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engagement

This chapter describes the framework and approach that we
have used to gather insight from our customers, stakeholders,
benchmarks, employees and other sources. We explain the role
played by our CEG and how we will make enhanced engagement
a business as usual activity.

This chapter has the following structure:

5.1  We have enhanced our engagement with customers and other stakeholders

5.2  We have engaged with customers and stakeholders on an unprecedented scale

5.3  Ourenhanced engagement programme has followed a six-phase process

5.4 We have embraced a framework that recognises a hierarchy of needs

5.5 We have soughtinsight on present and future, conscious and unconscious
customers' needs

5.6 We have used segmentation and a regional approach to ensure all customers and
stakeholders have been heard

5.7  Triangulating the results of our research and engagement programme

5.8 Ourengagementincorporates best practice and learning from multiple industries

5.9 Weapplied several layers of assurance over our enhanced engagement programme

5.10 Our Plan has evolved as we have continued to engage

5.11 We have been innovative in our approaches to engagement

512 We ensured that our Plan has been tested with current and future customers

5.13 We have had effective challenge from our CEG and the RIIO-2 Challenge Group
('R2CG")

5.14 The challenge from our CEGis not only influencing our Plan, but also our business
operation today

5.15 We have noted some divergent views between ourselves and the CEG

5.16 The R2CG has provided feedback throughout the process that we have responded to

5.17 We have made along-term commitment to enhanced engagement

5.18 Measuring the added value and costs of ongoing engagement
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We connect you to the
gas you use

Key messages

Engagement sits at the heart of our strategy to
deliver our vision.

We have engaged with over 30,000 customers
across 33 segments using over 50
engagement techniques.

We have embraced a framework that
recognises a hierarchy of needs.

We have soughtinsight on customer needs,
present and future, conscious and
unconscious, as well as insight from
stakeholders and experts in the areas of our
propositions.

We have followed an ‘innovative’ six-phase
process, recognising the unique and diverse
nature of our customer and stakeholder base.
Our engagementincorporates best practice
and learning from multiple industries.

Our Business Plan commitments have been
shaped and revised based on the feedback
from our engagement programme.

We have had effective challenge from our CEG
and as a result we have modified our approach.
Our plan has been substantially shaped by the
results of our engagement with changes noted
from July to October and again from October
to December.

We have made along-term commitment to
enhanced engagement.



Enhanced engagement

5.1 We have enhanced our engagement with
customers and other stakeholders

From our Board, right through to the frontline of our organisation,
the strategic importance of high quality engagement with our
customers and stakeholders is fundamental to reaching the
ambitious nature of our vision.

We talk about setting standards that all of our customers love, but
we can only do this if we know what these standards are. Part of
our engagement strategy is to devise the right questions to ask,
the right approaches to follow and the right audiences to involve,
to gain therich insight needed to confidently identify these
standards.

Our Board recognises the strategic importance of effective
engagement. Itis critical to the long-term commercial success of
the business, not only for the reasons described above, but also
because our long-term success requires us to influence the
behaviours of others. Examples where wider behavioural change
is required include our role in defining the future role for gas,
supporting the transition to a more sustainable source of heat, as
well as in changing mindsets across the industry and of gas
consumers, such that we can meet our ambition of never leaving
a customer without gas.

We are now a standalone gas distribution business, with new
ownership and brand identity. We have the opportunity to
significantly transform into a truly customer-centric organisation,
where engagement is paramount. We've made several significant
steps towards this over the last 18 months; we have appointed
our Director of Customer Strategy, raising the profile of our
customer engagement strategy at an executive level, and our
business transformation programme will geographically align
operating model to support aregionally delivered engagement
approach, tailored to the needs of each of our networks.

In addition, insights from engagement directly underpin the
performance management regime across the organisation and
we have invested heavily in our data and technology platforms to
improve the quality and quantity of insights received as well as
our ability to analyse, interpret and act on these insights.

Our Stakeholder Engagement Strategy has been updated to
reflect our new company vision, the strategic direction of the
business and our RIIO-2 Plan commitments. The feedback from
our 2018/19 Stakeholder Engagement Incentive Submission
identified significantimprovements on our approach in previous
years. The strategic presence of engagement across each layer
of the business was noted, along with our regionally aligned
delivery model, backed up by a rich data-led analytical capability.
Our Stakeholder Engagement Strategy builds on these strengths,
along with actions to address the feedback that our Customer
Engagement Group has provided, such as how we engage with
expert stakeholders to truly embed the importance of high quality
engagement across the whole organisation. Our strategy
documentis contained in Appendix 05.01.

December 2019

5.2 We have engaged with customers and
stakeholders on an unprecedented scale

In total, our enhanced engagement programme has included
over 180 separate engagement events, using over 100 different
engagement activities, involving direct discussions with over
30,000 customers and stakeholders spanning 33 segments

or groups.

Figure 05.01: Our Engagement Highlights
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Business Plan )
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5.3 Our enhanced engagement programme
has followed a six-phase process

Our process was based on six phases of customer and
stakeholder engagement. It combines these with multiple layers
of benchmarking with other organisations and industries, and
additional research to capture political, societal, economic and
regulatory trends that directly influence the development of our
Business Plan.

The process was fully joined up with the business as usual work
undertaken by our Customer Insights team. This has helped
ensure that additional insights gained through the RIIO-2
engagement work were captured and acted on now (where
appropriate), rather than waiting for the next regulatory cycle to
start. Our engagement process is depicted in Figure 05.02 and a
detailed description of this provided in Appendix 05.02.

Cadent
RIIO-2 Business Plan December 2019
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Enhanced engagement continued

aseyd siy3 burnp yym pabebus aiam usaib painojoo syuswbas,

Aed-o01-ssaubuljjim —

7 8SBYd Ul PR1S8) JaY1iny 81am

YOIYM JO DWIOS ‘SIUBWIHIWIOD
1Nd1N0 G"0 PalUBP! OM

'Pa1sa} Bulag JUSWHWIWOD

yoea Wo.j }jauag sjuawbas yoiym
Buliapisuod puejuswabebus snojnaid
wo.y paynuapl sdeb Buibpliq 'syuswbas

siawoisny
ansawoq
uoN

suonesjuebiQ
Buipsenbajes

sosuodsai
apIs-puewap pue seb Jo 8|04 81n3ny 8y} 'SAIIUNWILIOD
pub J10 Buipiebal sbunesw 11adxs 80e)-03-2084

siauyied
EEITVET

sisupied
uoneAouu|

1NINIOVON3

a313oyvl

uonejuswBas ‘siopjoyaers  FUSISHIP LM SESIBUSISHIP UO PSSNO0) O 'SaInseauw A}1jenb Jie qUSWILO.IAUS a3 pue saakojdwa Jno
pue Buiidwes pue Jjowo0lsno Jo sadAysiuswbas ‘ue|d 1jeJp AN JNo Ul SJUBWIHWIWOD ‘a3sem 'AjijeJinau uogied uo sanunwwod dn-dod «

JOAO 9OUBINSSE  1UBISYIP 104 SIY} UlelIadse 01 sn 1ndino asodoud 03 sn mojje 01 'saniiold ay3 suopesjuebig siswoisny AyjeJinau OO pue Bupjuiyl WaisAs ajoym
PUE YIOMBWEL] POMO|E YIOMaWEL} JusWwahedus MOJ90 1BS 18] SaLAL1 8] AJ11USPI 01 8SEq R R ‘Bujuue|d wis) Buo| JUBLISIRISUIS] PaIEBIIGO UO SIBUIGOM «

SpPaaN Spaau Jo AYoielaly Jno Jo asn ay | 19P|0YaXE1S PUB JBWOISND N0 JO sjuswbas SJI9p|oYa¥elS pue s3adxa 's1awolsnd 00Z'L

JoAyosesalH sealte AnJoud 8yl Jo yoea mojaq jueAs|al 8yl yum Ayionid yoes aiojdxa 19A0 Y}IM SHOSO pue A1ajes

paonposu| 1S 1y} 10adxa siapjoysyels pue 0} sem uonualul ay] -eseyduswabebus pue aoual|Isal ‘Juswalelsulal ‘'uondnisip ‘'suondnaisiul

