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complexities of wholesale costs,

* Tfaile adequately 1o reflect forward projections and the volatility of the
wholesale market,

* the analysis of itself in any event does not suggest that there is scope for

period npower's gag prices increased by 27%. This demonstrates that over recent
years we have protected Customers by attenuating price increases during a pariod of
rocketing commodity costs. This “smoothing” of retail prices on bahaff of customers
can and should continue as long as it is also associated with a sustainable position
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which our operations in this country are subject in comparison to other countries in
Europe and of the difficulties in the UK market at this time. It does seem a litle

to us that you should issue @ press release calling on the chief p
executives to explain their positions on Pricing against this backcloth. :

A retail price tommentary cannot be baged only on a nairow view of whbloaala costs
and in any event wholesale costs need to be weighed against increases in other

costs. The industry is currently o

xperiencing strong upward pressure on a range of

costs including transportation charges, CERT, CESP, sodial obligations and

regulatory compiiance. Indeed
emphasise the upward pressure

Ofgem’s fact sheets on the breakdown of bills

sheet 81 of 06.08.09, CERT costs are now £45 per year for a customer using gas

recession, crestes a huge exposure to customer credit risk.
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the steep contango we currently see in forward commodity curves. The Ofgem
Quarterly analysis projects wholesale costs forward only to January 2010 and does
not project forward any other cosis.

summarised in this latter. Andy is away this week but | know that he believes, as do
l, this to be a matter of great importance. Kevin Miles, owr CEQ Retail, and 1 would
be pleased o meet at your conveniencs, prior to the publication of YOUr next
Quarterly analysis and our technical team would also make themselves avaitable to
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meet again with your analysts whenever re

know any times when thi

Yours sincerely

Guf Johnson
Director of Regulation

Enc
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S could be possibla.

quired. Please ask your office to let us
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