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This paper forms part of Wales & West Utilities Limited Regulatory Business Plan. Your
attention is specifically drawn to the legal notice relating to the whole of the Business Plan,
set out on page 3 of Document 1 of WWU Business Plan Submission. This is applicable in

full to this paper, as though set out in full here.
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Wales and West Utilities (WWU) is a Gas Distribution Network (GDN) that transports gas to consumers
through our 35,000km of pipe. We invest £2.5million every week in the maintenance and replacement of
our network. We serve diverse communities across cities, towns, villages, and open countryside. We
provide a safe and reliable gas supply to 7.5 million people across 2.5 million homes and businesses across
Wales and south-west England whilst responding to around 90,000 gas emergencies every year.

In each region of Great Britain, a GDN operates in a monopoly situation since it has no competitors,
therefore all the GDNs that operate in Great Britain are regulated by the Office of Gas and Electricity
Markets (Ofgem).

For the financial years 2026-2031, (the RIIO-GD3 price control period), Ofgem will set regulated revenues
and required outputs for the gas distribution network companies. To do this, Ofgem need information from
the companies on the activities that they intend to undertake in the RIIO-GD3 price control pericd, the
outputs that they will deliver, their associated costs and the required allowances. We have submitted this
information to Ofgem in the form of a Business Plan, which Ofgem will assess. Robust assurance and
governance of this Business Plan submission is vital if stakeholders are to have confidence in the
information presented in them.

This assurance statement explains how we have assured our RIIO-GD3 Business Plan to ensure our
forecasts are accurate and that our plan is ambitious and deliverable for our customers, Assurance checks
on the systems and processes for developing and producing the Business Plan and the Board's integral
role towards governance surrounding the submission has resulted in our high-quality plan in which
stakeholders can have confidence. We outline the process we followed, the governance framework
established by our Board (section 2.1) how we have prioritised risk (section 4), and the role of
the Independent Stakeholder Group (ISG) (section 5.3). The ISG has scrutinised our RIIO-GD3 submission
process challenging the engagement we have had with stakeholders and how we have incorporated
customer interest into our plan. We have a clear, robust assurance programme that has tested that our
plan reflects customer interest alongside its accuracy, ambition, efficiency, and financeability.

This document covers all aspects of the Business Plan from initial drafting to final approval and includes:

91 Sufficiently Independent Director statement of assurance (section 2.3)
1 KPMG statement on overarching process compliance (section 5.1)
1 Board statement on our plan including financeability (section 7)
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Effective governance is realised through leadership and teamwork. Collaboration across all levels,
supported by our Board, Board Committees and Executive structure, drives a culture of continuous
improvement. Our Corporate Governance Framework is set out below. The Board has detailed terms of
reference, setting out its responsibilities, accountabilities, and reporting obligations, as well as how the
Board Committees operate in conjunction with the Board. These, together with the risk management and
internal control frameworks, form an effective and robust governance structure design that manages and
develops WWU in line with its strategy.

Specifically for our Business Plan submission, the Board set up a RIIO-GD3 Board Committee to oversee
the business planning process and challenge management on that plan. This Committee, which includes
our Sufficiently Independent Directors, and is chaired by one of them, regularly reviewed key elements of
the Business Plan, particularly on cost of capital, major investment decisions and efficiency of costs,
reporting to the Board as appropriate. They also reviewed the accuracy, efficiency, ambition and customer
interest assurance process to ensure appropriate challenge was undertaken. This oversight not only
ensured alignment with the overall strategy but also served as an extra layer of assurance that the plan is
viable and credible.

CORPORATE GOVERNANCE FRAMEWORK

Board

- Board Charter & Delegations

- Responsible to Shareholders for the
performance of the Company

- Board Sub-Committees :

Audit f Treasury f ESG / HSE / Risk
Management f Remuneration / RIIO-GD3

Risk Management

- Risk Policy & Appetite

- Risk Management Framework
Procedures

- Identifying and assessing risks and
controls

- Risk committee review and reporting

Internal Control System

- Organisational culture, values and Code
of Conduct

- Corporate structures, reporting lines and
accountabilities

- Delegated authorities

- Control processes, standards and
procedures

Audit and Assurance

- Underpinning framework and provides
independent assurance (internal and
external) to the Board on the
effectiveness of the internal contrals,
compliance and risk management

COMPLIANCE

=
&
e
c]
=
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Compliance Management

- Compliance reporting:

Metwork, Regulation, HSE and Finance
- Compliance processes and structures
including QA team

INTERNAL CONTROL
RISK MANAGEMENT

Figure 1- Corporate Governance Framework
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A Board Committee is a sub-set of an organisation's Directors that focuses on a specific area of expertise.
The Board Committees help the Board make better decisions by providing in-depth analysis and focused
expertise that can be shared back with the full Board. They also help the Board manage the volume of
work and plan future workloads. Board Committees can be either temporary (ad-hoc) or permanent
(standing). The structure of the committee should reflect the Board's strategic plans, the needs of the
corporation, and the topics being discussed.

The establishment of our RIIO-GD3 Committee to provide oversight and direction of the preparation and
submission for RIIO-GD3 was a strategic move to align our plans and direction with the anticipated
demands and stipulation of the upcoming price control. This involved appropriate challenge of the
Company’s assumptions for submission and deep dives into areas where there are material changes in
workloads, activities, costs, or approaches from the current control, together with a review of compliance
with Ofgem’s guidance.

