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The purpose of the document is to supplement the evidence provided within our Business Plan submission, 
and to respond to specific deliverability concerns Ofgem have highlighted in their Draft Determination. This 
corresponds to the deliverability concerns with the following Engineering Justification Papers (EJPs): 

• 307_SSEPD_NLR_132kV_SWGR 
• 308_SSEPD_NLR_HV_TRANSF   
• 311_SSEPD_NLR_LV_UG  &  70_SHEPD_LRE_LVFeeders 
• 312_SSEPD_NLR_HV_UG  &  69_SHEPD_LRE_Feeders 
• 314_SSEPD_LV_SWGR 
• 315_SSEPD_LV_UGB 
• 322_SSEPD_NLR_RISING_&_LATERAL_MAINS 
• 425_SSEPD_NLR_33kV&132kV_TOWERS 

We have completed comprehensive reviews of our strategy which have been validated externally to detail 
delivery of our RIIO-ED2 Final Business Plan submission, and therefore this supplementary Annex should be 
read in conjunction with the following sections of our original business plan submission:  

1. Chapter 16 – Ensuring Deliverability and a Resilient Workforce; 
2. Annex 16.1 – Deliverability Strategy; 
3. Annex 16.2 – Supply Chain Strategy; and 
4. Annex 16.3 – Workforce Resilience Strategy 

Delivering infrastructure investment – the context  
Since the submission of our RIIO-ED2 Business Plan, the outlooks for the economy, and infrastructure and 
energy sectors, has changed considerably. The Ukraine War and ongoing supply chain disruptions, tight labour 
market caused by the COVID-19 pandemic and the drive towards net-zero, have all put pressure on resources.  

While we note Ofgem’s concerns with deliverability in specific areas, we do not think that reducing allowances 
in all areas where Ofgem has expressed concerns is appropriate, as it fails to recognise the potential impact on 
current and future consumers of not delivering specific key activities. Furthermore, we would urge Ofgem to 
consider the feedback from our CEG around “the importance of visibility of workload to marshal resources, 
reduce mobilisation times and inform the skills pipeline.” This is also in line with the feedback we have been 
receiving from our supply chain partners. Ofgem must consider setting a RIIO-ED2 framework which proactively 
enables deliverability in a very different environment to RIIO-ED1. This includes ensuring the right balance is 
struck between the use of uncertainty mechanisms and baseline funding. 

The IMF’s July 2022 World Economic Outlook paints an increasingly challenging outlook for the global economy 
with 2021’s tentative economic recovery followed by contractions in the second quarter of 2022. The IMF’s July 
baseline forecast for annual global growth has been further reduced to 3.2%, 0.4 percentage points lower than 
April of this year. Simultaneously, global inflation has been revised upwards driven by higher food and energy 
prices caused by supply-demand imbalances. Commodity prices remain at all-time highs – the World Bank 
notes energy prices (in U.S. dollar terms) were more than four times higher in March 2022 than their April 2020 
lows—the largest 23-month increase in energy prices since the 1973 oil price hike. The IMF notes that there is 
a plausible scenario where additional risks such as a property sector crisis and global trade fragmentation 
materialise, which will put global growth in the bottom 10 per cent of outcomes since 1970.  

These pressures combine to present a unique challenge where industry-wide efforts are required to respond to 
climate change and to achieve net zero within the United Kingdom. This means investment today and a robust 
plan to deliver it in a timely and value-for-money fashion.  

We have carried out extensive engagement with our supply chain since the Draft Determinations to provide 
evidence of how we are managing risks. As outlined in our Executive Summary, confidence, and clarity 
regarding our intent and strategic outcomes, are essential to provide the supply chain with sufficient certainty to 
efficiently plan and deliver works. The need for a robust baseline plan is important as the absence of a strategic 
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plan for infrastructure can lead to inappropriate and inconsistent project selection, contributing to uncertainty 
and resulting in higher costs of capital. There is strong evidence to justify our investment: significant distribution 
network reinforcements are required to meet the uptake of low carbon technologies (Accelerated electrification 
and the GB electricity system). We need commitment from Ofgem on the investment required to achieve net-
zero that translates this confidence to our supply chain. Delaying investments will have significant impact in 
reducing our ability to meet net zero targets and increase costs for future price controls. Our approach to the 
deliverability of our plan becomes ever more important in the context of infrastructure where project optimisation 
through our grid supply model will capitalise on optimising design, minimising waste, and utilising resources 
more effectively by delivering sustainable whole system solutions together with our supply chain.  

