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PR19 final determinations: United Utilities – Delivering outcomes for customers final decisions 

In our draft determinations we published the ‘40TDelivering outcomes for customers actions and interventions’40T document for each company. This document set out the actions from our initial assessment of 
plans, a summary of the company’s response to the action, our assessment of the company’s response, and the interventions we made as part of the draft determination. It also set out any interventions 
that did not result from an initial assessment of plans action, which we made as part of the draft determination. 

This final determination document sets out the decisions we make for the final determination in response to representations received on our draft determinations and any other changes for the final 
determination. 

Table 1 below sets out the draft determination decisions on performance commitments that were the subject of representations from the company, a summary of the company representation, our 
assessment and rationale for the final determination decision and our decisions for the final determination. Table 2 sets out the draft determination decisions on performance commitments that were the 
subject of representations from other stakeholders, a summary of the other stakeholder representations, our assessment and rationale for the final determination decision and our decisions for the final 
determination. Table 3 sets out any changes for the final determinations that are not resulting from representations received relating to the company.   

Each performance commitment has a unique reference. The prefix ‘PR19UUW’ denotes United Utilities. 

For all other documents related to the United Utilities’ final determination, please see the 40Tfinal determinations webpage40T49T. 

Our ‘Outcomes performance commitment appendix’ for the company is published alongside this document. These documents are intended to be fully consistent. In the event of any inconsistency, then the 
‘Outcomes performance commitment appendix’ takes precedence in all instances. 

Table 1: United Utilities - Representations in response to the draft determination  

Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Overarching 
representation 

ODI rates N/A In its May 2019 submission, the company argues 
that our approach of defining reasonable ranges 
using +/- 0.5 standard deviations from the mean 
gives too much weight to outlier values. It notes that 
in some cases we have discarded extreme outliers, 
but proposes that we instead do so more 
systematically by using an upper and lower quartile 
approach to defining our ranges. 

Change for the final determination. 

We change our approach to defining reasonable ranges for a 
subset of performance commitments. We have set out in the 
either table 1 or 3 in this document in all cases where this affects 
the company’s ODI rates. 

We change our approach to 
defining reasonable ranges for a 
subset of performance 
commitments. 

Water Quality 
Compliance 
(Compliance Risk 
Index) 

PR19UUW_A01-CF 

Caps, collars and  
deadbands 

To achieve fast-track status at the 
initial assessment of plans United 
Utilities Water agreed to a series 
of actions on its performance 
commitments. These resulted in 
increases in the stretch on some 
key performance commitment 
levels including Compliance Risk 

The company welcomes the change in the 
Compliance Risk Index (CRI) deadband at the slow 
track draft determination but still considers that they 
are too tight and will result in lots of companies 
facing penalties despite good quality water. It 
proposes the deadband at the same level as the 
industry average of 3.50.  

Change for the final determination. 

We amend the deadband for CRI to a score of 2.00 throughout 
the period reducing the risk of underperformance penalties in the 
last three years of the 2020-2025 period. This allows more 
flexibility in performance to take into account the uncertainty 
created by the ban on the use of metaldehyde being overturned 

The following is a sector wide 
change. 

We set a revised standard 
deadband for all companies. The 
deadband profile for the 
Compliance Risk Index is:  

2020-21 = 2.00  

https://www.ofwat.gov.uk/publication/pr19-draft-determinations-united-utilities-delivering-outcomes-for-customers-actions-and-interventions/
https://www.ofwat.gov.uk/regulated-companies/price-review/2019-price-review/final-determinations/
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Index. Specifically, the company 
agreed that it should set a 
deadband at 1.50 and collar at 
9.50 for each year of the 2020-25 
period.    

Unit = Compliance Risk Index 
Score  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The intervention we 
made for all companies at slow 
track and significant scrutiny draft 
determination was to set 
performance commitment levels 
at: 

2020-21= 2.00  
2021-22= 2.00  
2022-23= 1.50  
2023-24= 1.50  
2024-25= 1.50   

Unit = Compliance Risk Index 
Score 

It states that scores are volatile from year to year – 
the average change in company score between 
2017 and 2018 was 2.00 and it considers that this 
reflects normal variation rather than real differences 
in water quality performance.  