WWU Board

Health and Safety

Committee

reviews safety and
environmental record and
activities

Audit Committee

monitors the adequacy of
internal controls, accounting
policies and financial reporting

ESG Committee

reviews the Environmental,
Social and Governance
activities

Risk Management and
Compliance Committee

operates under delegated
authority to identify the major
risks faced and determine a
suitable response

Treasury Committee

delegated financial risk
management, considers the
funding requirements

Remuneration Committee

considers the terms and
conditions of employment of
senior management, including
salary, bonus and pension
entitlements

RIIO-GD3 Committee

provides oversight and
direction of the preparation
and submission of the RIIO
GD3 business plan

Figure 2- WWU Board Committees
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In accordance with Ofgem’s requirements, we set out below the assurance statement made by our two
Sufficiently Independent Directors on our RIIO-GD3 Business Plan.

To: Ofgem

Subject: Sufficiently Independent Di r e ¢ Stadementof Assurance for Wales & West
Ut i | RIIBGDSBusinessPlan

As Sufficiently Independent Directors of Wales & West Ultilities Ltd (WWU, the Company), within Ofgem’s
definition, we (Mike Davis and Grant Hawkins) provide this statement of assurance regarding WWU’s
Business Plan for the RIIO-GD3 Price Control period 1 April 2026 — 31 March 2031. This statement is
made in accordance with Ofgem’s regulatory requirements and within their Business Plan Guidance.

1. Overview of the Business Plan

WWU'’s Business Plan outlines the Company’s strategic objectives, deliverables, financial projections and
financeability for the RIIO-GD3 period. It has been developed with input from key stakeholders and aligns
with the Company’s long-term vision and ambition as stated in their Business Plan; building on WWU'’s
consistently strong performance in safety, reliability and customer performance during RIIO-GD2 and
prior.

2. Governance and Compliance

We have been members of the Board RIIO-GD3 Business Plan Committee since its formation was agreed
by the Board in April 2023, with Mike Davis being appointed chair from the outset for formal meetings to
provide an unbiased, balanced direction and challenge.

A robust governance structure has been in place throughout the development of the plan, utilising
established governance frameworks and compliance mechanisms to ensure that all aspects of the plan
adhere to regulatory standards. This builds on WWU'’s experience during the RIIO-GD2 business planning
process.

The plan has been subject to multiple levels of governance, including WWU senior management, WWU
Executive Team, Board Committees and Board. This includes regular meetings, committees and
appropriate approvals up to Board level through all stages of plan development. All significant matters have
been discussed at the Board Committee and Board level, with appropriate decisions being taken there.
Further challenge has been provided by the Company’s ISG and assurance process which is detailed
through the Company’s Business Plan.

3. Financial Assurance

The financial projections included in the Company’s Business Plan have been thoroughly reviewed and
validated by WWU'’s Finance and Treasury teams. The Company continues to apply stringent financial
controls to ensure accuracy and transparency in its financial reporting.

We remain concerned over certain financial assumptions Ofgem requires the Company to use under
Ofgem’s two required models: the Ofgem Notional Company and the Ofgem Actual Company, which we
would like to bring to Ofgem’s attention as follows:

5 | Wales & West Utilities | Assurance Statement






Our RIIO-GD3 planning draws upon our established governance framework and leverages the
internationally recognised three lines assurance model. This model helps establish clear accountability for
data assurance while mitigating risks across different layers of the organisation.

Figure 3- The A Three Lines Model (The Institute of Internal Auditors, (2020) 7

GOVERNING BODY

Accountability to stakeholders for organizational oversight

Governing body roles: integrity, leadership, and transparency

MANAGEMENT INTERNAL AUDIT
Actions (including managing risk) to Independent assurance
achieve organizational objectives
First line roles: Second line roles: Third line roles:
Provision of Expertise, support, Independent and
products/services monitoring and objective assurance
to clients; challenge on and advice on all
managing risk risk-related matters matters related to

the achievement
of objectives

We also have a well-established Data Assurance Guidance (DAG) process for our annual reporting to
Ofgem, and the Business Plan assurance work is built on this (section 3.3) including the performance of
risk assessments (section 3.3.1). Our approach includes independent technical and risk-based external
assurance alongside our robust internal assurance to ensure an adequate level of review is applied and
recorded across the plan and builds on best practices.

First-line activities consist of managers and staff who are directly responsible for producing or managing
data, documentation and quality checks that support the data, giving them a deep knowledge with the
subject matter. They implement controls and take corrective actions to address any deficiencies.

Second-line activities are performed by a discrete, independent team to ensure compliance checking is
conducted. This line provides oversight and support to the first line. Our Senior Leadership and Executive
Team have been heavily involved here to provide an objective review of all aspects of our plan.

Third-line activities are carried out by independent and objective internal or external providers depending
on the specialisation required. The expertise can be divided into the following categories:

1 Engineering/Technical - where assurance requires an expert engineering/gas industry technical
background.

" The Institute of Internal Auditors. (2020). The /lA’s Three Lines Moadel: An update of the Three Lines of Defense. Retrieved from [IA
Website
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1 Regulatory - where a challenge is required around the methodology used and assumptions
against our requirements.

1 Financial - used for areas requiring specific financial expertise.

1 Model integrity - where a complex model is used and requires specialist external expertise to test
and challenge.

Further details of our external (including third line) independent assurance providers and a summary of
work undertaken by external consultants can be found in our external assurance activities section (5.4).