As noted above, Ofgem must consider the impact on deliverability of the RIIO-ED2 framework, in terms of the 
potential impact on both current and future consumers: 

• Addresses errors in its cost assessment including unachievable and unreasonable efficiency targets to 
provide confidence to our supply chain within the context of infrastructure. 

• Accepts our submitted unit rates for asset categories where we have unique cost challenges or 
justification through taking a different approach to other DNOs (e.g., North of Scotland and specific non-
load asset categories such as LV cables, further details can be found in Annex 10)  

• Recognises the investment required to deliver network capacity and growth, and appropriate balance 
of risk and reward that maintains finance-ability and is transparent about the cost of net-zero. 

• Accepts the digital investment required to improve service delivery to our customers in an increasingly 
challenging environment, including to enable new connections.  

In anticipation of the forthcoming price control period, and with a view to optimise delivery, we have already 
commenced mobilisation efforts, supply chain engagements, procurement of goods, services and works as per 
our original baseline plan. 

While we continue to engage proactively with our supply chain (see Annex 1 for further engagement details), 
key partners are telling us they need greater certainty of volumes to progress negotiations further, and this is 
further exacerbated by the uncertainty created by Ofgem’s proposed cuts in certain areas, for example in relation 
to LV overlay volumes in SHEPD. The additional information provided in this annex is intended to resolve 
outstanding concerns to enable our engagement to progress and a positive outcome to be delivered. 

Transformation and Mobilisation Efforts for RIIO – ED2 
Ofgem’s concerns around deliverability are summarised into two key areas (see Annex 3 and Annex 4 for a 
mapping of SSEN’s response to Ofgem’s specific feedback from the Draft Determinations and subsequent 
bilaterals): 

1. ‘…significant increase in volume compared to ED1’ 
2. ‘Due to the ramp up in capability, we consider that there is a risk related to deliverability…’ 

Ofgem’s response has been to disallow costs of associated with a number of key investments related to Asset 
replacement and Net Zero Load related reinforcement. We do not consider this response to be proportionate or 
appropriate, as it fails to consider the impact on current and future consumers of delaying key investment in our 
plan. This includes in terms of ensuring security of supply in the short and longer-term, as well reducing carbon 
emissions. This also risks a bow wave of activity in future price controls, exacerbating deliverability issues at a 
later stage and resulting in greater costs to future consumers.  (See Fig1) 
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Fig 1 – Range of Potential Ex-Ante LRE ED2 

 
 

We recognise the importance of ensuring our business plan is deliverable, and as highlighted in Annex 16.1 of 
our final plan submission. We have validated our delivery model and have mobilised efforts to deliver 
transformation to support our step change in capability. We have therefore sought to further address Ofgem’s 
concerns directly in our response to Draft Determinations and are providing additional evidence to support our 
preparedness. This includes further information on how we are preparing for RIIO-ED2 as well as more detail 
evidence in key areas identified by as being of concern. 

Mobilising our Business and our Supply Chain 
1. We have established an Integrated Delivery Planning Centre (IDPC) to identify at an early stage all 

interdependencies including present and future business as usual operational requirements – it ensures 
all parts of our delivery organisation have a common level of forward planning, ensuring works are 
integrated and optimised for performance and benefits outcomes. 

2. The IDPC continues to develop optimised and integrated programmes of work that align to our grid 
supply point model. For example, in Mannington we have identified areas for optimising considering a 
whole system approach rather than considering projects and drivers in isolation, which will deliver 
improved customer outcomes through fewer interruptions, and this supports our market engagement. 
Through our GSP integration we have identified several areas where assets need to be upgraded ahead 
early in their whole life cycle costs, which evidences the need for our holistic approach.  

3. We have identified long lead time plant and commenced procurement to secure delivery for the initial 
years of RIIO-ED2 and where lead times have exceeded our plans, we have made proactive decisions 
to place orders to secure delivery of our commitment. For example, we have already procured items 
including 132kV and 33kV transformers, Distribution Transformers and secondary SF6 circuit breakers 
to safeguard our deliverability commitments whilst the supply chain normalises to demand profiles. For 
standard items held in our logistics stores we have already modelled likely future demand across all 
product classes and are sharing these with our suppliers (to support their supply chain and resource 
and investment plan) and are in the process of placing orders to secure products for RIIO-ED2. 

4. We have also commenced engineering design and consenting activities to ensure we are ready to 
deliver from the start of RIIO-ED2 and throughout. 

5. We are piloting our GSP approach on the Green Recovery programme and although contract award 
recommendations are imminent, this demonstrates that the supply chain supports the multi-disciplinary 
activity and welcomes the opportunity to design out cost and maximise productivity by optimising 
projects and outages. 

