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Plan version Notional Company
Ofgem Actual 

Company 

WWU Company 

specific plan 

Key areas of 

difference

Cost of debt 

revenue allowance

Allowance per Ofgem BP 

assumption

Same as Notional 

Company

Will match the actual 

efficient cost of debt 

(including derivatives)

Cost of debt input Same as allowance
Actual cost of debt 

(including derivatives)

Actual cost of debt 

(including derivatives)

Cost of equity 

revenue allowance

Per Ofgem BP 

assumption

Same as Notional 

Company
WWU specific

Equity 

distributions, 

excluding return of 

equity

Per Ofgem BP 

assumption
WWU specific WWU specific
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5724/rfpr-gd2-wwu-202324.xlsx
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://ratings.moodys.com/api/rmc-documents/386754
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://api.parliament.uk/historic-hansard/lords/2000/jun/13/utilities-bill
https://www.wwutilities.co.uk/media/5966/58b-riio-3-cost-of-equity-capm-parameters-oxera-redacted.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
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ALLOWED COST OF CAPITAL

Allowed cost of equity rate, Nominal CPIH

Distribution rate

Cost of debt

Allowed cost of debt rate, Nominal CPIH

Weighted allowed cost of debt rate, 30% Nominal / 70% nominal

Source: Finance Annex Support Workbook tab #2.

The WWU distribution and equity capital expectations are further outlined in Section 7.2(b).

4.35%

2.90%

3.00%

5.43%

Ofgem 

Notional Company

Cost of equity

WWU Company specific 

PlanActual Company

Ofgem 

RIIO-GD3 average

4.96%

6.42%

6.89%

5.00%

5.43%

5.00%

2.90%

4.35%

CAPM Inputs

Gearing a. 60.00% 60.00% 60.00% 60.00% 60.0% 60.0%

RFR b. 1.27% 1.27% 1.54% 1.54% 1.54% 1.54%

TMR c. 6.50% 7.00% 7.00% 7.50% 7.25% 7.25%

Debt beta d. 0.075 0.075 0.075 0.075 0.075 0.075

Asset beta e. 0.30 0.40 0.35 0.40 0.38 0.045 0.42

Equity Beta f: ((e-(d*e))/(1-a) 0.64 0.89 0.76 0.89 0.83 94%

CAPM Output

Cost of equity range b+f*(c-b) 4.60% 6.36% 5.70% 6.83% 6.25% 6.89%

Cost of equity midpoint at SSMD 6.25% 6.89%

Source: Finance Annex Support Workbook tab #3.         Small rounding differences ignored.

Oxera 

baseline Ke 

MID

Asset beta 

adjustment 

for sector 

specific risk

WWU Ke 

5.43%

Ofgem 

SSMD Ke 

LOW

Ofgem 

SSMD Ke 

HIGH

Oxera 

baseline Ke 

LOW

Oxera 

baseline Ke 

HIGH

https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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https://www.legislation.gov.uk/ukpga/1986/44/section/4AA
https://www.ofgem.gov.uk/sites/default/files/docs/2014/02/decision_on_equity_market_return_methodology_0.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2012/07/gd1-finance-initial-proposals-270712.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2018/12/riio-2_finance_annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5966/58b-riio-3-cost-of-equity-capm-parameters-oxera-redacted.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5964/58c-cost-of-equity-for-riio-gd3-oxera-redacted.pdf
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https://www.wwutilities.co.uk/media/5966/58b-riio-3-cost-of-equity-capm-parameters-oxera-redacted.pdf
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https://www.wwutilities.co.uk/media/5963/58d-updated-cost-of-equity-cross-check-evidence-frontier-economics-redacted.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://www.wwutilities.co.uk/media/5962/58f-gas-distribution-networks-dividends-in-riio-gd3-oxera-redacted.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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2023/24 prices (£m) 2021/22 2022/23 2023/24 2024/25 2025/26 Average 2026/27 2027/28 2028/29 2029/30 2030/31  Average % change to GD2

Actual Actual Actual Forecast Projected Projected Projected Projected Projected Projected Projected Projected Projected

2016/17 2017/18 2018/19 2019/20 2020/21 2020/21 2022/23 2023/24 2024/25 2025/26

Opex (EXCL non reg) 105.3 109.8 100.9 143.0 144.9 120.8 179.8 184.5 180.8 178.6 176.6 180.1 49.1% 