Line

First

Second

Third

Functions/ Individuals

Those directly

responsible for the day-

to-day business
activities in each area.

RIIO-GD3 Delivery team

Executive Directors
Senior Managers

Expert challenge
forums: (RIIO-GD3
Steering

group, Operations
Delivery

group, Stakeholder
insight round table)
Internal Audit

ISG

External independent
assurance

RIO-GD3 Committee
WWU Board

Activity

Action

Action

Action

Assurance

Assurance

Assurance

Accountability
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Roles

Produce data tables and/or narrative
documents relevant to their area and
Ofgem requirements,

Complete 15 line assurance activities
Manage risk within their teams.

Ensure the accuracy and reliability of what
they produce.

Provide objective review of documents.
Manage risk across the project.

Monitor compliance with Ofgem
requirements,

Provides oversight and support to the
first line.

{(assurance activities detailed in section 5)
Provide challenge to those with 1%t line
roles.

Assist with managing risk.

Provide complementary expertise,
support and monitoring.

Provide independent and objective
assurance and advice on the adequacy
and effectiveness of governance and risk
management.

Ensure activities are aligned with the
priorities of all stakeholders.

Provide independent and object
assurance on various aspects of the plan.

Ultimately responsible for submission
Ensure appropriate structures and
processes are in place for effective
governance (delegates responsibility).
Ensures provision of adequate resources
Take accountability and provide challenge
for the submission.



The DAG was first issued by Ofgem in January 2016 and applies to all Electricity and Gas Network
Companies. DAG is to be used by all network companies as a guide to the data assurance requirements
relating to data submissions made to Ofgem. It provides guidance on best practice for conducting and
reporting Risk Assessment and Data Assurance Activities to ensure complete, accurate and timely data is
submitted to Ofgem.

As stated in paragraphs 1.6-1.7 of the Ofgem Data Assurance Guidance: ‘The overarching aim of the DAG
is to reduce the risk to customers and other stakeholders of any inaccurate reporting by Licensees. DAG
applies to all Data Submissions made as part of the price control (both those that are regular and any other
ad-hoc requests as determined by Ofgem)’.

The guidance firmly places responsibility on each business regulated by Ofgem to ensure the integrity of
the data they each collect, analyse, and submit to Ofgem. We designed, built and operated a DAG
Directory which supports the evidencing and adherence to DAG requirements for each submission. The
process for assurance of annual returns is completed using our DAG Directory to ensure an appropriate
level of compliance and assurance as outlined in the Ofgem DAG Guidance document,

Data Preparer  Second Person  Internal Expert*

Business lead ~ Cempliance Officer  Exec Review

N

,, N

. = T Internal Audit*  External Regulation
Guidance from Ofgem e Audit/Expert™

Purpose built workflow system . Roles and reviewers
(which closely following Ofgem Guidance aSS|gnEd to each submission

requirements and allows WWU to manage the *depending on risk assessment
DAG process from beginning to end)

Figure 4 WWU approach to DAG requirements

Applying the DAG process to the Business Plan process makes use of existing and well-established
controls that WWU already has in place and ensures that validation is completed across the Business Plan.

The first part of the DAG process is to complete a Risk Assessment for each of the Business Plan
documents. The Risk Assessment process is a robust review considering the impact and probability
metrics for each document submission. More information on the risk assessment criteria can be found in
Section 4.3.

The Risk Assessments for each Business Plan document were completed and scored by the Business
Lead responsible for each of the Business Plan documents. The Risk Assessments and scores were then
reviewed by the Business Plan Delivery Team with support provided by the Regulation and Internal Audit
teams to assess the risk assessment scores to determine which of the documents should be subject to
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the application of additional assurances which can include Internal Expert, Internal Audit and External
Assurance.

3.3.2Submission Review
Each document submission within the Business Plan is subject to the DAG process, with reviews and
approvals completed by each of the mandatory reviewers as outlined below.

The individuals chosen for reviewer roles for each Business Plan document have been selected specifically
due to their knowledge and experience within each area and subject. The Business Plan team alongside
the DAG Compliance Officer and Regulation team ensure that all reviewers and personnel involved are
given full support and guidance to ensure that the DAG process is followed appropriately, maintaining the
level of high-quality assurance and validation already in place for annual submissions. Specifically for the
Business Plan submission, the Business Plan Assurance team have provided high levels of support and
guidance to ensure that the requirements for the Business Plan submissions are met.

These roles and reviewers are mandatory for all submissions under the DAG process.

Data Preparer

- Responsible for formulating and completing the submissions data
- Ensure the accuracy and completeness of the submission Not mandatory but WWU apply
- Upload the final submission to the DAG directory ahead of approvals to a|| submissions:

Data Preparer
P Second Person Review

- Review and confirm that the methodology statement is correct

- Ensure there has been proper extraction of the data from underlying
source records

WWU appoint a DAG
@ Compliance Officer to oversee
the process and to help

- Understand the nature of the submission and the data and have an m ensure the DAG process is
expectation of the values to be reported applied and monitored to

- Second Person review is to be documented in a templated review form Compliance Officer ~ prevent misreporting and

(Bieinoss Load Raviaw. ensure deadlines are adhered
~The business lead reviewer takes ownership of the submission 15

- Agree all deadline dates and responsibilities of reviews

- High level knowledge of the submissions data and where the data is
derived from is required

- No review form is required at this stage of approval

Second Person

A senior member of the
Regulation team reviews and
signs-off all submissions which
completes the DAG process.

