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Cost and efficiency benchmarking
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Key Cost Assessment Building Blocks

3. Modelling choices

4. Catch-up efficiency

5. Ongoing efficiency / 
Frontier Shift

2. Comparability / 
Normalisation

• Level of aggregation: For example, for RIIO-ED2 we used both totex (top-down) and disaggregated (activity level) 
benchmarking, to determine an ‘industry average’, modelled view of costs, but it is not the only option.

• Cost drivers: We used a selection of scale, workload, and growth drivers to control for material differences between 
companies and outputs. 

• Assessment tools: regression, unit cost, run-rate, ratio and qualitative analysis etc.

• The robustness of a benchmarking exercise relies on comparability across network companies, which might require 
normalisation / pre-modelling adjustments to submitted costs.

• Regional & Company Specific adjustments were applied to account for certain regions attracting higher or lower costs 
than elsewhere, or when the inherent characteristics of a particular network attract higher costs than others.

• Efficiency challenge, which is used to challenge the less 
efficient companies to ‘catch-up’ on expenditure with the most 
efficient companies.

• Efficiency challenge, reflecting an overall increase in 
productivity that we expect even the most efficient companies 
to deliver. 

1. Reporting templates • Good benchmarking requires good data. The development of the Business Plan Data Templates (BPDTs) and associated 
Business Plan Guidance is critical to getting common, robust data to use for Cost Assessment.  



�K�&�&�/���/���>�r�/�v�������v���o�K�v�o�˙ 32

Summary of the impact of RIIO-ED2 Cost Assessment

• DNOs submitted business plans forecasted expenditure of ~£25bn over the RIIO-ED2 period.

• Through cost benchmarking and efficiency challenge we reduced this by ~£3bn to ~£22.2bn, a reduction of 12% against normalised submitted 

costs. 

• Once we account for non-price control allocations1 and the impact of Access SCR, we provided allowances of ~£21.4bn over the RIIO-ED2 period. 

• Figure 1 and 2 below provide a breakdown of the evolution of totex allowances, and the spread of adjustments across DNOs:

1  Non-price control allocations are adjustments to allowances to account for income that sits outside the price control.

Figure 1: Evolution of totex allowances Figure 2: Overall adjustments by DNO


