6. Good progress is being made on delivering the new SEPD GSP model agreement (as outlined in Annex 
16.1 of our final business plan). This will be the largest contract for RIIO-ED2 and have the greatest 
impact on successful delivery. A thorough evaluation of options has been completed and a specific GSP 
Commercial and Contracting strategy has been developed. Internal governance has approved the 
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Delivery of a credible net 
zero  

- Ofgem’s Draft Determination propose cuts in NbS significantly impacts our 
ability to meet a credible and ethical net zero (as required under the 
Climate Change Act 2008 r 2019), and has the potential to push the costs 
associated with net zero onto future generations. This decision also 
impedes our ability to deliver against the biodiversity net gain requirements 
in the Environment Act 2021.  
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HV and LV Circuit Investments  
The Needs Case: 

As described within both our non-load underground cable EJPs and load feeder EJPs, it is critical that we 
undertake adequate investment in our underground cable network to protect current and future network 
customers. The LV and HV cable networks will be a key enabler of the transition to Net Zero given the additional 
loading that will be added to this infrastructure with the continued adoption of electric vehicles and heat pumps. 

As described within the relevant EJPs a large percentage of our cable network was installed in the 1940s-1960s. 
Much of this older cable is CONSAC and Paper insulated with a shorter lifetime than the modern alternatives. 
For this reason and combined with the trends we see within our NAFIRS fault data, we expect a huge bow wave 
of cable overlays being required in RIIO-ED2 to RIIO-ED4. It is therefore critical that during RIIO-ED2 we get 
ahead of this bow wave as much as possible to protect our network customers.  

The consequences of under investment in our cable network is potentially severe for network customers. The 
failure to proactively invest in this infrastructure could lead to a significant increase in cable faults and massive 
increases in our CV26 Faults costs as we respond reactively to the worsening condition of the cable network. 
There is also a direct benefit in replacing these ageing assets to further assist in supporting our drive towards 
Net Zero targets with the increased capability for EV charging and LCT demand. We strongly believe that a 
proactive response during RIIO-ED2 represents much better value for current and future network customers 
than an inefficient reactive approach in future price controls as thousands of kilometres of cable collectively 
reaches an ‘end-of-life’ condition.  

RIIO-ED1 Strategy & Transition to RIIO-ED2: 

Our RIIO-ED1 plan which was submitted in 2012/13, ten years prior to the commencement of RIIO-ED2, and 
the data that supported our plan and associated investment needs at the time did not suggest that we needed 
to undertake targeted investment in cables.  As such, we did not seek any specific allowances for the direct 
replacement of underground cables during the RIIO-ED1 period.  

Our focus during the RIIO-ED1 period has been on taking data-driven decisions and further improving our 
understanding of our key assets through better underlying systems and data. We have started to see an 
increase in underlying fault trend in the RIIO-ED1 period and have replaced 166km of underground cables on 
our network as of 2020/21. However, we have also had to prioritise other activities, in particular responding to 
unexpected faults on our subsea cables, underlying the need for a more strategic approach to managing these 
assets (see Annex 10). For these reasons there have been no steady increase in dedicated asset replacement 
activity in this area. We are proposing a complete change in emphasis and direction for these asset classes in 
ED2 with the commencement of a long term proactive replacement programme until 2060 and beyond. We are 
utilising the remaining time in RIIO-ED1 to set ourselves up to deliver these assets in the most efficient and 
effective way possible, working with our supply chain to set up new frameworks which are fit for purpose for the 
significant step up required in RIIO-ED2. We have therefore been proactively engaging our supply chain and 
contractors so that we can commence with this key investment work immediately from the start of RIIO-ED2 in 
April 2023.  

Ofgem Feedback: 

Within the EJP feedback and as discussed during the Draft Determination Cost & Engineering Bilateral, Ofgem 
has indicated their broad agreement with the needs case described within our underground cable EJPs and as 
demonstrated by the corresponding Cost Benefit Analysis. The volume justified exceeds the volumes we have 
submitted given our strategy to steadily ramp up our delivery capacity throughout RIIO-ED2 collaboratively with 
the supply chain. 