Executive Review Regulation

- Undertake an analytical review of the data submitted
- Assess whether the return contains the expected data values

Business Lead

)9

Exec Review

Figure 5 Roles and Approvals within the DAG Process

Once the Business Plan document submission is uploaded to the DAG Directory by the Data Preparer, it
is then subject to the mandatory reviews as listed in Figure 5 and in the process diagram in Figure 6. The
DAG Directory follows a workflow process, and each reviewer can either approve or reject a submission.

Approval will move the submission to the next reviewer in the process, whilst rejecting the submission
sends it back for amendment and re-submission as required. All comments made through the portal
throughout the review process are recorded, and where required as part of the process, review forms are
completed and uploaded to the portal (required to be completed by the Second Person and Internal Audit
reviewers),
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1. Submission uploaded
by Data Preparer

2. Mandatory Second

Person R
Performed

3. Assurance Activities
performed (if
applicable)

- Internal Expert Review

4. Mandatory review

_ | and sign-off completed
"| by Business Lead (Table

Owner)

A4

5. DAG Compliance
Officer Review

7. Assurance Activities
performed (if
applicable) >
-Internal Data Audit
-Internal Process Audit

9. Submission in DAG

8. Regulation Directory is complete

Review and Sign-off

6. Exec Owner Sign-off -

and data is stored

Figure 6- DAG directory process

We developed clear lines of ownership for all sections of our Business Plan submission.

We have a culture that empowers our senior managers to act and deliver for their areas of responsibility.
We have a skilled and experienced RIIO-GD3 team, which utilises line managers and staff with appropriate
skills and knowledge from across the business.

The WWU Board has owned and is accountable for the submissions and the business planning processes
that underpin all aspects of the Business Plan. The Board has ensured sufficient focus and challenge on
the Business Plan by creating a specific Board Committee to oversee its development.

Overall accountability for the preparation and production of the RIIO-GD3 Business Plan has rested with
our Chief Financial Officer, who is responsible for the Business Plan and Regulation functions within WWU.

Robust assurance and governance of Business Plan submissions is vital if stakeholders, including Ofgem,
consumers and other interested parties, are to have confidence in the information presented. We aim to
be transparent about how we balance the needs of our customers and other stakeholders, our strategic
plans as a business, and the provision of a fair return for our investors.

We outline our performance each year within our annual Strategic Performance Overview and hold
ourselves to account should we not meet our commitments.
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We have established a comprehensive approach to risk and has embedded risk management into our
business decision-making process. The key components of the risk management framework are shown
in the diagram below:

Key Components of the Risk Management Framework, Ownership and Frequency

Corporate Risk assessment and oversight together  Risk Monitoring

with reporting of Principal Risk 1 Review of company risks and reported principal
1 Top risks from a strategic level risks together with mitigating actions
1 Ownership: Board 1 Review of key functional risks and mitigating
1 Frequency: 6 monthly for Corporate risks actions
and Principal risks 1 Ownership: Executive Team / Risk Management

and Compliance Committee
1 Frequency: at least Quarterly

Risk Appetite Assessment Functional Risk Assessments and Reporting
1 Acceptable level that risks should be 1 Key risks for each functional unit
managed to 9 Escalation of key risks to the Executive Team /
1 Ownership: Board Risk Management and Compliance Committee
1 Frequency: Annual review 1 Ownership: Functional Leadership team
1 Frequency: at least Quarterly
Enterprise Risk Management Framework Risk Assurance Mapping
1 Oversight of the Enterprise Risk T Working to map key risks to assurance activities
Management Framework 1 Ownership: Management / Internal Audit / Risk
1 Ownership: Risk Management and Management and Compliance Committee
Compliance Committee 1 Frequency: Biannually

1 Frequency: at least Quarterly
Figure 7- Risk Management Framework

Our risk management process continues to be based on assessments of operational (including health and
safety), regulatory, financial and other business or project risks. Key business departments prepare and
maintain their own risk registers that capture their key risks and the actions being taken to manage them.

These risk registers support the Company’s corporate risk register, which incorporates risks that are
viewed as important to the Company from an ongoing risk management and mitigation perspective. Senior
management is actively involved in the review process, whether that be through discussion at relevant
committees, or during review and challenge from our Internal Audit function.

The RIIO-GD3 delivery team has managed a risk register of both delivery and project risks relating to the
Business Plan submission since the project’s inception in December 2022, The register records and
monitors relevant risks, key risk indicators, and key controls to demonstrate that the risks are being
mitigated to an acceptable level.

The Business Planning Project Manager owns the register; however, risks and their relevant actions and
controls are owned by senior managers across the business.
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=19 Risk
Score?

Support
needed to
progress?

Figure 8-RIIO GD3 Risk Governance Framework

Risks are identified either through the initial
planning phase (by the RIIO-GD3 Delivery
team) or during the project's delivery phase
(by anyone involved) and updated regularly
through the relevant working groups or
project management  office  (PMO)
meetings. Any risk deemed to reach a
critical risk score threshold defined in the
planning phase (>19) is then challenged and
reviewed by the wider team before
escalating to the appropriate management
level.

The risk register proved a key enabler in the
development of the Business Plan,
revealing evidence gaps, highlighting high-
risk areas, and influencing changes to ways
of working.