Mleppuelg  S18Ww0ISNd Jeyl S9|GeISAISP pue AJ19A0DSIP B3 WO PaIHIUSPI M Jey} Qw.uﬂ.w:o Ansnpuj z_m__ﬂﬁ.h_w..o ‘'ssaualeme 09 'AJjigesaunA Jswolsnd ‘Ajuenod [any uo
pueelueAeS  sainseaw 8y} Jo Buipuelsispun sanuoud ayl Jo yoes punole swwelboid ABisuz Buisno0) swiNioy 18wo031snd Ybnoiyl yoieasal S9JINISS MON «
wouy ndu| anlsuayalidwod aiowy « uswabebus palabiel aiow e padojaaap S9JIAJISS JUBIIND UO YdJeasal dopysaq «

uonesiuebio ayy

40 s|ang| ||e Bunuasaidal pue ssauisng ay3 ul syuswiiedap
|le wouy saako|dwa 008 JoA0 yum yuswabebus aakojdw] «
sjuediofnied Qg JOA0 YIM Ajunwwod auljuQ

s}1adxa Jow031snd ‘spIadxa |eJUSWUOIIAUD
'SAIN 'SdV3T 'S|I2UNOD YHM SMBIAISIUI JBP|OYaYeIS OG «

sassauisng T/IN/S
pue '824aWwwWo pue A13snpul YHm SMaIAISIU| SSaUISNg «
SJBWO0ISNI 00T YHM SWNJ0) Jawolsno jeuolbay «

POAA|OAUI SI8WO0}ISND
100d-|any zg — sdoysyJom dnoub snooy Jood-[any X 7 «
asuodsal AaAuns ojjgnd uni-400Qgade «

|ennuajod
siswoisng sisuped sisupied Aed-03-ssaUBUl||IM "8 SI8WOISND 0T UM dOYSHIOM «

o_uwwruon_ EEINEES uopenouu) S1aWO0ISNd pue
spadxa g/ yum doysyJiom uofesiuogiedsp NG9 -
S19P|0Ya LS [BUOIIBU | Z YIM SMBIAIDIUI :UOIBIOQR||0d N9 -
'syuawbas Jap|oyayers 2088y SAID €L UHM SM3IAIBIU| 90B)-0}-89E «
pue JBWO03ISNI INO JO ||e WOoJy SMBIA Buibuel epeiL3  Ysuopesuebio§f sonuowny § siswoisng SAID Bunnuasaidal sjeuoissajold UM SMBIAIBIUI || «

salpog JUSWIUIBA0D ansawoq

seale apIM e paulel am jey3 8insus 03 sisAjeue Ansnpu| Ajjeuoibau
8WO0923N0 JN0J 8Y} MO[B] }IS 18y} uofejuawbas aAlIsuayaldwod yooyepun H|ds S18W03SND 0OE'Z YNM ABAINS JBWOISND D13saWo( «
seaJe Aj4old Japjoyayels pue 9\ 'L @seyd Ul paljuapi seale swodINo SJ8WO03SN9 Yyoeal-03-piey 09 Ym sdnols snoo4 «
JawWwo3sno Asy /| wioyul 03ndu) « Jewoisno saiuy au1 jo yoea ulyim - SRR P aoussen ednorn SJBWO03ISND 00Z YIM SAOYSHIOM BAI3RISqIIBP JOWO0ISNY «

S8IUNWWoo 11s Jey3 septiond sy jo Buipuelsiepun 18430 Ansnpuj KousBiowz J Awunwuwog (e0Uel||Y UBBID IS1 AJjIqRUIRISNS 'BDIAPY SUBZIND
JN0 104 30B 0} PAISNJ] eale pajierap a4ow e dojaasp 0} swwesboid ABisug ‘69) suap|oyayels Hadxa L g Yim Smalalaiul jeuolbay «
8WO0D231N0 Y}INoy B JO UOIIBDIIUBP] « Juswabebua painyoniis e paubisap sJap|oyaye1s 0z Yim sdoysyiom [euoibay «

JUBWUOJIAUD
oay3 Buinosdwi pue
abueyo ajewi|o buipoel ‘g
salnunwwod pue suonesjueBigy SiWoisng sisupeg
S19p|OYd¥E]S 'SI8W0ISNO Buip.enbajes o_aww.non LV

1no Jo ||e 01 9oudlIadxd S1ISIA 9)IS JaW0ISND
Ayjenb e buipinoid ‘¢ Jeuonippe 000'g 49A0 WoJ4Xoeqpasy Joulied o16a1ens «
Ajqeljaa pue Ajpjes Buimoyy s0ssy S1ISIA 8IS J8WO0ISND 000’ JOAO0 WOy oeqpady Joaulbug «
ABisus ayy dosy 01 yJ0M18U speiL® sopuopny ff siswoisny sAonins uona|dwod yJom-1sod Qg -«

saipog JUSWIUIBA0D

jualjIsal e BullaAlleg L Ansnpu| SJ9WO0ISND 0Ig PUB SSBUISN( YHM SABAINS SUOIIDBUUO0D 00T »
siaulied seale aWwoo3nNo 'S|oAd| UOIORYSIIES s||eo Aouabiawa }00S -«
eiIgpuepy Jowoisno aaiyl jo Juswdojonaq . pue S82UBISWNDIID 'SaINIAI}O. 'SyuaWBas sallinbud JaWOoISNO YEEL «
woulj asniadxa S9sSsauyeam J3W03ISNO UBdMIaQ SpudLl Ajlauspl 0} clawoisng oo Spoaj eIpaW [BIOOS YT -
UM usyenspun paAIgolad JO MBIAIBAQD « B|Ce 81am am 'suoiiesado Ajiep Jno oy uole(al 180 Ansnpu| sjule|dwoo 9z «
jJuswabebus syibuals panigdlad JO MBINIBAQ - Ul SI9P|OYSXEIS PUB S19W0ISND WOy AKBisuz sAaAINs oeqpas) SINS M09 -
Ales joubiseg sonuiold JBW0ISNO JO MSIA [BIHU| s1ybBisul Jo y1iom sieah ¢ 1se| ayy Bune | suinal1es-9M0e -
aoueinssy syndinQ juawabebug Kianljagiuswabebug suonejuawbag sindujjuawabebuz

€3SVHd

C¢3SVHd

S
(73
(2]
Qo
<
m
X
>3

1HOISNI
‘L 3SVHd

IvNSN SV SSANISNg

aseyd

$S990.d yuswabebug pasueyug 1nQ 050 94nb14

RI1O-2 Business Plan December 2019

Cadent

28 |



December 2019

aseyd siy3 Bunp yym pabebus alem usalb painojod syuswbag,

“Ie|IWIS Ajowallxa

919M S}|NSa1 JO S}9S Y0q
ybBnouyye uswabebus jo 8|eds
Y3 019Nnp S3INsal aAelenb ano

sJawolsn)
ansawoq
uoN

SM8IAIBIUI SSBUISN] X 0§
SJ9WO}SNO OZ L Y3IM SWNIO) JBWOISND X §
S18wWo01snd 0§ Yyum sdnoub snooy sood-jany x ¢

