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Forward looking statements: This presentation contains certain “forward-looking statements” with respect to Electricity Supply Board’s 

and ESB Finance Limited’s (hereinafter collectively referred to as “ESB”) financial condition, results of operations and business and 

certain of ESB’s plans and objectives with respect to these items.  By their very nature forward-looking statements are inherently 

unpredictable, speculative and involve risk and uncertainty because they relate to and depend upon future events and circumstances.  

There are a number of factors that could cause actual results and developments to differ materially from those expressed or implied by 

these forward-looking statements.  All forward-looking statements in the presentation are expressly qualified in their entirety by such 

factors.  ESB does not intend to update these forward-looking statements. 

 

No warranty as to accuracy: Neither ESB nor any person acting on its behalf makes any representation or warranty, express or implied, 

as to the accuracy or completeness of the information contained within this presentation.  Neither ESB nor any person acting on its behalf 

shall have any liability whatsoever for loss, howsoever arising, directly or indirectly, from use of the information contained within this 

presentation. 

 

No invitation to engage in investment activity: This document is not an offer to sell, exchange or transfer any securities of ESB nor 

any of its subsidiaries and is not soliciting an offer to purchase, exchange or transfer such securities in any jurisdiction.  This document is 

not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 

contrary to local law or regulation. 

 

Confidentiality: The information contained in this presentation is provided to you on a strictly confidential basis on the understanding that 

(i) you will maintain the confidentiality of such information and that you will not permit such information to be given or come into the 

possession of or be used for the benefit of any third party without first obtaining the prior written consent of Electricity Supply Board 

("ESB"); (ii) you will ensure that only those persons within your organisation who require to have access to the information for the 

purposes of performing their duties will have access to it and you will take all necessary steps to ensure that the information is, at all 

times, securely kept and that access thereto is restricted to those persons who are entitled to such access; and (iii) you will not use the 

information for any unlawful purpose. 

 

You should be aware that certain information contained in this presentation may not be publicly available and, as such, may constitute 

“inside information” for the purposes of the Market Abuse (Directive 2003/6/EC) Regulations 2005 of Ireland with respect to ESB and 

securities issued by ESB which are admitted to trading on a regulated market in the European Economic Area. 

 

Disclaimer 
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ESB Team 

 

 

Donal Flynn  

Finance Director  

 

 

Deirdre Shields 

Investor Relations 
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Background 
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One Single Electricity Market (SEM) - All-Island  

Generators  
Wholesale 

Pool  
Suppliers   

Transmission Distribution 

Transmission Distribution 

ESB 100% of Market (Monopoly) 

Networks  

System Operators 

Electricity Industry Structure 

Regulators 

http://www.nie.co.uk/index2.htm
http://www.nie.co.uk/index2.htm
http://www.eirgrid.com/
http://www.soni.ltd.uk/index.asp
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ESB Networks – Profile 

% of FY 2014 Group EBITDA Business Description 

● Sole owner and operator of the 

distribution network and sole owner of 

the transmission network in ROI 

● Regulated Asset Base (RAB) of c.€7.4bn 

● Operates as a ring-fenced business 

within ESB 

● Comprises c.50% of Group EBITDA and 

Assets at y/e 2014  

● Activities account for c.28% of residential 

end-user prices 

 

 

€618m 

End-User Price Components 

Fuel 

Supply Costs 

Generation 

VAT 

PSO 

Networks 

Costs 
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Regulatory Revenue Model 

Capex Return  

Depreciation  

Operating 
Expenditure 

Incentives  

Strategic 

Innovation Fund*  

Adjustments   

(K-Factor) 

Allowed 

Revenue  
RAB  

WACC 
CAPEX  

* New in PR4 

● 5 Year Price Control Cycles 

● Model considered robust by Financiers and Rating Agencies 

● No material change in regulatory approach in PR4 
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Price Review 3 - Outturn 
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Price Review 3 (2011-2015) 

Key Features of Determination 

● €4.7bn (real, 2009 prices)  in revenue 

allowances 

● Initial WACC 5.95% (pre-tax, real), with 

provision for mid-term WACC review 

● €4.2bn in capex plans 

● Focus on:  

• Reinforcing transmission for wind 

projects 

• Infrastructure to support load 

effects of economic boom 

● Capex plans scaled back to €2.4bn in 

response to economic pressures 

 

Achieved in PR3 

● Delivered revised capex programme 

• 950MW of renewables connected  

• Distribution control centre opened 

• 9000km of distribution network upgraded 

to minimise losses 

• Customer service levels >80% 

• RAB of €7.4bn at end 2015 

● Significant opex reductions relative to 
PR2 levels 

● Full opex and capex spend allowed as 
deemed efficient by CER 

● Benchmarked well against GB DNOs 

● Positive outcome to mid-term WACC 
review  

• Revised to 5.20% for 2014 - 15 
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Price Review 4 
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2.0 

1.7 

1.5 

0.2 

PR4 Determination – Main Features 

Overview 

• €5.3bn Revenue (real, 2014)  

• Capex (Net) €2.8bn 

• Balances: 

• Affordability - Average 1% annual 

increase in end-user prices 

• Financeability - WACC (pre-tax, real) 