At project closure, outstanding risks which will endure and need ongoing management through the delivery
of RIIO-GD3 will be handed over to the appropriate department to monitor and control.

4.3 Risk Assessments

13

[ Data Risk Identification ]

:

*assess impact of Risk for each submission

Historical

sdetermine overall Impact Metric Score
Errors

should

*assess probability of Risk for each submission .
inform

future Risk

sdetermine overall Probability Metric Score ]
Assessments

sdetermine Total R.isli

[ Data Assurance Activities ]

Figure 9-DAG Data Risk ldentification
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We utilised the DAG Directory to complete
the Risk Assessment process for all
document  submissions. The DAG
Directory workflow follows the Ofgem
DAG risk assessment requirements.

The risk identification has been completed
using Ofgem’s five stage process which
assesses the overall risk for each data
submission determined by both the
probability of it containing an error and the
impact this error could have across key
drivers.

The risk scores that have resulted from
the risk assessment have then informed
the choice of appropriate data assurance
activity for each submission.



Together with our Board, and Board Committee we set 6 overarching objectives for our assurance
programme process to ensure that we meet Ofgem's requirements, and to provide a robust, accurate
submission that meets customer expectations and needs.

- Objective 1: Our plan and supporting appendices address the minimum requirements set out in
Ofgem’s Business Plan guidance (latest published on 30 September 2024).

- Objective 2: All relevant documents have been prepared in line with, and assured that they comply
with, Ofgem’s Data Assurance Guidance (DAG).

- Objective 3: All appropriate aspects of our plan have been subject to challenge by our ISG and
are informed by stakeholder engagement.

- Objective 4: The Business Plan outputs provide value for consumers and are deliverable.

- Objective 5: Expenditure forecasts have been produced using a robust and efficient process.

- Objective 6: All submission documents have been developed in line with their relevant
templates/and or guidance from Ofgem.

These objectives provided focus points for the evidence needed to provide the assurance required for our
plan. We have followed our process and delivered all objectives in line with our expectations and Ofgem’s
requirements.

Upon completing the governance and assurance process, and before finalising our RIIO-GD3 Business
Plan for submission, we instructed KPMG to conduct final assurance checks. These checks were designed
to provide assurance to the Board and Board Committee that the Business Plan meets the criteria which
the Board agreed and formally approved. Specifically, that the Business Plan is sufficiently scrutinised by
the Independent Stakeholder Group, that it is Efficient, Financeable, Deliverable, and fully compliant and
meets with Ofgem’s guidance and consumer’s needs. Summary of this work is set out below:

KPMG conducted a review to evaluate the extent and type of challenge and assurance activities that have
been undertaken by WWU over their RIIO-GD3 Business Flan. The purpose of the review was to identify
the coverage (i.e. existence) of the challenge and assurance that has taken place over their RIIO-GD3
Business Plan. As part of this work KPMG did not conduct assurance activities or assess the quality or
accuracy of the assurance activities that have taken place. KPMG and WWU agreed a set of nine areas to
be reviewedsassessed against WWU's assurance programme. These areas were derived from Ofgern’s
Business Pian Guidance and were as follows:

1) Robust governance and assurance programme structure
Za) Challenge over accuracy

2b) Challenge over ambition

2Zc) Challenge over efficiency

2d) Challenge over customer interest

3) Assurance over chapter-specific Business Flan requirements
4) Assurance over financeability of the Business Flan

ba) Assurance over Clarity

bb) Assurance over Credibility (Deliverability)

| Wales & West Utilities | Assurance Statement
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Against each of these areas KPMG requested evidence (and held walkthroughs) to demonstrate the
challenge and assurance activities undertaken across first, second and third line teams that had taken
place in that area.

Overall KPMG identiffied evidence of multiple challenge and assurance activities in all nine areas reviewed:

1 For all nine areas, no significant gaps were identified between the agreed Ofgem assurance
requirements and the coverage of challenge/assurance that has laken place over the Business
Plan (in most cases this has included assessment and review by senior management, working
groups and steering groups).

1 Three areas (1, Zc, 2d) demonstrated evidence of assurance which would align with what KPMG
observe as good practice, showing existence of granular formal challenge and assurance
(including by third parties) across first, second and third line teams.,

1 One area (Pa — challenge over accuracy) demonstrated evidence of what KPMG has observed as
leading practice assurance coverage through well documented first, second and third line
assurance activities tracked through a central Data Assurance Guidance (DAG) system which
allows for the formal tracking of reviews / feedback as well as the maintenance of an audit trail (in
some cases, feeaback provided overiaps with the other eight areas).

As a result of the work undertaken in line with the scope above, KPMG noted no significant gaps against
Ofgem’s assurance requirements.

WWU's Internal Audit annual plan is aligned to WWU's strategic priorities. The plan is developed through
extensive engagement across the business along with a broader consideration of the key risks we face. In
devising the plan for 2024 the RIIO-GD3 Business Plan planning process was considered an area where
additional independent and objective assurance should be sought, and the plan and this approach was
signed off by WWU's Audit Committee in November 2023. The Internal Audit annual plan is reviewed
regularly with the business to accommodate changing business priorities or changes in the risk landscape
to ensure the plan remains relevant to WWU. All changes are subject to approval by WWU’s Audit
Committee.

