

Upcoming meetings:
* Next meeting scheduled for 7 September — what should focus of meeting be?
* Ofgem to provide detailed plan for upcoming meetings

Terms of reference:
* Please send comments in writing by COP Friday 24 August

AOB?