It expresses that the potential for underperformance 
penalties might be offset by improving performance. 
However, it is highly likely that there will be changes 
to drinking water standards during the period 
(specifically associated with the recasting of the 
Drinking Water Directive in 2022 or earlier), which 
will make achieving targets more problematic.  

It refers to Drinking Water Inspectorate’s (DWI) 
expectation as set out in its response to our Water 
2020 Consultation from 2017 in which it said that 
‘companies aspire to continuous improvement and 
results of at least at a level that is equal to or below 
the national average’. Therefore, it considers that a 
deadband of 3.5 would be appropriate based on 
2017 average and penalties should apply above a 
deadband of 3.50, otherwise a majority of 
companies would have incurred penalties in each of 
the last three years (on average, 70% of 
companies). 

by the High Court and also aligns with the median level of 
current company performance.   

Analysis of the company data from 2016, 2017 and 2018 shows 
that the median for all companies for these years respectively is 
2.83, 2.31 and 2.09. This suggests that a deadband of 2.00 is 
appropriate and the data suggests an improving trend. A 
deadband set at the levels we are proposing allows for some 
fluctuation in performance, whilst providing a strong incentive to 
minimise compliance failures 

Please refer to the ‘Delivering outcomes for customers policy 
appendix’ for more detail on this sector wide change.  

The Drinking Water Inspectorate’s (DWI) response to our PR19 
methodology is over two years old. We have been in 
consultation with the DWI throughout all phases of PR19, 
therefore we do not consider that this is a relevant comparison. 
The DWI considers that a standard deadband level of 2.00 for all 
companies is appropriate. 

 

2021-22 = 2.00 
2022-23 = 2.00  
2023-24 = 2.00  
2024-25 = 2.00  

Unit = Compliance Risk Index 
Score 

Water Supply 
Interruptions 

PR19UUW_B03-WN 

Performance 
commitment levels 

To achieve fast-track status at the 
initial assessment of plans United 
Utilities agreed to a series of 
actions on its outcome delivery 
incentives package, including 
water supply interruptions. 
Specifically, the company agreed 
to set its performance 
commitment levels to the 
September2018 upper quartile 
submission values. 

The company accepts the 3 minute performance 
commitment level for 2024-25, but proposes a 
different profile. It states that it welcomes the 
change in profile set at the slow tack companies 
draft determination, but considers that most of the 
industry will not achieve the 2020-21 level. It 
considers that its proposed profile provides a more 
realistic target and allows for a steady improvement 
to 3 mins by 2024/25. Its proposed profile is:  

2020-21 = 00:07:00  
2021-22 = 00:06:00  

Change for the final determination. 

Based on our assessment which included consideration of the 
evidence from all companies, we adjust the water supply 
interruptions 2024-25 level to five minutes, with an amended 
glidepath in the first four years, taking account of wider evidence 
to calibrate stretch of performance commitment for an efficient 
company. 

Please refer to the ‘Delivering outcomes for customers policy 
appendix’ for more detail on this sector wide change.  

We set performance commitment 
levels that are consistent with the 
rest of the industry for supply 
interruptions. These levels are: 

2020-21 = 00:06:30  
2021-22 = 00:06:08  
2022-23 = 00:05:45  
2023-24 = 00:05:23  
2024-25 = 00:05:00  
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The intervention we 
made at slow track and significant 
scrutiny draft determination was 
to set performance commitment 
levels that were consistent with 
the rest of the industry for supply 
interruptions. These levels were: 

2020-21 = 00:05:24  
2021-22 = 00:04:48  
2022-23 = 00:04:12  
2023-24 = 00:03:36  
2024-25 = 00:03:00  

Units: Hours:minutes:seconds 
(HH:MM:SS) per property per 
year 

2022-23 = 00:05:00  
2023-24 = 00:04:00  
2024-25 = 00:03:00  

Units: Hours:minutes:seconds (HH:MM:SS) per 
property per year 

 

The company indicates that much of the industry will not achieve 
the 2020-21 level. United Utilities itself has performed better 
than forecast in 2018-19 by 23%, which should mean it is easier 
for the company to achieve the 2020-21 performance 
commitment level. With the amended glide path profile, we 
consider the revised performance commitment levels to be a 
suitable stretch for an efficient company. 

