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}Instructions for Use of CBA in PR09

}Implications of the Instructions

}Case Study

}Trouble with Benefits Valuation

}Surely there must be a better way?



}Companies will submit a business plan which:

ƁFits with its strategic direction statement

ƁDelivers statutory requirements

ƁIs in line with consumer priorities

AND

ƁIs cost beneficial at the overall and component level



}To justify its investment proposals the company 
should demonstrate that the benefits of its 
investment are maximized relative to costs at the 
strategic level and that the benefits of each 
project exceed the associated costs. We therefore 
require each company to use cost benefit analysis 
to estimate monetary valuations of the benefits 
accruing from its investment, so they can be 
directly compared with the costs.

PR09 FBP Guidance to Companies Part C8
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}There is quite a spread in Cost Base costs for the 
same construction item across companies

}10%- 15% accuracy in costs
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}Guidance was given on 
where to look (Ofwat 
PR09/08)

}It took a while to get 
to grips with the 
subtleties

}Sum of benefits 
depends on what you 
include

Benefits
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