In discussion with management, it was agreed that an audit, with its associated audit opinion, which is
necessarily up to a point in time, would not best add value to management’s required actions. Furthermore,
any matter noted by Internal Audit would be best received in real-time, rather than in a final report, to
enable management to quickly react ensuring workflows remained on track to the deadlines.

Internal Audit therefore acted as a ‘critical friend’ to management, observing management’s actions and
feeding back in real time any recommendations and observations enabling management to enhance the
outcome delivered.

The review considered RIIO-GD3 work from April 2024 through to WWU'’s final submission in December
2024, with written updates provided to the Audit Committee at the end of Q2 (June), Q3 (September) and
Q4 (December). As noted, the engagement with management remained continuous throughout this time
with management reporting up to the Board RIIO-GD3 Committee on a monthly basis.
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The objective of the review was to provide a critical assessment and to feedback to management across
the following key areas:

il

1

Planning: are the project’s goals, scope, timeline, and resources sufficiently aligned to Ofgem’s
requirements and the submission deadlines;

Execution: is the project following the planned approach to meet Ofgem’s requirements; including
an assessment of whether WWU’s senior management understand what is required from them
and when;

Governance:; including any decision-making framework applied (including composition of
committees exercising oversight and decision making), the clarity of roles and responsibilities, the
tempo and quality of communication and reporting and WWU’s approach to risk management of
the Business Plan process;

Independent Stakeholder Group: whether sufficient engagement and insight is provided to ensure
that the consumer voice is heard in developing WWU’s Business Plan;

Closure: is a sufficient audit trail being maintained in a form appropriate for potential later review
and/or challenge;

Lessons Learned: that these are captured, analysed, considered, implemented, and sustained.

In discharging this remit Internal Audit have:

= =4 =

f
f

Assessed the Lessons Learnt as captured from the RIIO-GD2 process;

Assessed the RIIO-GD3 planning process including a review of key documentation;

Attended planning meetings at all stages and levels of the RIIO-GD3 Business Plan process;
Interviewed and undertaken ongoing engagement with members of the RIO-GD3 Board
Committee, including the Independent Non-Executive Directors (Sufficiently Independent
Directors);

Interviewed members of the Independent Stakeholder Group (ISG);

Conducted a survey of WWU'’s senior managers.

The work undertaken concluded that some enhancements could be made to optimise the process rather
than any fundamental and significant changes being required. Such enhancements included increased
engagement with stakeholders providing review and independent challenge, and even greater signposting
of timelines and deadlines to ensure progress at key stages. Such enhancements were suggested to
optimise what was found to be a well-planned, robust and well-executed process, to ensure the final
output was strengthened drawing on the collective expertise of all those central to the process.

It was noteworthy that management took immediate action to enact enhancements following the
observations received from Internal Audit.

Internal Audit’s work will continue beyond the December Business Plan submission to ensure that lessons
learnt through the process are captured and carefully considered to enhance future planning processes to
be delivered in line with Ofgem requirements.

16
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It was clear that the challenge and scrutiny provided by our Customer Engagement Group (CEG) during
RIIO-GD2 business planning helped us develop a high-quality RIIO-GD2 Business Plan reflecting the views
of consumers and stakeholders, and therefore we maintained our CEG into RIIO-GD2 delivery. This meant
that the established group were quick to get started in response to a re-focus by Ofgem in Spring 2024,
whereby the name was changed to the Independent Stakeholder Groups (ISG).

To make sure our ISG was fit to take us through RIIO-GD3 business planning, we reviewed the group
membership with our ISG chair and adjusted accordingly to ensure the expertise and breadth of the
Group’s membership best enabled it to challenge WWU’s Business Plan adding value to the final
submission and ensuring the views of stakeholders and customers were heard. We also introduced a high-
level secretariat, to make sure the chair, deputy chair and members had the administrative support they
needed. WWU and the ISG jointly agreed on a work programme including monthly meetings and subgroup
meetings.

The ISG played a key role in several areas. They oversaw the creation of specific key stakeholder questions
that WWU workstream leads used to gather evidence from stakeholders and consumers. The ISG
supported the development of engagement content, ensuring that the methods were unbiased and that
the appropriate stakeholder groups were invited to participate. During the development of our RIIO-GD3
commitments and level of ambition, the ISG assessed WWU'’s interpretation of stakeholder feedback. They
also challenged the business on their proposed RIIO-GD3 commitments, in line with Business Plan
Incentive (BPI) Stage C requirements. This process was facilitated by the creation of Stakeholder
Justification Papers bringing together the methods of engagement, stakeholder groups engaged, key
messages and conflicts in stakeholder feedback. They scrutinised the development of the 100-page
Business Plan, along with supporting strategies and action plans, to ensure they represented customer
and stakeholder interests, providing an independent statement signed by the ISG chair? to this effect.

Through 2024 we worked with Sirio Strategies to make sure our engagement insight was analysed and
triangulated. In the first instance analysis was carried out manually, and this evolved into us becoming one
of the first adopters of the Al engagement analysis tool created by Sirio Strategies.

The Al tool enables swift and accurate analysis, synthesis and triangulation of insight, which has sped up
the process of accessing precise and true analysis of stakeholder insights. It gives us the ability to quickly
follow up the answer to a question with further questions, to develop a thorough understanding of
consumer and stakeholder insight. The tool works by analysing our engagement insight data, associated
robust industry and other reports and credible third-party engagement insight further detail of this work
can be found in Sirio’s report “WWU RIIO-GD3 Triangulation Assurance Document’®

The external assurance activities for specific documents was decided for parts of the submission where:

T The DAG risk assessments identified that the submission would benefit from external assurance
due to its risk indication; and/or.
1 There wasn’t independent technical knowledge elsewhere within WWU to assure the submission.

