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1 Introduction
Ofwat emphasised that they did not see this as a "joint working group" but they were happy to meet with the Water UK modelling subgroup to discuss Aquarius 3. Water UK said they welcomed the dialogue.

1.1
Ofwat's view of the model

The meeting opened with Ofwat presenting their view of the prime purpose of the financial model – Aquarius 3:

The model is owned by Ofwat and the primary role is to transform the Companies’ business plan submissions into “K” values. As such it is an integral part of their Periodic Review (PR) process. 

Secondary roles are:

· To ensure that the arithmetic is transparent so that companies have confidence in what Ofwat are doing and that debates during the PR process focus on the inputs and outputs.

· To ensure that it is easy to use whilst maintaining the integrity of the model.

1.2
Ofwat's plan to next release

Following feedback from the November release, Ofwat are working on the following:

Protection

· There will be improvement in the visibility of cells in all worksheets and formulae; although the “Newton Raphson
” K calculator will remain a black box.

· Improved input will be available via a generic loader.

· Output from the model will be accessible to company models / systems.

Readability

· The major worksheets are being restructured but not rewritten, i.e. the changes are cosmetic not arithmetic.

· Redundant/duplicated lines are being removed.

· The input sheet is being reordered.

· “Calc1” and “Calc2” are being combined.

· “Tax and quarterly” sheet is being reordered.

· The Tariff Basket sheet is being time aligned.

· This work is due to be completed by the end of January.

IT

· There is some SQL work being undertaken to correspond to the reordering.

· An improved error trapping section of the GUI has been written.

· There is improved functionality:

· A Tracer Report, allowing cell precedence / dependent reporting is being added. This can report on individual cells and also follow the trail of input data through the model.

· The generic loader will be used to allow automatic transfer and compilation of input data from ICS and company’s own systems.

· Operating Platforms - all current windows platforms will be supported. However, Aquarius 3 will only run on Excel 97.

PR04 Methodology

· The PR04 methodology will be incorporated into the model on completion of the reordering of the November model. Ofwat is not expecting major changes to come out of this as the methodology mainly deals with issues around inputs to the model rather than the arithmetic.

· This work is due to be completed by the end of March.

2
Maximising the next release

2.1
–Pre-audit version
Once the PR04 changes have been made the model will be re-audited by RSM Robson Rhodes.

On the request of the companies, Ofwat agreed to consider releasing the pre-audited model to companies  subject to the IT loading software being completed.
The pre-audit version will be given solely for loading and training purposes. Only IT problems (installation, compatibility etc.) will be addressed before the May release because of time constraints.

2.2
Training

User documentation will be placed on the Aquarius 3 area of the Ofwat website in the near future. 

Post Minute Note: This area is now live:

http://www.ofwat.gov.uk/aptrix/ofwat/publish.nsf/Content/aq3_home
A user training session is to be arranged to take place around the end of March - the feasibility of making this a hands-on session is being investigated by United Utilities as Ofwat do not have the facilities at its office in Birmingham.

2.3
Historic data

The publication of the historic data will not be before the March RCV update.

The Generic Loader will be part of the next release. It will be used by Ofwat to provide the company specific historic data.
2.4
Extending the model

CGE&Y are willing to undertake extension work for individual companies on an ad-hoc basis.

2.5
Auditing the model

The model will undergo the same audit as before but the fit for purpose tests will explicitly include conformity to:

· PR04 methodology (March 2003);

· licence condition B for the tariff basket.

3
Beyond May 2003

Once the May model is issued Ofwat do not see it changing for the rest of the Periodic Review. - The GUI side may be improved.
Contact with the industry will be via the WaterUK working group.

4
Actions

Paul Edwards to produce joint note of the meeting.

Ofwat/United Utilities to organise user training around the end of March. 

Ofwat to respond to industry request to release pre-audit version to companies in April.

Paul Edwards, Dwr Cymru 13.01.03

� The Newton Raphson Method is a method for solving multi-dimensional systems of nonlinear equations.
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