 

 

Units: Hours:minutes:seconds 
(HH:MM:SS) per property per 
year 

Water supply 
interruptions 

PR19UUW_B03-WN 

ODI rates At fast track draft determination 
we intervened to set the 
company’s underperformance 
rate to -£0.710m/ minute per 
property.  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. This would change 
the company’s underperformance 
rate to both correct for an error in 
the marginal benefit estimate, and 
to set the outperformance rate at 
the underperformance rate 

The company states that our use of judgement to 
change its ODI rate for water supply interruptions in 
our slow track draft determinations (rather than a 
mechanistic adjustment to the bound of a range) is 
inappropriate for a fast track company. The 
company re-iterates the high quality of its customer 
research, in particular its triangulation approach. It 
asks us to reconsider its customer research, noting 
that the value we propose for its underperformance 
rate is higher than that implied by its customer 
research. It states that it does not consider the value 
of £1,300 for one customer being interrupted for one 
day, is plausible.  

The company proposes to set its underperformance 
rate to the rates used in the fast track draft 
determination, and the outperformance rate by 
dividing the underperformance rate by 1.2. 

Change for the final determination. 

We have re-assessed the company’s customer research, and 
our approach to assessing the company’s triangulation.  We 
consider that the company’s research is of high quality, however 
we have a number of remaining concerns.  

Our concerns regarding the company’s incentive rates remain, 
given its poor past performance, the difference to the rate for the 
period 2015-20 and the proposed rates being substantially 
below the reasonable range. We are also concerned with the 
company’s use of only one type of customer research, selecting 
the lowest willingness to pay values from a less robust form of 
research.  

However, we consider our approach to the implied intervention 
at slow track draft determination to re-triangulate using only 2 
values from the company’s customer research does not 
adequately reflect customer preference and revise our approach 

We change the 
underperformance payment rate 
to -£0.936m per minute per 
property, and the outperformance 
payment rate to £0.936m per 
minute per property. 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

divided by 1.2. This resulted in an 
underperformance rate of -
£1.415m/ minute per property and 
an outperformance rate of 
£1.179m/ minute per property.   

   

 

 to incorporate the company’s wider range of research into our 
triangulation. Instead we now triangulate using all of the 
company’s research. We continue to triangulate this with the 
average of the reasonable range, with both the company’s own 
research and the industry average receiving 50% weighting. 

When considering the performance commitment package as a 
whole, we consider whether the balance of incentives for 
particular performance commitments is appropriate at both an 
industry and company level. We set all companies' 
underperformance rates symmetrically to outperformance rates 
to provide a more balanced spread of incentives and risk on 
water supply interruptions. Please refer to the ‘Delivering 
outcomes for customers policy appendix’ for more detail on this 
sector wide change.  

Per Capita 
Consumption (PCC) 

PR19UUW_B05-WN 

Performance 
commitment levels 

At fast track draft determination, 
we intervened to amend the 
company’s performance 
commitment levels to deliver a 
5.2% reduction in annual average 
per capita consumption by 2024-
25 from its 2019-20 baseline.  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The implications for 
per capita consumption for United 
Utilities would be to set the 
performance commitment 
percentage reduction levels to the 
following values:  

2020-21 = 1.3%  
2021-22 = 2.6%  
2022-23 = 3.9%  
2023-24 = 5.1%  
2024-25 = 6.3% 

The company rejects the implications of the slow 
track and significant scrutiny draft determination 
levels and does not consider that target reductions 
of 6% or more are achievable without a large-scale 
programme of metering. The company proposes a 
reduction of 5.2% that matches the fast track draft 
determination. The company argues that evidence 
from past experience (unspecified in the 
representation) indicates that such a reduction 
cannot be achieved within a five-year period. The 
company does not present any new evidence. 

In its May 2019 representation the company argues 
that its lower level of metering and lower than 
average increase in metering in the 2020-25 period 
has a significant impact on the scope for per capita 
consumption reductions, and that as a region not 
under water stress, and with a relatively healthy long 
term supply demand balance, the mechanisms 
available to increase metering rates are constrained 
compared to companies in water-stressed regions. 

The company states that European Union data 
shows that United Kingdom consumption is 
generally below or similar to that in other countries 
with similar income levels. Secondly, the company 
states that the higher target for reducing per capita 
consumption is not derived from applying a standard 

Change for the final determination. 

