
OFFICIAL-InternalOnly

Okon Enyenihi, Andy Flagg, Joe Slater
27/06/2022

Ofgem introduction



OFFICIAL-InternalOnly

Agenda

2

Agenda

1. Ofgem overview – Andrew Flagg

2. RIIO Network Price Controls – Joseph Slater

3. GB Interconnector Policy – Okon Enenihi

4. Regulatory Energy Transition Accelerator – Andrew 
Flagg
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Ofgem overview



OFFICIAL-InternalOnly

Ofgem overview

4

Ofgem is Great Britain’s independent energy regulator.

We work to protect energy consumers, especially vulnerable people, by ensuring 
they are treated fairly and benefit from a cleaner, greener environment.

We are responsible for:

• Working with government, industry and consumer groups to deliver a net 
zero economy, at the lowest cost to consumers.

• Stamping out sharp and bad practice, ensuring fair treatment for all 
consumers, especially the vulnerable.

• Enabling competition and innovation, which drives down prices and results in 
new products and services for consumers.
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RIIO Network Price 
Controls
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Who do we regulate in RIIO-2
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• All of the network companies that we regulate through RIIO are natural 
monopolies in their region – their customers have no choice but to use them.

• RIIO was introduced as an 8-year price control in 2013 for the ET, GD and GT 
sectors, and in 2015 for the ED sector. RIIO-ET/GD/GT2 started last year.

• RIIO differed to previous price controls in that it’s approach to incentives, 
financing and setting outputs looked to drive quality of service and specific 
company behaviours, rather than just cost efficiency.
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What is RIIO
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RIIO-ET2, GT2 and GD2 at a glance
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• Prepare the regulated network companies and 

ESO to deliver Net Zero at lowest cost to the 

consumer, while maintaining world-class levels of 

system reliability

• We have added flexibility to the price control to

fund what is justified now, automatically 

adjust what it’s proportionate to do so, and 

reopen what complex areas needed later

• Challenging the companies to be as efficient as 

possible in how they run and finance 

themselves

• A reasonable allowed return reflecting current 

market rates

• Expect the average company to outperform, 

but modestly compared to the high levels of RIIO-1 
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GB Interconnector Policy 
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Contents:

I. Benefits of interconnectors

II. GB’s approach to interconnector development

III.Ofgem’s cap and floor regime – key features

IV. Ofgem’s cap and floor regime key facts

UK’s regulatory frameworks for electricity 
interconnectors
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GB’s approach to interconnector development: Context
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• GB traditionally an ‘energy island’ given geography. Historical barriers to 
interconnector development:

• Technological development: HVAC vs HVDC

• Cost and risk / Market design and integration.

• First link: Interconnexion France-Angleterre (IFA), 1986

• Only 3 additional projects in next 30 years:

• Moyle (GB-Northern Ireland), 2001 / BritNed (GB-Netherlands), 2011 
/ East-West Interconnector (GB-Republic of Ireland), 2012

• Focus on energy market integration in GB and in Europe:

• Second Energy Package, 2003 / Third Energy Package, 2009

• To date, we have approved up to a maximum of 15.9GW capacity

• Four projects up to 2012 (total capacity of 4GW)

• Ten new interconnectors following that (total capacity of 11.9GW)

• Exemption (1GW) / Cap and floor regime (10.9GW)

• New application round for more interconnectors in Q4 2022
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GB’s approach to interconnector development

12



OFFICIAL-InternalOnly

Ofgem's cap and floor regime
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The cap and floor set a minimum (floor) and maximum (cap) revenue that 
developers can earn in an assessment period. Our regulatory model has a 
duration of 25 years.

The cap and floor levels are based on efficient costs set by Ofgem (regulated 
asset base model):
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Regulatory Energy 
Transition Accelerator
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RETA Steering Committee membersRETA partners

admin@retatheaccelerator.org



5. A fair and 
inclusive energy 

transition

Overview of RETA activities

1. Dissemination workshops 3. Ad-hoc technical assistance

2. Regulator to regulator exchange 4. Knowledge products
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Four Delivery Modes

Five Goals

4. Regional 
interconnection

3. Network planning 
for widescale 
electrification

2. Regulatory 
frameworks to 

deliver the energy 
transition

1. Flexible, 
renewable-based 

systems

admin@retatheaccelerator.org
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Ofgem is the Office of Gas and Electricity Markets. We are a non-ministerial 

government department and an independent National Regulatory Authority, 

recognised by EU Directives. Our role is to protect consumers now and in 

the future by working to deliver a greener, fairer energy system.

We do this by:

www.ofgem.gov.uk

• working with Government, industry and consumer groups to deliver 

a net zero economy at the lowest cost to consumers.

• stamping out sharp and bad practice, ensuring fair treatment for all 

consumers, especially the vulnerable.

• enabling competition and innovation, which drives down prices and 

results in new products and services for consumers.