Net Capex 70.7 63.8 103.0 113.0 116.7 93.5 87.4 96.1 92.8 88.1 65.0 85.9 (8.1%)

Net Repex 89.4 122.3 149.0 133.5 132.8 125.4 172.4 174.4 169.7 171.7 172.5 172.1 37.3% 

Totex 265.4 295.9 352.9 389.6 394.4 339.6 439.6 455.1 443.2 438.5 414.1 438.1 29.0% 

Source: Finance Annex Support Workbook tab#5.     For RIIO-2 the figures are Totex inputs ; for RIIO-3 the figures are Totex allowance and inputs

RIIO-GD2 RIIO-GD3

Source: Finance 

Annex Support 

Workbook tab#5 

https://www.wwutilities.co.uk/media/5965/60-cost-assessment-and-benchmarking-approach-redacted.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5964/58c-cost-of-equity-for-riio-gd3-oxera-redacted.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.neso.energy/publications/future-energy-scenarios-fes
https://www.neso.energy/advice-achieving-clean-power-2030
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_GD_Annex.pdf
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https://www.wwutilities.co.uk/media/5970/60e-review-of-ofgems-proposed-approach-to-cost-assessment-at-gd3-oxera.pdf
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https://ratings.moodys.com/api/rmc-documents/386754
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https://www.ofgem.gov.uk/sites/default/files/docs/2007/12/final-proposals.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2007/12/final-proposals.pdf
https://www.legislation.gov.uk/ukpga/1986/44/section/4AA
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2020/07/draft_determinations_-_finance.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2020/07/draft_determinations_-_finance.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2020/07/draft_determinations_-_finance.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.fitchratings.com/research/corporate-finance/fitch-revises-wales-west-utilities-outlook-to-stable-affirms-idr-at-bbb-10-11-2023
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2020/07/draft_determinations_-_finance.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2012/12/3_riiogd1_fp_finance_and_uncertainty_0.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2012/12/3_riiogd1_fp_finance_and_uncertainty_0.pdf
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WACC sensitivity to gearing within a BBB+ rating level

Gearing at 60% Gearing at 65% Gearing at 70%

Gearing a 60.000% 65.000% 70.000% Flexed

RFR b 1.270% 1.270% 1.270% Per BPFM, updated by Ofgem

TMR c 6.750% 6.750% 6.750% Per SSMD, table 13, 3.227, mid point

Debt beta d 0.075 0.075 0.075 Per SSMD, table 13, 3.227

Asset beta e 0.35 0.35 0.35 Per SSMD, table 13, 3.227, mid point

Equity Beta f 0.76 0.86 0.99 (e-(d*a)/(1-a)

Cost of equity g 5.43% 5.99% 6.70% b+f*(c-b)

Cost of debt h 4.35% 4.35% 4.35% per J93 of Finance Annex Support Workbook tab 4_Cost of Debt

Cost of additional debt i 0.00% 0.41% 0.76% Assuming 5.93% nominal cost for new debt

WACC j 4.78% 5.19% 5.59% g*(1-a)+(h+i)*a

Source: Finance Annex Support Workbook tab #1.                Small rounding differences ignored

https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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2026/27 2027/28 2028/29 2029/30 2030/31 Average

Gearing : Net debt/RAV 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%

Maximum threshold 75.0% 75.0% 75.0% 75.0% 75.0% 75.0%

Headroom/(shortfall) in debt 475.7 483.7 489.1 492.9 493.9 487.1

Moody's AICR 1.8 1.8 1.8 1.8 1.7 1.8

Minimum threshold 1.4 1.4 1.4 1.4 1.4 1.4

Headroom/(shortfall) in cashflow 33.3 32.6 32.6 32.3 31.4 32.5

Fitch nominal PMICR 2.0 2.0 2.0 2.0 2.0 2.0

Minimum threshold 1.6 1.6 1.6 1.6 1.6 1.6

Headroom/(shortfall) in cashflow 36.4 37.5 38.1 37.7 36.6 37.3

S&P FFO/Net debt 16.4% 16.9% 17.6% 18.3% 19.1% 17.6%

Minimum threshold 9.0% 9.0% 9.0% 9.0% 9.0% 9.0%

Headroom/(shortfall) in FFO 140.1 152.4 167.5 183.0 199.8 131.5

Source: Finance Annex Support workbook tab#6

Ofgem Notional Company
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf


26 
 

 

 

• 

• 

109

• 

 

 

 