4.95% 

• Investment requirements 

• Regulatory model unchanged from PR3 

PR4 Revenue 2016-20 (€5.3bn*) 

Operating 

Costs 

Other 

Depreciation 

Return 

*Real, 2014 money 
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PR4 Determination – Capital Expenditure  

Overview 

● Capex provision €2.8bn 

• Asset replacement, distribution 

reinforcement and new connections / 

business driving majority of spend 

● Majority of plans submitted by ESB 

accepted  

● €500m included for SMART metering  

• CER decision expected 2017 

• €100m in capex p.a. allowed, with true-

up once scope agreed - avoids large 

tariff increase mid-period 

Allowed Capex (net, real 2014) 

€’000m 

Transmission 984 

Distribution & Non-Network 1,837 

Total 2,821 

RAB Growth €bn  
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PR4 Determination – Operating Expenditure  

Overview 

• Overall allowance €1.7bn (real) 

• Allowed controllable opex 10% higher than 

PR3 levels 

• 8% overall reduction on requested 

allowances, primarily maintenance 

• Opex Delivery 

• Challenges to meet, in particular around 

meeting safety requirements 

• Execution teams reviewing business plans to 

identity areas where efficiencies can be 

achieved 

ESB Opex Allowances (real, 2014) 

€’000m 

Transmission 303 

Distribution & Non-Network 1,362 

Total 1,665 
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Other Items 

Key Points 

● Strategic Innovation Fund 

• €100m in additional revenues over 5 years 

• To promote innovation in development of 

distribution network 

● Pension Recovery 

• ESB requested recovery of additional 

pension fund contributions paid under 2010 

agreement 

• Not allowed in PR4, but separate 

submission requested by CER for 2016 

● Asset Lives 

• Reduction in transmission asset lives from 

50 years to 45 years 

• Not allowed in PR4, but commitment to 

review asset lives as part of PR5 

Incentives 

● Previously incentivised via targets including: 

• Enhanced overall customer satisfaction  

• Continuity 

• Delivery of transmission projects 

● Consultation around new targets to be 

undertaken 

• Will likely retain existing incentives 

• May introduce delivery incentives for 

strategic projects  

• ~€10m p.a. in incentive payments included 

in revenues 

• Up to €30m p.a. in total incentive payments 

/ penalties 
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WACC & Financeability 

Summary 

● CER has allowed a real, pre-tax WACC of 

4.95% for 2016-2020 

• Cost of Debt – bottom-up approach to 

calculation;  

• WACC is fixed and will not be reopened  

• CER has an obligation to ensure ESB 

Networks is capable of financing its 

operations 

• Determination to allow ESB Networks 

achieve  ‘investment grade’ rating 

 

WACC Components 

% 

Cost of Debt (pre-tax) 2.90 

Cost of Equity (pre-tax) 6.86 

Gearing 55 

Effective tax rate 12.5 

Calculated pre-tax WACC 4.74 

‘Aiming-up’ allowance 0.21 

Allowed WACC (real, pre-tax) 4.95 
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PR4 Determination 

  PR4 Determination PR4 Submission PR3 Outturn 

WACC (pre-tax, real) 4.95% 4.98% 
5.20% (post mid-term 

review) 

Overall Revenue  €5.3bn (real, 2014) €5.3bn (real, 2014) €4.4bn  

Gross Capex 
€3.2bn (real, 2014) 

(includes SMART) 

€3.0bn (real, 2014) 

(excluding SMART) 
€2.3bn  

Operating Allowances €1.7bn (real, 2014) €1.8bn (real, 2014) €1.4bn 

Pension Recovery 

Separate submission 

requested 

CER ‘not minded to allow’ 

€449m (real, 2014) recovered as 

additional opex allowance over 

13.5 years 

Not recovered (paid post-

determination) 

Asset Life 

Unchanged 

Commitment to review in 

PR5 

Transmission – reduction to 45 

years 

Distribution – 45 years 

Transmission – 50 years 

Distribution – 45 years 
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Summary 
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Summary 

• Solid Determination which delivers majority of what was requested 

• Gives clarity for the next five years 

• Initiatives to be undertaken to meet challenges 

• Confident of PR4 delivery 
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Appendix  

PR4 - Financial Information 
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ESB Networks – PR4 Determination 

Revenue (real, 2014) (€’000m) 

2016 2017 2018 2019 2020 Total 

DSO 737 817 836 858 883 4,131 

TAO 209 211 234 260 289 1,202 

TOTAL 946 1,028 1,070 1,117 1,172 5,333 

Net Capex (real, 2014) (€’000m) 

RAB (real, 2014) (€’000m) 

2016 2017 2018 2019 2020 Total 

DSO 375 369 362 361 369 1,837 

TAO 203 184 194 212 191 984 

TOTAL 578 553 557 573 560 2,821 

Source: CER PR4 Determinations for TAO, TSO and DSO 23 December 2015 

2016 2017 2018 2019 2020 

DSO 5,520 5,675 5,797 5,893 5,983 

TAO 2,243 2,367 2,498 2,643 2,762 

TOTAL 7,762 8,042 8,295 8,536 8,745 
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