Instead, we understand that Ofgem’s key concerns to be the perceived deliverability of the volumes we have 
proposed, whilst accepted the need to carry out these volumes. Ofgem states in its Draft Determination for Non-
Load: ‘Due to the ramp up in capability to deliver the proposed volume, we consider that there is a risk related 
to deliverability and hence consider the EJP to be partially justified.’ Similarly, for the Load related HV and LV 
circuit EJPs, Ofgem makes the following comments: ‘…we consider that there is a risk related to the 
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6.6/11kV Transformer (GM) 
The Needs Case 

As described within our EJP 308_SSEPD_NLR_HV_TRANSF we have proposed to replace ‘end-of-life’ 
6.6/11kV Transformers with transformers equipped with an LV On Load Tap Changer (LV OLTC). This proposed 
investment follows the learnings associated with ENWL’s Smart Street innovation project and the subsequent 
£18m Innovation Rollout Mechanism (IRM). We intend to secure the same benefits for our network customers 
during RIIO-ED2 that Ofgem has funded ENWL to deliver during RIIO-ED1 and now RIIO-ED2. 

As described within our EJP the primary benefit of this technology is a reduction in energy consumption from 
our customers home appliances. This energy saving is associated with the principle of Conservative Voltage 
Reduction (CVR) which minimising the energy use of certain loads at a lower voltage. The detailed CBA we 
have presented within our EJP demonstrates the compelling benefits associated with this investment. These 
benefits will be targeted at vulnerable and fuel poor customers during RIIO-ED2. As such, the consequence of 
rejecting this proposal becomes more severe given the rising energy prices and cost of living crisis that out 
network customers are currently experiencing.  

We believe that our RIIO-ED2 strategy allows us to deploy the Smart Street technology in a much more cost-
effective manner for network customers when compared to the Smart Street CVP. Rather than replacing healthy 
transformers with years of lifetime remaining, we plan to deploy the LV OLTC together with the required network 
monitoring when replacing ‘end-of-life’ transformers that need to be replaced regardless. This approach means 
that we are maximising the lifetime of our existing network.   

SSEN is asking for incremental funding of only  to deploy 435 LV OLTC during our CV7a asset 
replacement programme (  per deployment). Based on the information we have available to us, this appears 
to be more than 10 times less that the  that Ofgem has awarded to ENWL as a bespoke CV2 output to 
deploy 1000 units (  per deployment). Unlike our CV7a proposals, ENWL’s proposed CVP volumes are in 
addition to the volumes they have also requested in CV7a and CV2.  

Reference EJPs: 
308_SSEPD_NLR_HV_TRANSF  

Reverse SQs: 

• SSEN007 

Ofgem DD Feedback 

Ofgem states in its Draft Determination for non-load: ‘…starting low, ramping up to 80% all replacements end 
ED2. There is some risk related to the outrun percentage of replacements with LV OLTC over ED2, hence we 
consider partially justified.’ This feedback refers to our non-load EJP 308_SSEPD_NLR_HV_TRANSF.  
 
Subsequent feedback in response to our SQ SSEN07 clarified that “Our deliverability concern is centred on the 
unit rate for the OLTC being higher than the nominal TX unit replacement” and “Incremental costs were 
considered as part of a wider review of the RIIO-ED2 unit costs”. 
 
However, as described above our incremental unit cost over and above the nominal transformer unit 
replacement cost is only  compared to the Ofgem have awarded to ENWL. This incremental cost 
is a result of our engagement with the supply chain and manufacturers of the technology that we carried out 
prior to the final submission. We then calculated a blended unit cost that reflects the mix of the conventional 
volumes and the LV OLTC variant volumes in CV7a. This unit cost has been recorded within the M26 
Incremental Cost Table 
 
Our incremental CV7a unit cost is  per unit lower than the costs associated with the ENWL Smart 
Street CVP. This is reflective of our strategy to build this innovation in as Business as Usual (BaU) and into our 
CV7a baseline and deploy the technology when replacing ‘end-of-life’ transformers rather than to rely upon 
bespoke mechanisms to deploy a technology that already has a proven business case in place of healthy 
transformers with many years of useful lifetime remaining.  
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132kV Circuit Breakers 
Needs Case: 

As a NARMs asset category, we have implemented our internal Network Asset Intervention Methodology 
(NAIM) and the corresponding Health Score Intervention Criteria (HSIC) to identify which 132kV circuit breakers 
required proactive replacement during RIIO-ED2 prior to asset failure.  

Given that we have applied our conservative HSIC to this asset category any reduction to our proposed volumes 
risks disruptive and costly asset failure which is not in the best interest of network customers, particularly for 
132kV assets as in this case. Choosing not to replace these proactively during RIIO-ED2 is choosing the replace 
them reactively under fault conditions instead given that we have asset specific condition data for each of the 
circuit breakers we have included within the plan. 

