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14th February 2008

Dear Audrey
Business Plan 2009 – business plan information requirements
I am writing in response to your guidelines issued in November 2007 re the information requirements for the PR09 Business Plans. Our key concerns are detailed below:

Cost Benefit Analysis (CBA)
We are currently developing our cost benefit analysis tool and are aware that it may use a different methodology to tools being developed by other companies. Therefore we would be concerned if you wished to make some comparisons between CBA data from different companies. Your earlier guidance did not include a definition of a ‘common’ tool and it would therefore be inappropriate to compare CBA results between companies. 

Overall we support the use of CBA but at this stage we are uncertain at our ability to complete the CBA tables, and how we will apply CBA to the base expenditure envelopes. 
Clarity is also required on the scope of the requirement for CBA. The guidance is inconsistent on whether this is for the whole investment programme, or whether some elements of the programme can (or should) be excluded from CBA.

Capture systems and financial modelling

Based on current experience with RESERVOIR we are concerned that (i) the ICS and Aquarius models will be available on time, fully functional and (ii) that the the platform is stable.

We need access to this software as soon as possible to allow installation, enough time for familiarisation and scenario testing.

This also applies to the tariff basket model, where we note that there are a number of assumptions around the revenue correction mechanism that we do not fully understand. Given that some of these assumptions relate to large users, and we have a high percentage of revenue from such customers, this is an area where we need to develop our understanding. 
Special Factors

The guidance does not provide any detail on how the Company should deal with any efficiency or benchmarking studies undertaken. At the last review special factors were a significant item for us and we would wish to resubmit our views as part of the draft business plan submission.
As we commence work on the DBP in more detail I am sure we will have more points of clarification, which we will submit to you in the normal process.
Yours sincerely

Denise Roberts

Head of Finance and Customer Service

