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MOD 186

Accompanying Narrative
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Movements Since 20 June 2022

2021/22 2022/23 2023124 2024/25 2025/26 Explanation

£'m nominal
Reported atthe last DNCMF {i‘i}.mﬂe 2022) 447 3 6107 R4T R 500.9 519.0
PCFM amendment to remaove BDt from Pass-Through W 28) 07 (4.6) PCFM template amended by Ofgem to remove transportation bad debt (BDt) from pass through costs and to include amounts as
costs and include as an adjustment to RRt ; § . an adjustment to Recovered Revenue (RRt) on a cash basis
ERP Totex updates (variant allowances, actual Totex & - ~ (26 49 16 Updates to Variable Yalues in respect of Price Control Deliverables, Uncertainty Mechanisms, actual Totex and associated tax
and tax pool allocations) ' ’ ’ pool allocations have been made to reflect WWL's 2021/22 RRP
Shrinkage costs i 6.3 0.2 7.8 Updated shrinkage gas price as at 5th July 2022 to reflect the forecast shrinkage costs that were included in WWU's RRP
Exit capacity charges L (11.2) 21 (31)  |Updated exit capacity charges to reflect the latest rates per NTS, that were included in WWU's RRP?
Other pass through costs W - ~ (7.6) (2.2) (12) Updated licence fee, business rates, pension costs and Xoserve charges, to reflect latest forecasts, that were included in
WWU's RRP
Supplier of Last Resort (S6LR) W R R (29.3) Absent any SoLR claqus beln.g received to date or any guidance from Ofgem, the original forecast for 2023/24 SoLR costs have
been removed for the time being
incentives and Other Revenue Allowances {ORAS) @ ~ ~ 51 18 04 Updated Incentives and ORAs have been included in line with WWLI's latest RRP. The main driver is Customer Satisfaction

Survey QDI (CSt) now being included within the PCFM, slightly offset by reduced Network Innovation Allowances

General and special rate pool opening balance adjustments as at 1 April 2024 have been reflected within the PCFM for the first
Tax allowances i - - 0.3 38 4.4 |time to reflect the lower tax written down values as a result of super-deductions for tax together with adjustments for the super-
deductions claimed and tax clawback

WWHU forecast a significant under recovery of revenues in 2022/23 which are being adjusted via K Correction Factor in 2023/24
following Ofgem’s rejection of a mid-year price change in 202223 to adjust the position

Updates to reflect actual monthly inflation to 30 June 2022 and annual OBR forecasts per the latest published PCFM issued by
Ofgem on 22 July 2022

1. For further information see Ofgem’s decision letter in respect of Modifications of the special conditions ofthe Gas Transporter
Reperted in the latest MOD186 (12 September 2022) 4446 | 6114 541.9 529.2 537.6 |licence (link below) '

2. RRP is the Regulatery Reporting Pack for 2021/22 submitted to Ofgem

K Correction Factor i - - M2

Inflation L] - - 17.4 87 a8

Net Movernent i (2.8} 07 (5:6) 19.3 185

https://www.ofgem.gov.uk/sites/defauIt/fiIes/2022-06/Direction%200n%ZOGT%?Oand%ZOGD%ZOPCFI%20and°‘020Licence%ZOModifications.pdf
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Additional Comments

* RRP Updates

There are numerous updates to the September forecasts in respect of Variable Values updated as part
of the 2021/22 RRP, including Totex, pass-through costs, Incentives and ORAs and tax allowances.

- Shrinkage

The updated shrinkage forecast reflects price movements from 1st June 2022 to July 2022. Due to the
geo-political tensions in Ukraine, this forecast is highly volatile. The current forecast reflects prices as
at 5th July 2022, and as reflected in WWU'’s 2021/22 RRP.

* Under recovery 2022/23

A significant under collection of allowed revenues is forecast for 2022/23 and in the absence of a mid-
year price change to adjust prices accordingly, the under recovery is adjusted through the K Correction
Factor in 2023/24.

* Inflation

Inflation projections have been updated in line with the latest available inflation indices. Actual monthly
CPIH and RPI per ONS data and annual projected CPlI and RPI inflation per the OBR latest
projections published on 30" June 2022. The increases in actual and projected inflation results in a
significant increase in Allowed Revenue across the price control. Although inflation projections are
sourced from OBR projections (Ofgem uses OBR projections in setting allowed revenues in GD2), no
assurance can be given that these projections are materially accurate projections of actual realised
inflation nor that OBR projections are the best available evidence of eventual realised inflation.
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Important Notice

* This information is submitted in fulfilment of the UNC in that forecast allowed revenue must be shared (“the Forecasts”). No
representation as to the accuracy of the Forecasts or any other information is made in this report. The Forecasts involve risk
and uncertainty because they relate to events and depend on circumstances that may occur in the future. There are a number
of factors that could cause actual results or developments to differ materially from those expressed or implied by the Forecasts.
This document should not be relied on as a guide to future performance and should not be relied on by any person in deciding
whether to undertake future investment.

* By opening and reading the Forecasts, such persons agree to be bound by the limitations as set out in this notice. An actual or
prospective investor in any securities issued by Wales & West Utilities Limited (“WWU?”) or any parent undertaking of WWU
should not rely on the information contained in the Forecast Data for the purposes of any investment decision or otherwise. It
should be noted that auditors have not reviewed the information in this document.

» The Forecasts and this document are not a prospectus nor is it a “financial promotion” within the meaning of section 21 of the
Financial Services and Markets Act 2000, and it has not been published with the intention of inducing any person to make any
investment decision in relation to securities issued by WWU or any such parent undertaking or of influencing any such decision.
Nothing in this document should be construed as investment, legal or other advice, and no actual or prospective investor
should act upon any information contained herein without first consulting a financial or other professional adviser. Neither the
publication or delivery of this document nor any subsequent subscription or sale made in respect of any securities issued by the
WWU or any parent undertaking of the WWU shall, under any circumstances, create any implication that the information
contained in this document is correct as of any time subsequent to the date of this document.

* To the maximum extent permitted by law, the WWU excludes:

 all undertakings, representations, warranties or other assurances (express or implied, statutory or otherwise) in connection
with the Forecasts and this document and the information and opinions contained herein; and

« any responsibility or liability (whether direct or indirect, in contract, tort or otherwise) as a result of the use of or reliance on
(or inability to use or rely upon) the Forecasts or this document or the information and opinions contained herein. Nothing
in this notice shall be taken to limit or exclude any liability which may not otherwise by limited or excluded under applicable
law.
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Thank you

James Harris

Revenue & Pricing Manager
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