2 62, Statement from ISG
3 57B WWU GD3 Triangulation Assurance Document

| Wales & West Utilities | Assurance Statement
17



A summary of external work is below:

External
Provider
ICS

Aqua

Economic
Insight

Turner &
Townsend

Gartner
Long O

Donnel
Associates

Economic
Insight

Sirio

KMPG

Oxera

Frontier
Economics
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Scope

Assurance of GD3 Asset Risk
Models

Provided challenge and support to
provide confidence that the
business cases put forward in four
high risk EJPS are robust, compliant
with the RIIO3 guidance, and
justifiable to Ofgem

Reviewed CBAs of four EJPs
against a checklist developed from
Ofgem’s Business Plan guidance. A
‘line-by-line’ review was also
undertaken to check that the
analysis is being implemented
correctly.

Assure our cost component model
ensuring assumptions are
appropriate and calculations correct
IT benchmarking review across the
sector

Pipeline feasibility studies,
engineering studies to determine
risk and options for our large
pipeline projects.

Benchmarking analysis using

total factor productivity (TFP) data to
arrive at estimates for

an appropriate ongoing efficiency
(OE) challenge for gas networks at
RIIO-3.

Al triangulation as per Section 5.3.1
of this document

Review of systems and processes
that WWU has used, and followed,
to meet their Governance and
Assurance Objectives, as well as
ensuring that appropriate challenge
is in place around the evidence
underpinning the Business Plan.
Various reports.

Various reports
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Reference

35 Network Asset Risk Metric (NARM) BPDT

36 Network Asset Risk Metric (NARM) BPDT Commentary
36 A NARMSs Appendix (ICS)

7 (IDP) HS007- EJP

9 (IDP) HWO009/HWO010 - EJP

18 (IDP) Mandatory Programme (incl. Stubs)- EJP

20 (IDP) Non-Mandatory Programme (Iron/Steel) - EJP

8 (IDP) HS007-CBA [HS007]

10 (IDP) HWO009/HWO010-CBA [HWO009/HWO10]

19 (IDP) Mandatory Programme (incl. Stubs)- CBA [Mandatory
Programme]

21 (IDP) Non-Mandatory Programme [Non-Mandatory mains]
22 (IDP) Mains & Services - Tier 3 CBA [Non-Mandatory maing]
23 (IDP) Mains & Services -Steel CBA [Non-Mandatory maing]
24 (IDP) Mains & Services Tier 2 CBA [Non-Mandatory maing]
60 Cost Assessment and Benchmarking Approach

60D Mains Replacement Cost Model Assurance report (Tumner &
Townsend)

59 IT and Telecoms Strategy

59A IT Benchmarking Report

5 (IDP) LTS Pipelines - General Pipelines- EJP

6 (IDP) LTS Pipelines - General Pipelines- CBA [LTS Pipelines]
7 (IDP) HS007- EJP

8 (IDP) HS007- CBA [HS007]

9 (IDP) HWO009/HWO010 - EJP

10 (IDP) HWOQ09/HW010- CBA [HW009/HWO10]

31 Business Plan Data Templates (BPDT) Master

32 Business Plan Data Templates (BPDT) Commentary Master
60 Cost Assessment and Benchmarking Approach

B60B Ongoing efficiency at RIIO-3 (Economic Insight)

57B WWU GD83 Triangulation Assurance Document (Siro)

57 Assurance Statement

58 Finance annex
60 Cost Assessment and Benchmarking Approach
58 Finance annex



Min

Ofgem developed a Business Plan Incentive (BPI) framework to overcome information asymmetries between Ofgem and the companies and to motivate companies to develop high-
quality, ambitious, Business Plans that embed efficiency and represent value for money for consumers. This section sets out how we have addressed the sections of the framework
in our submission.

Stage A focuses on the completeness of the submission and sets out 11 requirement references that are required to be met on a pass/fail basis. We have set out these
requirement references below as per Ofgem Business Plan Guidance 4 and where the evidence meeting them can be found:

Req.

Ref

Business P
Area

Load And
Regional
Strategies

Secure and
Resilient
Supplies

Managing
uncertainty

Quality of
Service

lan

Where applicable, the gas network company must provide evidence of how any proposals included in its Business
Plan for investment to prepare the network for decommissioning, repurposing for hydrogen or CCUS, or other
hydrogen-related costs are justified to be funded through RIIO-3, including explaining why the costs reflect the
decisions we set out in the Future of Gas chapter of our SSMD Overview Document

The network company must develop its Business Plan using FES 2024 Holistic Transition pathway in accordance
with the requirements of the relevant sector-specific guidance in Chapter 4 of the Business Plan Guidance.

The network company must provide evidence of how its RIIO-3 Business Plan ensures the continued resilience of
the network through its non-load related expenditure. This must include plans to effectively manage the impact of
asset age and condition, extreme weather events, cyber-attacks and the physical security of its network.

For non-mandatory repex workload proposals, the GDN must provide evidence that it has considered alternative
options and deferral of investment

The network company must provide evidence of how it decided which projects or programs should be included in its
RIIO-3 baseline funding request, and which should be subject to an uncertainty mechanism, with reference to cost
confidence, the level of project development and delivery implications of seeking later project approval.