ONILS3L

AlLINgv1d3ddov

sisulniedeiISAq  ueyyaybiy synsal aaneluenb m“wmsaﬂwMu SIBWOISNO 9| YHM SANOIB SNO0JSAID X »
ssauale|dwod 1IN0 pa1ybiam ap\ "%z Ueyl Ssa| : S18W01sNd 9| Yum dnoub sndoy SIsWolISNd 8ININX Z «
juswabebug A11jigerdasoeun pue 94£8 190 S18Wo01Isnd 9
pue ejueAes SeM SIBWO0ISND SSBUISNg pue UM dnoJB SN0} D1ISSWIOP PAWLIOIUIUNX 7
Ag papinoid onsawop yioq wouy Ayljigerdasoe ‘AlljigepJoyje sy pue Ayjenb/iusjuoo ST P oh] S18W01sSNd 00S Ylm ABAINS ssauisng «
aouelnsse |e101 "AyijigepJloyje pue Aljenb S JO swJd1 Ul uejd ssauIsng |[BJ9A0 JINO 110 Ansnpu| S18WO01SNI 000 YHM ABAINS J18WO0ISN) «
swiwesboid 10 JUBISSBSSE U UO paseq 10 A1I1geIde00e. BY) SSOSSE 0] S1ap|oyayels Ceu3 S18WO01SN0 0L
jswabebug  Ajaunus suurued paisar ANty o pue s1awo1snd yum uejd Ino palsal ap Y1m AaAuns aaneyluenb Buiisal anniuboy «
‘paysal
Bulaq suondo sy} 0} pae|al SIOIAISS BU}
aAI19081 18] SJUBWBBS 8U) SS0.0E pajabie)
semjuswabeBus yoes ‘saousiaald
(UoISIoA AINp: 11941 01 pajeja. 10edwl [ig aU} puelsIapun
) I R 0] SJ9P|OY3L1S PUE SIBLIOISND MO|[e
pUE SBUO MoU 8oLy Buippe ) SUOIIO PRIS00 PaIsel em JueAs|a J8UM
‘SUBWINIWWOD / | Buibueyos ERIE
s SR T aWO00)IN0 ,SBNIUNWIWOD INO 104108 0]
101509 |10} 8y} paonpaisiy » POISMNI, 84l I9pun Sjusuiuwos Jno o3 Kouaiedsuesn
ueid sseuisng yeip Jagqojog  UOREIBIUISNUIYL ulellig Aq pejioddns pue Aed 8AIIN28X8 UO 'SIBWO0ISND YIM SAOYSYIOM [eUOIBaY «
U Ul SJUBLIILIWIOD JO 1S yoleasal aAneyjuenb pue sAeleNd y 1SN} UO SAOYSHJOM BANRISIOP JOWO0ISNO X {7
PAWLIOJUI 210W Jej e BUILLISISP 0] subledwed moyspeo. Jawwns 1SNJIUO SIBWOISND YIM SMaIAISIUI auoydalal yidap uj »
Juswabebus jo saseyd JoL310 yum S EIPER) 11O JINe SR suonesjuebigy SI2WoIsny siaulied Ayoyyne
pajeinbue siem juswabeBus awoa3no jjesulebe suondo alojdxe bupsentojes | 28%ewed | ooies [e20] & pue Ja1|ddns seb e ‘801ApY SUBZINID Bupnjoul
Jjooseydsiyijosindinoay) .  OYUSHELISPUN YIIESSAISANRINUEND '€ sanJted 9 M — SUOISSNOSIP Jap|oyaye)s 11adxa ajgelpunoy «
suondo pa1soo S e A sdoysJom s1uadxa pUB SAID X {7 »
anIaApuUE  Joabuel eisuleBe siapjoysyels Bupiiom syndino [ejusliuoliAuS UO SAOYSHIOM JaW0ISND BINNYX 1 «

9SJIBARI] 'SHUIYL
ujeylg sisuyied

pue sjuswhas Jawolsno
(uswabebus jo aseyd Bujuue|d

Bunsay Ayunwwods dn-dod pue suluQ ‘g
seale awooinNo
|le uo Buisnooy — asianel] Aq pajell|ioey

suopesjuebio
|eluawuoIAug

sapuoyIny
Jjuswuidno9

slawoisny
onsawoq

Buliesuodo 1583 03 SdOYSHIOM JBWI0ISND SSBUISNA X £

sdoysyJom Jawolsno abenbue| ysijBug-uou x g

Kianiep Burinp painuapl) Jueas|al saako|dwa 0oL yum suondo 1say 03 doysyiom askojdwy «

pue elUBARS woJj saoualaaid oyroads - 'SI9P|OYaXELS PUE SIBLIOISND YIIM Ay49n0d [any Ul BUIAI SI8W03SND
sysijeloads ue|d ssauisng 1jelp Anp Bunsel annnelnuenb pue eaneyeny L n . 08 UM — eae siyy Ul suondo 1s8) 03 SdoysyIom Jood-janyx z «
yoieasal JNO 03UI}]ING S}SOD PAIRIDOSSE :se9Inol wa_f._uuw:o ﬁm@m_ a_m__zﬁu_wo SJ9WO03SND OOE YIM SWNIOY JISWOISNI X {7 «

UM pa1eaId-09 pue sjuswwWwWo9 Indino ulew unoy ybnouyy AjoAisusixe peyse) alom ABisuz ue(d AInp sy ur suondo 1s8) 0} SIBWO0ISNO SSauISN(
yoeouddy oy} Jojuswssasse |[esonouy «  Anp uipadojaasp sjuswiwwod indino ay | puUe 211SBWOP 00S'Z UNM ASAINS SAIRBHIUEND «
as|01oxa dop|sap — Jajsuel) syjouag «

suopesiueBiQy SioWoisny suondniiaiul ul S1IaWoIsnd
BuipienBeies 10 90UBIIBdXD U0 SNO04 — APNIS UOISUSIXT HIOMIBN «

siapjoyayels
‘ue|d A|nf 1Jedp no oul pjing pue s1awo3lsnod 008 YIIM SASAINS 90ousiajald pajeanay «
03 sjuswHwwod ue|d ssauisnq '€ 8seyd ul paliuapl S18W01sN9 Ot Yum dnoub snooy aouaiaald pajeansay -

Aysianiun 1IN0 JO MaIA [e1Hul ue dojanap uaaq pey ey} SsjuswHwwod Indino wm_w“_wﬂ”_._wzno SJ18Wo031snd ssauIsng 000'L pue d1isawop
opiseomaN  019|qe asomamaseyd sIy} Joly «  UIBLISD UOo pade|d SIaWw03Isnd jey) sanjea ay ' 000'Z UMM (424 pue auljuo) AoAins 9ouaiajald paiels «

1O SI||IM Udy juswabebua wiojul 01 paje|nbueny Ajgiewnn sem ey slap|oyayels
10SS9J0.1d 1adxe Jo seseyd saiy1 snoinaid syl 'sisA|eue Jajsuel) syjauaq pue aouaialaid pue s1awoisnd /€ Yyumiojid Aeains aoualayaid palels «

d1lMAgpapiroid  ybBnoayl palizuspl SUBWHWWOD pajeanal ‘adouaiajaid palels uo paseq e S18Wo0Isnd G|
aouelnsse ndino ay3 jo Jaquinu e Bunsel Jewoisnd Jo swwelboid e dojarsp 19430 UM SMBIAIIUL 8AIHUBOD 9oudlajald palels «

puejuswssasse 1oy Aed 01 Buljjim 819m S18WO0ISND 01'vY3N ‘uonesiuebio 1adxa yoieasal S18WO03ISNd 0Z
jJuspuadapu| 1BY1 S1S00 8Y} JOMBIAY Aed-03-ssaubul||im e Yy3im pay1om o\ y3m sdnoub anniuboo aoualayeid palels «
aoueinssy sindinQ juawabebug Kianljagiuswabebug suonejuawbag sindujjuawabebugy

93SVHd

S ISVHd

o
o
=
o
=z
o =
-
m
(4]
=
=
(2]

SS3aNISNg

Avd
‘7 ISVHd

-01-SSINONITIIM

aseyd

29

Cadent

RIIO-2 Business Plan December 2019



Transforming experiences

Enhanced engagement continued

5.4 We have embraced a framework that
recognises a hierarchy of needs

The framework has been chosen because it is consistent with our
vision. Our vision is to set standards that all of our customers love,
and the framework is built around the simple concept that not all
customer needs are equal. For example, itis not possible to ask
customers to simply choose between: safety, or the resilience of
future gas supply, or supporting customers in vulnerable
circumstances, or issues about environment improvement.

These issues can all be important to the same customer and
stakeholder, but they are very clearly differentin kind. The
understanding that not all customer and stakeholder needs are
equal sits at the heart of our research framework.

