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3.  Governance framework 

The Regulation Director has overall strategic responsibility for the delivery of our 
submission and has been supported by the Head of RIIO-GT3 Price Control and the
Head of RIIO-GT3 Finance who, through contributions from a wide range of business
areas have ensured delivery of key elements of the plan and facilitated input from the 
Executives as and when required. 

The Delivery Board has included executive representation from across the business to provide
strategic direction and oversight of the business plan development. This was supported by the 
Working Group, which comprised of highly experienced senior leaders across all business areas
and provided day-to-day oversight of the development and delivery of the plan. 

The Finance Board has also been an executive level group, responsible for the development of the key 
finance and financeability matters and is supported by the Finance Working Group which comprised
of business wide finance experts.  
 
Several expert groups supported the development of the business plan, these included:

•	� Content Oversight Justification Assurance Group (COJAG) – focused on assurance processes 
to deliver a compliant and robustly justified business plan submission.

•	� Business Plan Incentive Advisory Group (BPIAG) – provided input and challenge to the development 
of key main business plan commitments.

•	� RIIO-GT3 Management Performance Excellence Hub (PEX) – weekly management information 
hubs were run across each of the business plan areas to support the central programme team to 
manage overall delivery and coordination of the business plan submission.

Independent Stakeholder Group (ISG)

The ISG forms an integral part of the submission through their review and challenge role and has 
proactively been engaged in the development of our business plan. Their role, which is mandated 
by Ofgem, is to scrutinise the content and delivery of our plan as well as reviewing our approach 
to stakeholder engagement at every stage; this ensures our plan addresses the priorities of diverse 
stakeholders, including those of local and regional consumers and network users. They will also 
monitor the delivery of our business plan commitments over the price control period. 

In reviewing our plan, the ISG have also considered National Gas’ role in ensuring the gas transmission 
network continues to provide energy security today while also helping the UK achieve its net zero 
ambitions. The ISG played a vital role in adding value to the development of our business plans by:

•	� Maintaining independence and transparency 

•	� Providing constructive challenge and targeted feedback 

•	� Bringing a diversity of views

•	� Focusing on outcomes

•	� Constantly seeking to improve the way we do things.
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Performing DAG risk assessments 

Risk assessments were performed in line with the DAG methodology, which classifies risk into 4 categories 
being critical, high, medium, low and requires the level of assurance activity to be proportionate to the 
level of risk. The outcome of the risk assessments was used to determine the level of assurance required 
over the different parts of the submission and as the Board we confirm that this approach to assuring the 
business plan submission was appropriately executed.

‘Three lines of defence’ assurance model

A ‘three lines of defence’ assurance model was adopted 
to ensure appropriate input and oversight over 
our submission: 

•	 First Line – all Business roles 

•	 �Second Line – all roles within the Regulation 
directorate supported by an independent 
consultant as expert reviewer 

•	 Third Line – Internal Audit supported by PwC

This has ensured that appropriate level of challenge 
and review was carried out across the business plan 
at each stage of our submission and complies with 
Ofgem’s DAG requirements.
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4.  Assurance framework

1	� As defined by the Chartered Institute of Internal Auditors
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*	�Appendix 1 provides a summary of where independent consultants have been engaged to support our BP submission, the scope of their respective 
work and which part of the submission their work has been referenced.

First line: Business roles
•	� Level 1 – considered to be an expert in the area being assured and capable of attesting to the accuracy of 

information provided.
•	� Level 2 – overall responsibility for the area being assured and able to attest to the accuracy, completeness 

and consistency of information provided.
•	� Level 3 – business director who had overall responsibility for the accuracy and quality of information contributed 

from their area into the business plan. 

Second line: Independent consultant roles*

Independent consultants were appointed to undertake various roles:
•	 provide an expert view on a particular process that the business plan submission relied on;
•	 perform independent expert reviews of specific areas of the business plan;
•	 undertake a ‘critical friend role’ to support senior leadership; and
•	 undertake other roles as requested by management or the Board.  

Second line: Regulation roles
•	� Regulation Subject Matter Experts – considered to be a specialist in the area being assured and capable 

of challenging and reviewing business information against Ofgem requirements.
•	� Assurance Team – performed independent checks to ensure the assurance framework has been operated as 

expected, identify material issues for Level 3 consideration where appropriate, and track closure of material 
actions raised during the review process.

•	� Regulation Director – was responsible for receiving the appropriate assurance from business directors prior 
to presenting the plan for consideration by Board members.

 

Third line: Internal Audit
•	� The Internal Audit team were supported by PwC in carrying out two reviews of the assurance framework and 

as the Board we monitored the implementation of the recommendations from these two reviews.
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6.  Board sign-off statements

As the National Gas Board we provide the following statements in support of our business 
plan submission.