• 

• 

• 

 

 

NOTIONAL COMPANY - STRESS TESTS - RESULTS SUMMARY

Key : red highlights adverse movement to average base ratio

Stressed variable Stress band Base High - impact Low - impact

Base - see 

note 1 High - impact Low - impact

Material ? (see 

note 3)

Interest rates + / -  : 2% 1.9 0.0 0.0 56.4% -0.6% 0.6% Not material

RPI/CPIH wedge (note2) + / -  : 0.5% 1.9 0.0 0.0 56.4% 0.2% -0.2% Not material

CPIH inflation rate + / -  : 2% 1.9 0.0 0.0 56.4% -0.8% 0.8% Not material

Totex + / -  : 10% 1.9 -0.2 0.2 56.4% 2.9% -3.0% Material

RORE + / -  : 2% 1.9 0.4 -0.4 56.4% -2.5% 2.5% Material

ILD -  30% of debt + / -  : 10% 1.9 0.0 0.0 56.4% 0.1% -0.1% Not material

Source: Finance Annex Support Workbook tab #7

Average AICR ratio Average Gearing ratio 

Note 2. This is the RPI/CPIH wedge.  Only the CPIH variable is flexed for the Notional Company as it has no RPI exposure.

Note 3. We apply a materiality threshold for AICR of 0.2 and for gearing 1.5% 

Note 1: Special dividends are used to control gearing to 60%. For the purposes of assessing the true impact on gearing, those special dividends are disapplied.

https://www.wwutilities.co.uk/media/5724/rfpr-gd2-wwu-202324.xlsx
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf


30 
 

 

• 

• 

• 

• 

• 

• 

• 

 

 

 

 

https://www.wwutilities.co.uk/media/5724/rfpr-gd2-wwu-202324.xlsx
https://www.fitchratings.com/research/corporate-finance/fitch-revises-wales-west-utilities-outlook-to-stable-affirms-idr-at-bbb-10-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-revises-wales-west-utilities-outlook-to-stable-affirms-idr-at-bbb-10-11-2023
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.wwutilities.co.uk/media/5962/58f-gas-distribution-networks-dividends-in-riio-gd3-oxera-redacted.pdf
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.wwutilities.co.uk%2Fmedia%2F5943%2F58a-finance-annex-support-workbook-redacted.xlsx&wdOrigin=BROWSELINK
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.legislation.gov.uk/ukpga/1986/44/section/4AA
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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https://www.ofgem.gov.uk/sites/default/files/docs/2006/02/12890-financingnetworks080206.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2011/03/t1decisionfinance_0.pdf
https://www.ofgem.gov.uk/sites/default/files/docs/2011/03/t1decisionfinance_0.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf
https://www.wwutilities.co.uk/media/5486/wwu-public-ssmc-response.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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Subject Type Status Scope Sender

1 RIIO-3 cost of equity - CAPM parameters Expert report Public Cross sector ENA

2 Regulatory regimes and business mixes for relevant European comparators Expert report Public Cross sector ENA

3 Cost of Equity  : Cross-Check Evidence Expert report Public Cross sector ENA

4 Cost of equity : Prepared for GB Gas Distribution networks Expert report Public GDN sector WWU

5 Gas distribution Networks' dividend yields for RIIO-GD3 Expert report Public GDN sector WWU

6 WWU cost of debt and derivatives for RIIO-GD3 - efficiency assessment Expert report Private WWU WWU

7 Customer engagement for WWU Research study Private WWU WWU

RIIO-GD3 : EXTERNAL CONSULTING REPORTS ON COST OF CAPITAL AND CUSTOMER FEEDBACK

https://www.wwutilities.co.uk/media/5966/58b-riio-3-cost-of-equity-capm-parameters-oxera-redacted.pdf
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https://www.wwutilities.co.uk/media/5961/58g-european-beta-comparators-oxera-redacted.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5963/58d-updated-cost-of-equity-cross-check-evidence-frontier-economics-redacted.pdf
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https://www.wwutilities.co.uk/media/5964/58c-cost-of-equity-for-riio-gd3-oxera-redacted.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
https://www.wwutilities.co.uk/media/5964/58c-cost-of-equity-for-riio-gd3-oxera-redacted.pdf
https://www.wwutilities.co.uk/media/5962/58f-gas-distribution-networks-dividends-in-riio-gd3-oxera-redacted.pdf
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https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_SSMD_Finance_Annex.pdf
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