Our categorisation of customer needs has its roots in established

psychological theory — Maslow's hierarchy — drawing on three

levels:

» delivering functional needs (core, basic services e.g. security
of supply, regulatory obligations and safety);

* meeting psychological needs (customer service, customer
engagement and empowerment); and

* creating opportunities for self-fulfilment (broader societal
contribution).

Our view of the hierarchy, as it relates to gas infrastructure

providers, is based on:

* targetedinitial exploratory research to uncover the issues,
priorities and needs that are importantin people’'s lives
(including those not directly tied to issues of energy supply, so
as to provide important broader context); and

* validation of the core themes through survey data, focus
groups, a review of historical research (ours and published
sources), engagement with our staff and an extensive range of
stakeholders, as well as, and importantly, data from customer
interactions (e.g. complaints and feedback received through
social media).

By engaging in this manner and ascertaining the range of
requirements at different levels of the hierarchy, have sought to
understand what we must do and how we must operate in order to
achieve our vision. We believe that if we can identify and satisfy
the needs of our customers at each level of their hierarchy of
needs (functional, psychological and fulfilment) then we can be
confident that we are delivering the standards that all of our
customers love. The following principles were applied when
planning and undertaking our enhanced engagement process:
* thelayers must be considered sequentially, starting at the
bottom —if basic needs have not been met then those above
are far less important;
* inseparating out basic needs in particular, as these are
largely 'expected’ by customers, we have an opportunity
to learn much more about how we can meet customers’
psychological and self-fulfilment needs, thereby improving
overall customer satisfaction;
* we can stillimprove our understanding and delivery of basic
needs and thereby reduce dissatisfaction.

5.5 We have sought insight on present and
future, conscious and unconscious customers’
needs

Throughout the evidence gathering process we have sought to
combine stated and revealed sources wherever possible. Our
framework is built on an understanding that behaviours in this arena
are often not conscious decisions and that increased knowledge
often changes decision-making or customers' views and priorities.

The complexity of the issues that need to be considered in order
to provide arobust and reliable customer view means we need to
consider that the further one goes into the future, the less
customers are conscious of the important issues that might affect
them, future generations, and their current and future gas supply.
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Choices which customers are asked to evaluate and prioritise
also meld with their contextual views on the importance of factors
surrounding the environment and the potential impact on things
such as biodiversity or sustainability. These are issues which
people understand are about longer-term changes.

5.6 We have used segmentation and a regional
approach to ensure all customers and
stakeholders have been heard

We have kept our approach to segmentation under continuous
review. We wanted to hear from a diverse and representative sample
of the 11 million homes and businesses who pay for or are impacted
by our decisions. We have sought to tailor our approach to
engagement to the needs and circumstances of all of our
stakeholder groups. To develop the sampling framework for
domestic customers, we applied characteristics such as age,
gender and ethnicity across the population of each of our networks.

We grouped our stakeholders into 12 categories and 33 sub-
categories. In the early phases of engagement, it was important
to engage widely across all of our segments to ensure that the
priorities we built into our Business Plan were representative of all
of our key stakeholder segments. As we began to target the
engagement discussions (from Phase 3 onwards), we undertook
lengthy planning exercises before every individual engagement
to consider who we needed to engage with on which topic. This
became even more detailed in the business options testing
phase, especially when considering the expert stakeholders that
itwas important to engage with. The 12 stakeholder categories
and 33 sub-categories are shown in the figure below and we
break down the 12 stakeholder categories that we engaged with
during each phase of engagement on the previous page.

Figure 05.03: Customer and stakeholder segmentation

We also engaged with expert stakeholders to inform our
commitments. We identified the expert stakeholders in a number
of ways. Firstly, the Cadent Engagement Team created their own
list based on their general understanding of each of the output
commitments in the Business Plan. Each output commitment was
then tested by the subject matter experts across the
organisation. Additionally, we sought the advice of our delivery
partners and also acted on feedback and challenges provided by
our CEG.
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5.6.1 - Ensuring an inclusive approach to engagement

A key aspect of consideration in our approach to segmentation was how we ensured that our engagement approach was inclusive and
accessible to all. For each of our regional workshops we ensured that meeting space including facilities to cater for various disabilities
and we asked customers to confirm any special requirements prior to sessions so we could make any necessary arrangements. For
specialist engagement events such as engaging with customers who did not speak English we involved translators and changed the
materials that we used. We sought feedback after all events to seek ways to improve our events in the future, including any feedback
relating to inclusivity or accessibility. These are hugely important factors in our consideration of our ongoing Stakeholder Engagement
Strategy (Appendix 05.01).

When determining the segments to engage with on each engagement topic, we used the following four criteria:

Table 05.01: Segmentation Criteria

Criteria Key Questions we Asked
The topic that we are engaging What existing research already exists that we could use? We will not seek to engage with certain
on/aims of engagement groups if this will not provide new/improved insight

Who are the main users or interfacing organisations with a service?
How wide-reaching is the topic area?

Levels of expertise, impact and Who is/will be impacted by the topic of the engagement?

interestin the subject matter Which time horizon are we engaging on? Are future customers equally important?

Regionality Is regionality a factor?
What level of localisation is required?
How can we use our existing regional engagement routes to facilitate RIIO-2 plan engagement?

Influence How much influence do individuals/groups have on the outcome being engaged on?

This multi-layered approach to identifying the necessary segments of our customer and stakeholder bases provided us with a high
degree of confidence that our engagement model had excellent coverage. It also allowed us to then consider the methods by which we
engaged with different segments. We describe our segmentation methodology further in our Stakeholder Engagement Strategy
(Appendix 05.01).

Additionally, our Engagement Decision Tracker, Appendix 05.03 contains a list of all of the engagement activities that we completed as
part of our enhanced engagement programme, and the segments that we engaged with during these activities, the questions we asked
and the insights we received. This document is where we show all of the engagement activities that we have undertaken in one place.

5.6.2 Our golden thread

Figure 05.04 describes the multiple layers of engagement evidence that we have captured in our plan which come together to form our
golden thread. This chapter along with chapters 7 and 9 provides a high level summary of the process we followed and how this has
informed our commitments. Our output cases describe this in far greater detail, linking the insights received directly to the proposals
we have made. This gradually builds up into very detailed engagement event-specific reports. All documents have been provided as
appendices to this plan with the exception of ‘Golden Thread documents’ and the 'Detailed Engagement Reports’, because of their
size, but these will be made available on request.

Figure 05.04: Capturing ‘the golden thread’

Chapter Summary of our engagement activities and the link into output commitments, costs and CVP
7&9

20-40 page description of the output detailing the research and engagement activities that
we have undertaken, how we have triangulated the insights and detailed proposals,
Output Cases including costs and CVP. One per customer priority area

A record of the engagement completed per output commitment detailing the link between
Golden Thread Documents engagement, insight and proposals in the Plan

A record, per engagement event, detailing who we engaged with, the questions
Decision Tracker asked, the customer / stakeholder segmentation completed, and the insights from
each session.

A detailed description, per engagement event, of how it was planned, its
Detailed Engagement Reports purpose, the methodology followed, who was engaged with, what we heard
and how to use the insights received
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Transforming experiences

Enhanced engagement continued

5.7 Triangulating the results of our research
and engagement programme

Our approach to engagement has been iterative where each
phase of engagement fed the next and we continued to build
evidence and clarity in order to develop our plan, meant that we
were continually building layer upon layer of insight and
triangulating as we went. Whilst we had a separate engagement
team, they worked hand in hand with business experts and those
ultimately writing the business plan to ensure that all insights
were considered, and the relative weighting/robustness of
insights were taken into account when making decisions.

In most cases, as our engagement became more and more
targeted it allowed us to determine specific measurements that
are important to customers and stakeholders. However, in a small
number of cases, the different layers of insights received were
conflicting. In these cases, we had to develop an additional
process to triangulate the data to determine how we would
respond to the feedback. The business subject matter expert
responsible for the output case determined where the additional
triangulation process was required.