We own the overall strategy and direction of NGT’s business plan

As a Board, we agreed the strategic principles that have been applied to our business plan to ensure 
that our submission is ambitious, with challenging targets and outcomes. 

We agreed that the plan would reflect our important role in Britain’s energy security and include 
stretching targets and bold outcomes that accentuate our investment requirements to enable us 
to continue to deliver secure, reliable and safe energy. To ensure continued availability and reliability 
of our network we agreed that the plan should also include activities to make sure we are resilient 
to emerging impact of areas, such as climate change and global threats to national infrastructures. 
We have closely overseen the development of the resilience programme that supports our role in 
ensuring national energy security is protected in the most challenging of scenarios. This included 
ensuring the required network access and supply chain partners would be available to support the 
full delivery of the proposed investments. 

The Board agreed that we should review and challenge areas of the plan that underpin asset lives, 
capitalisation rates, equity injection and expenditure reduction to ensure the plan is financeable. 
We would also ensure that the plan provided a high degree of transparency as to how the scopes, 
volumes and costs for our activities have been assured and developed. We would look at potential 
opportunities to identify value and efficiency programmes to drive lower costs for consumers and 
improved returns for investors, and we are pleased that the experience gained from delivering the 
current regulatory framework, has enabled us to embed £261 million efficiency savings into the plan. 

We concluded on the company’s response to the Sector Specific Methodology Consultation (SSMC) 
and agreed that if our view on the financial package is different from that of Ofgem, our submission 
would follow Ofgem’s Business Plan Guidance but we would also put forward alternate proposals with 
supporting justifications. 

We are of the opinion that the agreed strategic principles have been reflected in the business plan 
through high levels of transparency, collaboration and engagement by the Board with management, 
a wide variety of stakeholders and by the contributions of a number of independent consultants. 
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We have challenged and satisfied ourselves that the business plan 
is ambitious

We have challenged and are satisfied that our business plan is very ambitious and is based on 
challenging but achievable targets. Our plan includes commitments and investments required to 
ensure our network remains able to deliver the energy needs of Britain securely, reliably, and safely 
today and in the future, whilst also preparing ourselves to lead in our area of the energy transition. 

We have aligned our commitments so that they achieve the four regulatory outcomes identified 
by Ofgem as key priorities for customers and stakeholders, and where we have brought forward 
commitments from RIIO-T2 we have made the targets more stretching to reinforce our ambition 
to deliver more. 

Throughout the process we considered a number of deep dives into key aspects of the submission, 
including deliverability, cost of equity and debt, the asset management plan and IT. Based on 
evidenced gathered and presented to us, we reviewed and challenged definitions and measures 
of aspects of our plan, including financeability assessments. 

We are proud of our commitment to deliver a capital investment programme that is a 55 percent 
increase to that of RIIO-T2. We have also committed to return the network to RIIO-T2 levels of 
risk by 2032. Our Environmental Action Plan demonstrates our commitment to reduce our impact 
on the environment by improving our environmental performance and ensure compliance with 
future requirements. 

Our plan is the most ambitious to date, and through our extensive engagement with stakeholders, 
we have identified bold, well justified proposals that provide value for our customers and 
stakeholders and will serve our nation today and into the future.

The business plan has been developed through high levels of transparency 
and engagement with stakeholders

The Board acknowledge and welcome the extensive stakeholder consultation process that 
has taken place resulting in the co-creation of a high-quality plan. We have benefitted 
from maintaining our Independent Stakeholder Group (ISG) throughout the current price 
control period and the constructive challenge and feedback from them has supported our 
understanding as a Board of what is important to our stakeholders and what their priorities 
are when it comes to energy. 

Throughout the development of our plan, we engaged with a wide range of independent 
consultancy experts to further scrutinise various aspects of our plan. Updates on key outputs of 
these assurance activities were provided to the Board and we are satisfied with the breadth of 
these activities and the recommendations and perspectives have been addressed in the plan. 

As part of the development of the financial package extensive input was also obtained from 
independent consultants as well as consumer and business surveys, forums and interactions
with rating agencies. We have also worked closely with Ofgem throughout the development 
of the plan and site visits and presentations have strengthened our engagement with the
relevant teams. 
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We are satisfied that expenditure forecasts in the business plan are efficient 
and provide value for money for existing and future consumers

The Board has challenged and satisfied itself that the expenditure forecasts included in the 
business plan are robust and efficient. We have used a transparent documented process to ensure 
consistency and we have held multiple deep dives into the total expenditure and asset management 
plans, giving us opportunities to review the way in which we have assured cost confidence. We have 
undertaken optioneering and cost benefit analyses on asset health investments and challenged 
ourselves to improve the efficiency of the scope and costs, and the experience we have gained from 
the delivery of the current regulatory framework has enabled us to embed £261 million efficiency 
savings into our submission.