Using the approach described above we identified 16 specific circuit breakers that require intervention during 
RIIO-ED2. This is a small increase from the 12 we have replaced during RIIO-ED1. However, within the CV7 
disaggregated modelling Ofgem have awarded a volume of 0.6 circuit breakers. This is despite the Run-Rate 
calculation of 26.1 which Ofgem has indicated it will use to assess the deliverability of DNOs proposed volumes. 

Given the very slight volumetric increase when compared to RIIO-ED1 we have confidence that the proposed 
volumes can be delivered with ease during RIIO-ED2. Our evidence to support this claim is expanded upon 
below. 

Ofgem Feedback: 

Ofgem states in its Draft Determination for non-load: ‘Due to the increase in volumes compared to ED1 with 
limited information on deliverability we consider this to be a deliverability risk and therefore view the EJP to be 
partially justified.’. This feedback corresponds to the EJP 307_SSEPD_NLR/132kV_SWGR.  

This feedback has resulted in the cuts applied to the disaggregated modelling from 16 circuit breakers to 0.6 
circuit breakers. At the Ofgem proposed unit cost this is equivalent to a reduction of £2.7m against our baseline 
plan. 

This decision undermines the NAIM we have implemented for RIIO-ED2 which has delivered a £105m efficiency 
into our NARM CV7 and CV9 volumes. This will increase the risk of failure in this asset categories to level that 
are not tolerable for our network customers potentially resulting in disruptive and costly failures to these critical 
network assets.   

Table 13 below shows the Risks and Mitigations we have identified when assessing our deliver plan for the 16 
132kV circuit breakers we have proposed within our CV7a baseline plan. We believe this evidence demonstrate 
our preparedness to deliver these volumes.  
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33kV & 132kV Tower Line Conductor & Fittings    
The Needs Case 
This section of this Deliverability annex corresponds to 132kV Tower Line Conductor and our 33kV and 132kV 
Fittings. The volumes we have proposed have been calculated using our RIIO-ED2 Network Asset Intervention 
Methodology (NAIM) and the corresponding Health Score Intervention Criteria which has resulted in a £105m 
efficiency to our CV7 and CV9 volumes.  
 
Our NAIM/HSIC when applied to the outputs of our CBRM models acts as justification for the needs case to 
intervene upon these important network assets. As such, any deferment in the volumes we have proposed 
increases the risk of asset failures due to condition. Given that these are 132kV assets any failures can be 
extremely disruptive, costly and difficult to resource when resources are not planned and scheduled in advance. 
As a result, we proposed the following volumes we have been cut by Ofgem in the CV7 disaggregated modelling: 
 

• 132kV Tower Line Conductor: cut from 71.6km to 59.4km (SEPD) 
• 132kV Fittings: cut from 1782 fittings to 673.3 fittings (SEPD) 
• 33kV Tower Line Conductor: cut from 63.7km to 22.2km (SHEPD) 
• 33kV Fittings: cut from 113 fittings to 45.5 fittings (SEPD), 298 fittings to 40.9 (SHEPD) 

 
Ofgem Feedback 
Ofgem has provided the following feedback when reviewing our RIIO-ED2 proposals for these asset categories. 
This feedback corresponds to the EJP 425_SSEPD_NLR_33kV&132kV_TOWERS 
 

‘The EJP presents a clear needs case and it was clarified that nearly all towers have been assessed 
using the method described in the EJP. However, there are significant changes in volumes compared 
to ED1 with limited justification. Due to the change in volumes from ED1 with limited justification we 
consider there to be volume / deliverability risk and hence consider the EJP to be partially justified.’  

 
This feedback has resulted in the cuts described above within the disaggregated modelling and is equivalent to 
a reduction of £5.9m to our baseline plan. This cut threatens our ability to adequately manage these asset 
categories and adds intolerable risk over and above the risk that is acceptable to our network customers 
 
With regards to the justification of the increase from RIIO-ED1, the needs case (which has been accepted by 
Ofgem) is the justification itself. As described above, the volumes we have proposed are based upon condition 
data and the Health and Criticality scores calculated by our CBRM models. This data proves the physical need 
to replace these assets. 
 
The volumes are greater than RIIO-ED1 because the network was not built at a constant rate historically. This 
is demonstrated in the age profiles of our network assets that shows significant peaks of historic investment. 
This subsequently means we would expect to see similar peaks in investment when these assets collectively 
reach and ‘end of life’ condition.  
 
As such, we have prepared Table 15 below which highlights the Risks and Mitigations we have identified when 
assessing our reviewing our delivery plans for these asset categories. We believe this information demonstrates 
our preparedness to deliver these volumes. 

 

 

 

 

 

  