In total, seven of our output commitments saw conflicts between
the views of different customer and stakeholder groups that
required the additional triangulation step:

* CO Awareness.

* Tackling affordability and fuel poverty.

* Identifying your needs and joining up support services.

* Interruptions — getting our customers back on gas.

* Going beyond to strive to never leave a customer without gas.
* Supporting off grid communities.

* Becominga carbon neutral business.

The conflicts differed by output commitment. For example, the
main conflictin relation to the CO awareness output
commitments was between customer and stakeholder
expectations and our capability to deliver the desired levels of
ambition. In the space of fuel poverty and PSR awareness, the
main conflictis seen between customers’ willingness-to-pay
(which was lower than that implied by the ambition levels
expected by different customer segments), specialists working in
these fields (including charities) and many of the benchmarks
being set by other organisations.

In each of these cases we followed a two-phase process to
analyse each of the data feeds together to synthesise the
feedback first on a bottom-up and then on a top-down basis. This
process was developed in conjunction with NERA and Complete
Strategy who both brought experience and best practice from
numerous research programmes. We also asked Savanta to
provide a level of independent assurance over the designed
process, which they did, confirming that they believed the
process to be both robust and a good fit for this specific need.

The bottom-up process considered majority responses, the
robustness of each source of insight, whether there are particular
groups that require additional attention and compared the
insights to the proposals. The robustness analysis, which is
described in the ‘Assurance’ section of this chapter below,
applied weightings to certain types of engagement and
stakeholder feedback. The top-down approach involved a full day
workshop where the business subject matter experts presented
the results of the research and engagement exercises to date and
explained the conflict(s) identified through the synthetisation of
the data to the four RIIO-2 Programme Directors. The Directors
weighed up the insights to determine the option that was
ultimately tested in our Acceptability Testing phase of
engagement. Three CEG members, a member of the PwC
assurance team, members of our RIIO-2 Engagement team and a
Senior Manager from Complete Strategy also attended the
top-down triangulation session.
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Figure 05.05: Our two phase approach to triangulation

Bottom up
Business owners will write an explanation of how their
proposals are based on insights, considering:

What do the majority of
our insights suggest?

E.g. would one group be
disproportionately
impacted? Are some

What do the most robust insights from expertsin
P the field?

sources suggest?

Are there any groups we

should pay particular
attention to?

Why are we discounting
these? Are we more
convinced by other
insights? Are there other
factors leading us to a
particular decision?

Which insights contradict
our proposed approach?

The rationale for decisions will be recorded in output cases.

Top down
Directors' review:

Synthesis: Reports covering all engagement

@ Triangulation: Business owners' conclusions

Directors' challenge:

Do our conclusions address and reflect all engagement?
(See bottom up questions also)

e Are the proposals in line with our wider ambitions and
achievable?

The decision and rationale will be recorded.

In order to determine our ultimate output commitments we
agreed weighting to be applied to the conflicting aspects of
feedback. The relative weighting to insights was not always the
same. Whilstin all cases, the results from deliberative workshops
was afforded a higher weighting than that from quantitative
research such as surveys, we also considered the nature of the
output commitment. For example, those relating mainly to the
service levels received by end customers were weighted more
heavily based on the feedback that customers provided over
other stakeholders or political framing. Whereas when
considering the carbon neutrality conflict area, more weighting
was applied to societal expectations, the views of expert
stakeholders and government requirements. We established the
weightings through discussions with each of the partners we
have worked with to build our evidence base. We used their
experience and our understanding of the business to determine
the weightings used. The model below shows how the relative
weightings were applied, thoughitis important to note that some
discretion was applied in the final decision, especially where
other factors required consideration, such as the Board and
shareholder strategic agenda, our vision and strategic
positioning and the organisation’s ability to deliver.

The degree of black in each circle below represents the relative
weighting applied and the 'political agenda’ category includes
aspects such as the UK's commitments on climate change and
specific regulatory considerations.



Figure 05.06: Relative weighting of insight in triangulation
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5.8 Our engagement incorporates best
practice and learning from multiple industries

We developed our engagement process by working with multiple
research and engagement specialist consultancies. Appendix
05.04 provides a summary of the consultancy organisations that
we have partnered with across our engagement programme.

Our Plan has been developed by combining the insights and
feedback received from customer and stakeholder engagement
with a comprehensive understanding of good practice elsewhere
within our industry and beyond and research and studies
developed either internally or by third parties.

Benchmarking has played a significant part in our enhanced
engagement process. We benchmarked our engagement process
and framework by co-creating it with organisations who are
experts inresearch and engagement, such as Traverse, NERA and
Britain Thinks.

We also took the opportunity to review the approach undertaken
by water companies during the ongoing water industry price
control review ('PR19’). We sought to identify best practice
adopted by these organisations. For example, we developed our
commitment to be ‘trusted to act for our communities’, because
in our deliberative workshops customers and stakeholders
expressed interest in who we were, how we could be more
proactive about sharing this information, how we made money
and how we spent money. We compared what we heard from
customers with:

* engagement exercises undertaken by other organisations
(including Severn Trent Water and Amazon who both have
relatively well trusted brands);

» additional studies (including Sustainability First's Fair for the
Future project); and

» we applied an external lens to consider societal, political,
environmental and economic factors.

The third element of benchmarking came when we assessed our
commitments and targets against those of other organisations
inside and outside our industry. We commissioned Enzen to
develop three separate benchmark reports, focusing on
sustainability, safeguarding and how companies focus on trust.
Additionally, we undertook our own benchmark studies via
desktop studies and site visits. The benchmark exercises
undertaken are summarised in individual Output Cases and also
support our evaluation of our Consumer Value Proposition (CVP)
see Appendix 07.01.00.

5.9 We applied several layers of assurance
over our enhanced engagement programme

5.9.1 Co-creation of engagement plans with leading
research and engagement partners

Before commencing with each phase of our engagement
programme, we carefully considered who we would partner with
to supportits delivery by going through a robust procurement
exercise. Once appointed, we undertook detailed planning
sessions with each partner, using their experience and good
practice guidelines to co-create how we would undertake each
phase.

5.9.2 Independent assessment over the completeness
of our evidence

We asked Sia Partners to undertake an exercise to assess the
quality and robustness of the engagement activities undertaken
after each phase of the engagement programme. This provided
us with a clear understanding of where additional engagement
was required or where certain segments of our customer and
stakeholder base had not been sufficiently heard. Sia considered
the following criteria in making their assessments:
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Figure 05.07: Robustness Assessment Criteria

Research & legislation
and acts.

BAU & historical information

Engagement methods

RIIO-2 specific engagement
commitment.

Engagement coverage

Robustness & relevance
of evidence

Industry collaboration
requirements.

Whole system solutions

Sia's methodology followed four stages: analysing the content of
output cases, categorising and converting into the eight criteria
shown above, applying a weighting to each category, and finally
calculating the overall completeness of the research and
engagement activities completed to date.

The final assessment was made after Acceptability Testing was
completed and demonstrates robust coverage across all of our
outcome areas and output commitments —see Appendix 05.05.

5.9.3 We developed a consistent assessment of the
quality of the engagement

The model described below was developed by Complete
Strategy. It was used alongside the Sia model described above.
Whilst Sia's model is run periodically to provide an overall view of
the completeness of our evidence, this model is used on an
ongoing basis to inform decisions we make, feed into the
triangulation approach and identify gaps that need filling. In this
model we assessed each source of customer and stakeholder
insight against three criteria to measure the overall ‘robustness’
of the information it contained:

Was the information collected or updated recently (2017, 18,
19)? This is important since customer preferences and
circumstances can change over time and we want to take
account of this.

Was the information collected using a sampling approach or
similar method to ensure a representative group (e.g. across
all Cadent's regions)? This is important because we want to
ensure all customer and stakeholder segments are heard, and
that particular groups are not under-represented.

Was the information collected for the express purpose of the
question we want to answer for our Business Plan, or did we
infer the answer from information collected for a different
purpose? This isimportant since we want to place more weight
on direct statements customers and stakeholders make on a
topic, thaninferences we can draw from discussions on other
topics.