As a Board, we reviewed the approach to developing the expenditure plans and are satisfied that the 
costs are efficient and will have minimum impact on the customer bills by maintaining the current 
average level of 3 pence per day. The benchmarking approach and assessment of unit costs were 
assured by independent external consultants giving us additional confidence in our assessment. 
Throughout the development of the plan, we considered the consequences of our investment plan, 
the overall financial package, and impact on consumer bills, and in the opinion of the Board the 
business plan represents good value for money for existing and future consumers whilst recognising 
the need to invest in our ageing network.

The business plan is accurate and based on high-quality data

The Board recognise that the business plan submission must be accurate, well justified and compliant 
with business plan requirements. We endorsed the business plan assurance framework used to 
underpin the submission and have taken comfort that this framework has ensured that each part 
of the business plan has been subject to internal and external rigorous scrutiny and challenge 
resulting in a plan of high quality and accuracy. 

The input, scrutiny and challenge from external experts and consultants into areas such as 
engineering justification, cost, assets and finance has provided substantial depth of coverage. 
We reviewed the work of these experts and consultants at a number of different meetings and 
welcomed the opportunity to consult and challenge them. This gave us additional confidence 
that key elements of the plan have been comprehensively examined to support the accuracy 
of the content of the plan. 

We considered cost confidence at a number of our meetings, and a deep dive into the new asset 
management system assured us that the standard and consistency applied to data collection and 
evaluation has resulted in accurate and high-quality data. 

As a Board we are confident that the assurance programme has been executed to a very high 
standard and the range and depth of assurances and independent specialist expertise deployed 
throughout the process has enabled us to deliver a business plan of high quality and accuracy.
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The business plan is financeable on both a notional and actual capital 
structure based on Ofgem’s financial framework, and the assumptions 
made in the business plan prior to final determinations

Together with management, we have evaluated the way financeability is measured by 
Ofgem and defined targets against those measures. We have discussed in detail the strategy
for assessing the evidence for each input to the financial package across numerous formal 
meetings and working sessions. 

As part of our review of the proposed financial package throughout the process of compiling 
National Gas’ responses to Ofgem consultations and the business plan submission, we have 
considered the outcomes from a wide range of independent consultants, some of which 
attended meetings to give their perspective on the relevant evidence and Ofgem’s proposals. 
These supplemented full briefings provided by management on the progress of the assessment 
of relevant evidence and the latest discussions with Ofgem and other key stakeholders.
It therefore remains important to consider the evidence presented to properly conclude 
on the investability of the RIIO-GT3 package, particularly the Cost of Equity given the 
outcome of cross checks.

This culminated in a final assessment by the Board of the overall financeability of our business 
plan, on both a notional and actual basis. This assessment is based on Ofgem’s base case, the 
financial parameters defined by Ofgem’s Business Plan Guidance and the alternative financial 
package we propose. The latter is based on a rigorous assessment of the framework and 
available evidence by National Gas and its advisors. We fully support the alternative package 
as a Board.

The Sector Specific Methodology Decision (SSMD) outcome and the base scenario included 
in Ofgem’s guidance meet financeability targets. However, this outcome is influenced by decisions 
Ofgem has taken on the treatment of inflation, by granting a nominal rate of return for fixed rate 
debt, and to accelerate the recovery of RAV by shortening regulatory asset lives. 
 
However, National Gas and the wider energy sector need to deliver significant investment in 
the RIIO-GT3 period and therefore ensuring that the financial package is sufficient to retain 
and attract investment is more essential than ever, particularly in a higher interest environment 
than was the case at RIIO-T2. 

We have provided further detail in our Finance Annex that supports our business plan but 
key to assessing whether Ofgem’s proposals meet its own new concept of “investability” 
and are sufficient to facilitate such investment is the use of market evidence to cross check 
proposals. This ensures that the package reflects the reality of the financial markets that networks 
operate in and demonstrates that action is necessary, notably a higher point estimate for Total 
Market Return and allowances that better reflect the cost of borrowing gas networks incur.  
 
We have also presented evidence compiled from organisations such as the National 
Infrastructure Commission and NESO which demonstrates that there is a clear, enduring
use for the network to ensure energy security and to facilitate a lower cost and more
practical transition to clean power generation by 2030 and net zero by 2050.  
 
Therefore, while we acknowledge the importance of addressing the risk of stranded assets 
via the RIIO framework, a premature acceleration of asset lives risks increasing consumers 
bills unnecessarily and as such, our alternative financial package includes the retention of 
the existing 45-year regulatory life.

The Board is satisfied that our business plan is financeable on both a notional and actual 
capital structure. 
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