The network company must provide evidence of how its RIIO-3 Business Plan will deliver a high quality and reliable
service to consumers and network users, including through the provision of a reliable supply and excellent customer
service

4 RIIO-3 Business Plan Guidance
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Document Reference

-1 Business Plan Main Document Section
3.1. Supporting Net Zero

3.5 Our Innovation Strategy

-55 Innovation Strategy Section 3 Our
Network Innovation Approach to meeting
Net Zero Decarbonisation

-1 Business Plan Main Document Section
3.1. Supporting Net Zero

-3-30 IDPs

-49 Climate Resilience Strategy

-Cyber Business Plan

-56 Network Asset Management Strategy
-3-30 IDP’s

-1 Business Plan Main Document

-60 Cost Assessment and Benchmarking
Approach

-32 Business Plan Data Templates
(BPDT) Commentary Master

-1 Business Plan Main Document
Sections 2.2 Outputs and Incentives and


https://www.ofgem.gov.uk/sites/default/files/2024-07/RIIO-3_Business_Plan_Guidance.pdf

5 Environmental
Impact

6 Stakeholder

Engagement

7 Innovation
Strategy

8 Workforce and
Supply Chain
Planning

9 Cost

10 Cost

11 Engineering
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The GDN must provide evidence that its Business Plan has been informed by its vulnerability strategy, particularly in
relation to how it will deliver customer service activities and other activities to support consumers in vulnerable
situations. The GDN’s vulnerability strategy must have been developed and maintained based on engagement with
stakeholders.

The network company must provide an Environmental Action Plan, in a manner prescribed by the relevant guidance,
containing evidence of how its planned activities mitigate the environmental impact of its network.

The GDN must provide evidence that it has worked with stakeholders to develop targets to reduce shrinkage by the
end of RIIO-3, and the EAP must explain clearly how the GDN will deliver against these targets.

The network company must include a summary, using the template provided, demonstrating how it used
engagement with key stakeholders (e.g. connection customers, consumer groups, local communities) to inform the
development of its Business Plan, and must provide evidence where this engagement has had tangible impacts on
the contents of its Business Plan, including (where applicable) where decisions have been taken in a manner
contrary to the stakeholder feedback.

The network company must include a statement signed by the relevant ISG Chair, in accordance with the
requirements of para. 2.10 of this Business Plan guidance.

The network company must provide examples and evidence of how its RIIO-3 Business Plan leverages new
technologies or innovative practices, including the deployment of solutions, to achieve the overall RIIO-3 outcomes
(as set out in the RIIO-3 SSMC para.2.1).

The network company must provide evidence through its Workforce and Supply Chain Resilience Strategy of how its
RIIO-3 Business Plan meets workforce and supply chain needs and will manage the challenges presented by the
energy transition and associated investment requirements

The network company must provide information in their Business Plans on: cost drivers; consideration of options;
justification of costs, including proposed profiling of costs. Evidence should be provided showing how the network
company produced its cost forecasts, including justification of costs, any considerations of alternative options to the
one submitted and why it submitted a certain profiling of costs, especially where the latter deviates from historical
trends; and how efficiency improvements and innovation will be delivered to reduce costs and/or add value for
money for consumers over the RIIO-3 period.

The network company must complete the Business Plan Data Templates (BPDT) and tab by-tab commentary in
accordance with the Ofgem BPDT guidance

The network company must provide Engineering Justification Papers (EJPs) which include the information requested
in the IDP guidance
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2.3 Protecting our customers and
communities

-62 Vulnerability Strategy

-56 Network Asset Management Strategy
-62 Vulnerability Strategy

-48 Environmental Action Plan

-48 Environmental Action Plan

-54 Stakeholder Engagement and
Decision Log

-53 Statement from ISG Chair

-55 Innovation Strategy

-50 Workforce and Supply-Chain
Resilience Strategy

-60 Cost Assessment and Benchmarking
Approach
-55 Innovation Strategy

-31Business Plan Data Templates (BPDT)
Master,-33 (WWU Company Specific)

-32 Business Plan Data Templates
(BPDT) Commentary Master

-35 Network Asset Risk Metric (NARM)
BPDT

-3-30 (EJPs only)



Stage B assesses whether the costs submitted as part of the Business Plan are adequately justified and efficient using separate methodologies based on whether the cost is bespoke
(individual to our network) or comparative (can be compared to the other Gas Distribution Networks (GDNs)). For more information about our costs please see our Cost Assessment
and Benchmarking Approach document (60).

Stage C assess the quality of the Business Plan regarding its overall clarity and the ambition of the commitments contained within it using the Ofgem scorecards. These are split into
the Overall Clarity Scorecard and the Business Plan Commitments scorecard.

We have set out how we have achieved ‘outstanding’ in each of the criteria below from the ‘Overall clarity scorecard’.

Criteria Outstanding Justification (currently taken from scorecard)
Overall description for The Business Plan as a whole is presented in a clear and coherent manner with a strong golden thread running through it, as demonstrated by the following
rating criteria:
Layout and structure Our 100-page main Business Plan document (Document 1) is 5 sections made up of chapters. Each chapter is clearly labelled with numbers and sections
differentiated with colour. We have included summaries of each section and added Size&
the

- the
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