When insights were shared and discussed whilst developing the
Business Plan, each source was given a Red/Amber/Green ('RAG’)
rating to indicate its score against these three criteria (green =
3/3,amber = 2/3,red = 1/3 or 0/3). This information allowed us to
make a balanced judgement, based on the number of different
sources of insight, and their overall robustness. This assessment
is shown against each engagement event listed in our 17 output
case Appendices.
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Studies and research, either by third parties or commissioned by Cadent, as well as UK legislation

Information on Cadent’s BAU activities and past performance.
The variety of methods Cadent used to engage with their stakeholders and customers.

Whether or not, and how many, RIIO-2 specific activities Cadent carried out related to the

The various customers and stakeholder groups that were engaged, as well as regional coverage.

How robust a source is, and how relevant the feedback and insights are to each commitment.

Whether Cadent included industry collaboration for a commitment, as stated in Ofgem'’s

Whether Cadent considered/engaged on whole system solutions, as prioritised by Ofgem.

5.9.4 We have sought retrospective independent
assurance over our enhanced engagement approach at
various stages

We engaged with Savanta, a leading research specialist
organisation in April 2019 to provide their assessment over our
engagement activities to date. They were complimentary about
the methods used, reach and breadth of our research and
engagement to date and our approach to segmentation. They
recommended that we enhanced the structure and narrative of
our engagement framework, which we have subsequently done.

Noting that willingness-to-pay is a very complex and highly
specialist form of research we asked Professor Ken Willis from
Newcastle University, aleading scholar in this type of research, to
provide anindependent assessment of the work we have
completed in this space. Professor Ken Willis completed a similar
piece of work for Anglian Water as part of their PR19 engagement
process. His assessment of our research programme was
positive, noting good practice in sampling, segmentation and in
the data triangulation process.

In November we also asked Savanta to formally assess the
entirety of our engagement programme. They concluded that
they had "been able to provide assurance from top to bottom: we
can advise that the overall thinking behind the approach is sound,
that the design of individual programmes was rational and that
the methodologies were implemented in an appropriate and
customer-centric manner. Moreover, we have seen Cadent
consistently use industry-leading research techniques to engage
customers, primarily through building on and learning from the
successes of the PR19 process in the water industry.

We have seen the programme develop substantially in its
sophistication of thinking and, just as importantly, in its ability to
clearly document the research streams. This has enabled Cadent
to demonstrate its extensive coverage of customer views and
feedback and ensure they were fit for purpose to feed internal
decision-making around the plan and various options. See
Appendix 05.06 for the full report.



December 2019

5.10 Our Plan has evolved as we have continued to engage

Each phase of our engagement programme has helped us to develop our output commitments. In Phases 1 and 2, customers and
stakeholders confirmed their priorities which underpinned four key customer outcome areas. In Phases 3 and 4, we were able to create
over forty output commitments that sat within the priority areas. These were the commitments that we documented in our July draft
business plan. During July and August, we tested these commitments through our business options testing (Phase 5) and made a

number of changes.

The figure below summarises the degree of change at an output commitment level from our July draft Business Plan to our December

final submission.

Figure 05.08: Changes made to our outputs based on customer and stakeholder feedback

Business Options Testing and high-level business

deliverability assessment

4 outputs removed — e.g. rapid reinstatement

12 outputs reduced the targets or cost —e.g.
Employee volunteering

19 outputs remained the same — cost and targets

3 outputs changed refocused — e.g. enhanced
engagement incentive

2 outputs increased the targets or costs - e.g. CO
awareness

Refocussed Trusted to Act for Communities outcome
area into our Trust Charter

CVP Established

Our detailed Output Case Appendices (see Chapter 7, Our
Commitments) detail how our commitments have evolved and
changed through our ongoing enhanced engagement programme.

5.11 We have been innovative in our
approaches to engagement

We identified early onin our process that customers and
stakeholders need incentivising to provide us with the quality
insights that are critical for us to develop our Plan. In some cases,
we have financially compensated individuals and organisations,
butin all cases, we have tried to make engagement easy, fun and
rewarding. We also recognise that many of the customers and
stakeholders that we are engaging with were involved in helping to
shape water companies’ plans for PR19 and many more are also
customers and/or key stakeholders to other energy companies,
which are undertaking their own enhanced engagement
programme at the same time as us. As such, we builtand
continually improved a Plan that was designed to be engaging,
innovative and worthwhile for customers and stakeholders.

For example:

* Customer Deliberative workshops - these were a first for
Cadent, working with customers to inform them about our
business and who Cadent are, to enable customers to provide
informed feedback and decisions on the services they would
like Cadent to provide and what customers' priorities are.

* Revealed preference willingness-to-pay - the first time that
these have been used across our industry and offering
informed customers the opportunity to engage in an area
where the chance to provide inputis valued.

*  Through the use of virtual reality headsets at customer forums
we have been able to bring to life some of the real experiences
of our customers, stakeholders and employees in delivering
the work that we do. This has enabled more informed and
higher quality discussions to be had.

* During the summer, we used a series of videos to bring to life
the options that we were presenting to them as part of the
business options' testing process.

* Cadent Voices campaign -we ran a number of fun and engaging
events during the summer to involve local communities and
employees, which we used to share our Plan and seek
additional insights from audiences less attracted to more
traditional engagement events.

Acceptability Testing, CEG challenge and

comprehensive business deliverability assessment

3 outputs removed — e.g. CO appliance isolations

. 3 outputs added — e.g. Trust Charter annual
publication

. 6 outputs refined for costs or targets — e.g. fuel poor E=
interventions

. CVP amended — 6 items removed. 3 added and
refocussed around Social Return on Investment (as
opposed to customers’ willingness to pay

» Employee engagement - We employ over 4,000 individuals,
working right across our operational footprint. Our youngest
employees join our apprentice scheme from the age of 18 and
our oldest employee is 72 years old. Our workforce is made up
of individuals following 30 different religions with 12 different
languages used as a first language. Over 12% of our workforce
is from a BAME background. Engagement with the Plan —we
have sought views on our planned commitments from over 200
employees across 14 of our sites. Not only has this enabled us
to thoroughly test the deliverability of our Plan, butit has also
brought our people along on our journey to significantly
improve the customer service levels we strive to deliver.

5.12 We ensured that our Plan has been tested
with current and future customers

Our RIIO-2 Plan not only extends to 2026, but also includes
several important considerations that extend well beyond this,
especially those centred around energy transition and the future
role of gas. As such it has been necessary to engage with future
customers to future-proof our plans. These have included
younger people who are not yet home owners, individuals and
communities not currently connected to the gas network and
different types of connections customers. We engaged with
future customers during Phase 3 of our engagement plan and to
an even greater extentin Phase 5 —business options testing.

When applying the hierarchy of needs framework, we noted quite
a considerable difference between current and future generation
customers. Their priorities differed, especially those in relation to
our proposed commitments around sustainability, with future
customers placing these lower down their hierarchy (i.e. they saw
them as a fundamental part of our delivery), whereas existing
customers placed them much further up their hierarchy (i.e. they
did not see them as core but rather a psychological need or 'nice
to have').
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5.13 We have had effective challenge from our
CEG and the R2CG

5.13.1 We recruited and on-boarded individuals with
broad expertise

We have established a CEG with a broad range of experience and
specialism to challenge all aspects of our Plan. Appendix 05.07
provides information on the members of our CEG. We adopted a
systematic approach to the recruitment of our CEG, working
alongside our chair (and supported by Sia Partners) to ensure we
had coverage across all the key areas that they had been asked to
consider by Ofgem. We also brought in members who had
experience of the PR19 process to bring that learning to our work.

To ensure that each member of the CEG was able to engage
effectively, we spent three days on-boarding them. We shared
information on how our business operates, how we have
performed over time, and in comparison with other gas network
businesses, our successes, and the areas of our business where
we are seeking to improve. This process provided all CEG
members with a good grounding in our business, so they could
provide effective challenge from the start.

5.13.2 The reach of the CEG was broadened by
establishing CEG working groups

Through early discussions with CEG members, it became clear
that it would not be feasible to cover all the areas within the scope
of the CEG's work solely through monthly meetings. To getan
appropriate level of scrutiny and challenge, we agreed with a
recommendation from our CEG to establish four working groups
to look at key areas that could have significant customer or bill
impact. Members of the CEG were aligned to each working group
based on their skills and areas of expertise.

The working groups were established in December 2018 and ran
through to September 2019 when we reviewed their effectiveness
and continued need with the CEG. In this session we agreed that
we should continue with the Finance and Investment working
group inits current guise as there was a lot of additional detail to
be discussed. However, given the progress made in the other
three areas, we agreed to bring the discussions back into the
main CEG, albeit supplemented by additional meetings with
smaller groups of the CEG as required, to cover very detailed
agendaitems.

In total we have met with the CEG as a whole 17 times and there
have been a further 24 CEG Working Group meetings. Following
the October draft plan, the role of the working groups increased
to delve into detailed discussions to understand output cases,
our CVP, output costs and to focus on the work required to close
challengesin each area.

CEG working groups
Table 05.02 CEG working groups
Working Group

Areas of Focus

Future Role
of Gas

The purpose of this working group was to
focus on ensuring effective stakeholder
input into considerations of the longer-term
future of the gas network. This intended to
ensure that a) stakeholder views are
reflected in the company's decisions and the
Plan, soitis better aligned to the needs of
current and future customers and b) help
ensure itis robust, as far as possible, against
changing public policy and need.
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Working Group Areas of Focus

Finance and
Investment

The Finance and Investment Working Group
provided independent scrutiny and challenge
to Cadent on the content of the Business
Plan relating to finance and investment. This
included the underlying drivers of cost, the
level of efficiency that is achievable, and the
level of performance set out in the Business
Plan.

Vulnerability The aim of the Vulnerability Working Group
was to support the work of the main CEG in
relation to inclusive services, safeguarding
and fuel poverty with a particular focus on
ensuring Cadent's approaches in these areas

are well targeted, efficient and effective.

Research and
Engagement

The aim of the working group was to
understand Cadent's position relating to
research, customer and stakeholder insight,
data strategy and engagement, including how
objectives are set and how the outcomes from
this are measured and managed.

5.13.3 We maintained an open, honest, supportive
approach and welcomed the challenge from our CEG

We were determined to use the challenge they provided to grow
as a business, so we could deliver the right outcomes for our
customers and stakeholders. We involved the CEG from the
beginning of our business planning process by sharing our initial
draft versions for review and challenge. We explained how we had
improved on each iteration of our Plan, reflecting the input they
provided. We did this in a number of ways including maintaining a
log of allrecommendations provided in relation to each version of
the plan, and how the plan was iterated or changed based on this
feedback at each stage. This was completed in addition to
maintaining an audit trail through the challenge log.

5.13.4 We have acted on the challenges raised by
our CEG

To date our CEG has raised over 200 separate challenges. Whilst

the challenges span all areas of the Plan, the main themes include:

* Ourapproach to engagement: in particular ensuring that we
can demonstrate a golden thread that links the engagement
activities we have undertaken to insights, and ultimately
commitments in the Plan.

» Vision and strategy: in particular providing clarity around
these and demonstrating how our Plan directly links in.

* Futurerole of gas: especially being firmer around the societal
role we have to play.

* Beingaresponsible business and demonstrating
commitments throughout the plan.

» Affordability and vulnerability and our stated ambition level.

* Networkresilience: to be clearer how we have engaged and
linking this to our proposals.

At the time of writing our July Business Plan submission, less
than ten challenges had been formally closed, and when we
submitted our October draft Business Plan, more than 40 had
been closed. At the time of writing this Plan a little over 100 have
been formally closed by our CEG although we believe that almost
all will be closed once the CEG have completed their review
process as we have provided evidence to demonstrate why we
believe these challenges have been addressed. We believe a
small number (below 20) may remain open for delivery in early
2020. The CEG will publish a copy of the Challenge Log along with
their written assessment later in the month.



5.14 The challenge from our CEG is not only
influencing our Plan, but also our business
operation today

Alarge proportion of the challenges provided by the CEG relate to
our RIIO-2 Business Plan. However, in some cases, we have already
responded to challenges by improving how we operate today.
Examples of changes made as a result of CEG feedback include:

We have developed a new vision statement reflecting
feedback that our previous version lacked ambition, was
ambiguous and uninspiring. We have created our new vision
through engagement with the CEG, over 100 employees, our
Executive team and Board members, plus a number of
customers and stakeholders. It was rolled out to the wider
organisation in May 2019 at a leadership conference that
focused the organisation around the need to prioritise
customer outcomes.

Our enhanced engagement programme has been revised to

that described in this chapter, through active challenge at the

Research and Engagement working group, including:

* Bringing in additional expertise to the organisation to help
shape our framework and approach and provide assurance
through the programme

* Ourapproach to segmentation and representation,
specifically ensuring that the voices of business customers
and expert stakeholders are heard and responded to

* How we have captured the golden thread between how we
have engaged, the insights we have received and our
commitments

* Specificimprovements during each stage of engagement
(for example how we test acceptability related to
uncertainty mechanism, how we triangulate the various
levels of insight, how we document our evidence and how
we weight the relative significance of different sources
of insight)

nur Gas Network
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* Our business options testing approach was expanded,
based on a challenge that our plans were too focused on
end customers and did not have sufficient focus on
business customers and other stakeholders.

* Attendance at alarge number of specific engagement
events and post-session feedback (as was the practice at
every single event) to continually improve the processes
we followed

* Inputinto our ongoing stakeholder engagement strategy
including its reach, strategic join across the organisation,
segmentation approach and the development of output
commitment specific engagement plans

* Suggesting that we could gain additional value from the
range of quantitative data we have collected through our
Enhanced Engagement programme, by applying deeper
analysis of this data, and whether we could overlay other
datasets to give greater insight. Our Customer Insights
team are considering this for application during RIIO-2 and
in support of preparations for RIIO-3.

We have strengthened the definition and widened the focus of

our MOBs customer strategy.

We have stretched the ambition level underpinned by our

Environmental Action Plan.

We have clarified and focused our customer vulnerability

strategy, creating a clearer aim and established processes and

actions by which it will be delivered.

Our Future Role of Gas focus and leadership role has been

clarified and our strategic positioning changed.

We have amended our website to be more accessible and

inclusive, including being multi-lingual and putting sign

language overlays to demonstration/advice videos online; we
are also planning on removing the charge associated with our
general enquiry phone line to make it more inclusive.
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Transforming experiences

Enhanced engagement continued

5.15 We have noted some divergent views
between ourselves and the CEG

Throughout the process the CEG have raised challenges relating
to areas of our Plan and the processes that we have followed,
especially relating to our enhanced engagement programme. In a
small number of cases either a challenge has 'timed-out’ or we
have questioned the legitimacy or relevance of the CEG
challenge. This is an ongoing process and at the time of writing
this, we have not seen the CEG's final assessment report which
could lead to additional areas of disagreement.

The CEG have, on several occasions held different views to us
over our strategic approach to certain areas. Examples of these
include:

» Our vision statement —which we have subsequently revised,
based on feedback from the CEG and engagement with
customers, stakeholders, our shareholders and employees.

* Our ownership of the challenges associated with MOBs -
which we have clarified through several focused deep dives
and site visits and a clearer articulation of our approachin later
versions of our Plan.

* Our articulation of our innovation strategy — which we have
revised quite considerably since the CEG's first sight of this.

* Our enhanced engagement process —which we have
continually reflected as we have developed it throughout the
process.

* Thelevel of detail captured in Output Case definition
documents —we have updated our output cases to strengthen
our evidence, in particular the engagement we have
undertaken and how we have established our targets.

* Specific details relating to output commitments - for example
the CEG challenged us to add an additional bespoke output
commitment to our ‘interruptions’ output case, based on the
volume of interruptions. Whilst we have referenced thatin
principle we agree with this suggestion in the output case, we
do not believe thatitis possible to measure this as well as the
current proposed common measure, without driving
unintended and potentially negative outcomes for customers.

* Our CVP determination criteria was challenged and we made it
far clearer providing additional evidence into the Plan. In a
small number of cases the CEG challenged the content of our
overall CVP. In most cases we agreed (e.g. initially a number of
commitments made in our Trust Charter were included in our
CVP and they have since been removed from it).

* Ourapproach to engaging on cyber security and network
resilience, in which we have engaged primarily with regulators
and expert delivery partners rather than extensively with end
customers due to the limited scope for change and the relative
complexity of the subject matter.

If there are additional areas of divergent views noted after the
CEG issue their final assessment, we will consider these and
respond if required through the open hearing process.

5.16 The RIIO-2 Challenge Group (‘R2CG’) has
provided feedback throughout the process
that we have responded to

Following their review of our draft Business Plan in July, the R2CG
provided us with feedback including a number of challenges,
which we have responded to. They noted several areas where our
July Plan was not fully compliant with Ofgem’s requirements, for
example we had not included details about our customer
vulnerability strategy or our ongoing engagement strategy. In the
main, these and other omissions were due to the small time
window between receiving the guidance document at the end of
May and submitting the Plan on 1 July. Most of these gaps were
closed when submitting our October Plan and all have now been
addressed, along with further feedback provided by the Group in
relation to our October submission. A full list of feedback points
raised and our response to these can be found in Appendix 01.01
How we have responded to CEG and R2CG feedback.
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5.17 We have made a long-term commitment to
enhanced engagement

Our Plan has been heavily shaped and influenced through our
enhanced engagement process. It has provided us with
confidence that by delivering against the commitments we have
made, we will be taking positive steps towards our vision —to set
the standards that all of our customers love and others aspire to.

As stated in the introduction of this chapter, if we are to achieve
this vision, we will need to ensure we stay close to our customers
and our stakeholders, as engagement is fundamental to our
business strategy. We are making a firm commitment to continue
with our enhanced engagement. This will take several forms as
listed below. The details of our ongoing engagement plan can be
found in our Stakeholder Engagement Strategy, which is provided
in Appendix 05.01.

Our ongoing commitments to enhanced engagement have been
developed based on our learning from RIIO-1, input from our CEG
and the benchmarking we have undertaken with other utilities,

in particular water companies based on their PR19 submissions.
Our strategy is consistent with our customer strategy and
ongoing transformation programme, establishing an approach
thatis overseen and coordinated centrally, and delivered and
owned locally.

The core elements of our ongoing engagement commitments are:

* Business as usual Insights —we will continue to undertake this
work, which is centrally coordinated through our Business
Insights Team but with enhanced capabilities, through the
investment we are making in Al and machine learning, and in
our people's capabilities during RIIO-1.

» Establishment of customer and stakeholder groups - Building
on the learning from the RIIO-2 engagement programme, our
intention is to continue engaging, on at least a quarterly basis
in all regions, to check how we are doing with our commitments
and to capture evolving areas of interest or challenge
throughout the RIIO period. We will refresh our community
every year to ensure we keep a broad customer base across
our networks.

» Evolution of the Customer Insights Forum - Becoming an
integral part of Cadent’'s performance management
governance process, including Board level reporting.

* Regional Stakeholder Groups — We have repurposed our
national Stakeholder Advisory Panel to create four network
aligned, regional stakeholder groups. These are evolving as we
establish even more localised forums that are driving more
specific and relevant action plans. Where possible we are
leveraging existing groups, such as our ongoing engagement
with Local Area Energy Plans (‘'LAEPSs').

* Cadent's Customer Engagement Group (‘CEG’) - We will
continue to operate with an externally appointed and
independent CEG, with rotating membership, to ensure
continued fresh challenge and insight. As part of our
commitment to ongoing engagement we have proposed a
reputational ODI in which we will publish progress against the
commitments in our stakeholder engagement strategy, which
will receive input from our CEG, our Customer Forum and
relevant regional stakeholder groups.

*  Online Forum - noting the success of the pop-up community
engagement events that were ran online as part of our RIIO-2
enhanced engagement programme, we will invest to establish
an ongoing means to engage with customers and stakeholders
through this method.

» Stakeholder Engagement Incentive Scheme - evolving to
focus on the important area of future energy scenario
development and whole system solutions.

* Brand Awareness - building on customer feedback and
focused around supporting the delivery of output
commitments in the Plan.



* Filling our expertise gap —as we develop our internal
engagement capabilities we have worked with a number of
consultancies to support our overall delivery. We are investing in
training our own staff during RIIO-1 to ensure we have the skills
to continue to engage with stakeholders on an ongoing basis.

* Stakeholder Engagement plans developed for all output
commitments —in our Stakeholder Engagement Strategy we
show how engagement is critical to the delivery of all our output
commitments. Our strategy aligns with our innovation, MOBs
and customer and customer vulnerability strategies, which all
focus on how robust and structured engagement underpin
successful delivery.

5.18 Measuring the added value and costs of

ongoing engagement

We will measure the value added through our ongoing

engagement programme in a number of ways which are described

in detail within our Stakeholder Engagement Strategy. Primarily,
as described in our ongoing Stakeholder Engagement Strategy,
we cannot deliver the commitments in our Plan without carefully
considered and thorough engagement, so in measuring our
delivery against our output commitments, we are also measuring
the success of our ongoing engagement activities. However,
additional measures that we will apply include:

* Calculating the Social Return on Investment (SROI) — using our
proven methodology that we developed alongside Sia
Partners. We have used this extensively over the last year to
prioritise the engagement initiatives that we have rolled out,
including our continued funding of CO awareness and fuel
poverty schemes, that often go beyond our regulatory
requirements. This will be our primary method to assess which
initiatives to prioritise during RIIO-2 and the one we use to
measure their success.

* CostBenefit Analysis - some engagement activities do not
lend themselves to using the SROI methodology. In these
cases, we typically seek to apply a more traditional cost-
benefit analysis approach, which is also used to justify and
prioritise the actions that we take (and ultimately assess the
benefit of the engagement).

* Stakeholder Engagement Incentive Scheme (SEIS) - we are
proposing an evolution of the current stakeholder
engagement incentive scheme which encourages networks
to clearly articulate the benefits associated with engagement
activities. For RIIO-2 we are proposing that the SEIS focuses
on whole system solution initiatives and those related to
energy transition.
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* CEG and regional stakeholder groups - continuing to operate
the CEG and regional stakeholder groups will ensure ongoing
challenge and review, which will add a further level of
measurability over our engagement benefits. Itis difficult to
place a financial measurement of the value that the CEG and
regional stakeholder groups have provided us with in
developing our RIIO-2 Plan and therefore what we expect
during RIIO-2. However, the diversity of expert views has
fundamentally challenged and impacted our Plan, which can
be seen by the changes we have made, providing benefits to
customers, our communities and our business.

*  We have defined an engagement strategy for each of our
output commitments and these are documented in our
Stakeholder Engagement Strategy. In measuring our delivery
of each output commitment, where possible we will seek to
understand the value added through our engagement
activities.

There is a cost associated with our ongoing engagement
commitments. Much of the cost will be spentin RIIO-1, through
the investments we have made and will make, on data, technology
and upskilling our people. Other costs, such as the running costs
of the Insights Team and Forum and those associated with the
SEIS, represent non-incremental costs as they are being
delivered today and are a core part of our performance
management and governance regime. However, there will be
ongoing costs associated with the CEG and regional stakeholder
panels, the online forum and brand awareness campaigns. The
total costs of these initiatives are expected to be approximately
£2m ayear, which includes the employee costs associated with
those directly leading on engagement activities, but excludes the
costs of employees who are indirectly supporting engagement
activities. Given the intrinsic link between high quality
engagement and our ability to deliver all of our Plan, the reality is
that we will spend considerably more on engagement activities
that are operated locally by employees across all our regions.
Engagement needs to be seen as a part of all employees’ roles,
just as other activities such as budget management, line
management and performance management are.
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