Although we think potential for improvement is greater with 
higher metering penetration and other technological 
improvements, we consider that reductions of 6% or more are 
achievable in one five-year period as evidenced by historical 
reductions, achieved even by companies with low metering 
penetration 

The company challenges our methodology which incorporates 
the supply demand balance position. We note that despite not 
forecasting any supply demand balance deficit during the 
planning period, the company announced and nearly introduced 
a Temporary Use Ban (a Hosepipe ban) for its domestic 
customers during the summer in 2018. This indicates short-term 
supply demand balance issues which we consider reduced 
consumption will help to address.  

The company’s Water Resources Management Plan per capita 
consumption target of 132.7 l/p/d is marginally higher than our 
expected performance commitment level of 132.4 l/p/d. We 
consider this difference of 0.2% represents a very conservative 
normal to dry year uplift. Therefore we can identify no reason 
why we should make a change.  

At draft determination, the comparative analysis with European 
Union countries was used to illustrate the context in which we 
were inviting stakeholders to consider the case for requiring 

We set the performance 
commitment percentage reduction 
levels to the following values:  

2020-21 = 1.3%  
2021-22 = 2.6%  
2022-23 = 3.9%  
2023-24 = 5.1%  
2024-25 = 6.3% 

Units: Percentage reduction from 
2019-20 baseline using three-
year average (%)  
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Units: Percentage reduction from 
2019-20 baseline using three-
year average (%)  

approach across companies but is based on 
reconsidering the company’s own supply-demand 
balance position, which it does not consider to be 
appropriate for a fast-track company where a 
company-specific judgement has already been 
made.  

companies to deliver a 10% reduction over the 2020-25 period, 
and was not used to decide whether or not to intervene in our 
draft determination methodology. 

We consider that the company does not provide sufficient or 
convincing evidence and we are setting the performance 
commitment levels as set out in the slow track and significant 
scrutiny draft determination. 

Per Capita 
Consumption (PCC) 

PR19UUW_B05-WN 

ODI rates We intervened at fast track draft 
determination to set the 
company’s underperformance 
and outperformance rate at -
£0.310/ litre per household per 
day and £0.193m/ litre per 
household per day respectively.  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. This would change 
the company’s underperformance 
rate by triangulating across the 
company’s proposed business 
plan rate and industry average, 
and set the outperformance rate 
at the underperformance rate 
divided by 1.2. We stated in 
August 2019 that applying this 
would result in underperformance 
and outperformance rates of -
£0.500m/ litres per households 
per day and £0.416m/ litres per 
household per day respectively. 

The company states that our use of judgement to 
change its ODI rate for per capita consumption as 
set out in our slow track draft determinations is 
inappropriate for a fast track company.  

The company argues that the revised draft 
determination ODI rates imply similar customer 
valuations for leakage and per capita consumption, 
which is contradictory to its own and other 
companies’ customer research. The company refers 
to other companies’ business plan proposals for per 
capita consumption and leakage ODI rates and 
states that leakage ODI rates were, on average, 
about eight times higher than per capita 
consumption ODI rates. 

The company proposes setting the 
underperformance rate to the rates used in the fast 
track draft determination (-0.310 £m/l/p/d) and the 
outperformance rate by dividing the 
underperformance rate by 1.2 (0.258 £m/l/p/d) as 
per our ‘standard approach’.  

Change for the final determination.  

We consider it appropriate to use the industry average as a 
triangulation point along with the company's proposed 
September rate, as we consider that this is a reasonable 
aggregate of customer views across companies and a valid 
external source of information, given our concerns about the 
company's past performance and comparatively low rate. We 
are also concerned that the company relied on a single input to 
set its rate.  

The company provides no new evidence in response to our 
concerns, other than flagging the comparison between per 
capita consumption and leakage rates. We do not consider that 
mechanistically applying the reasonable range (i.e. the lower 
bound) is appropriate for a customer-facing performance 
commitment where there are better estimates of customer 
valuations available. We also do not consider using the lower 
bound of the industry range instead of the average an 
appropriate input for our re-triangulation given our concerns that 
the company may be proposing a rate that is too low due to its 
past performance.  

 We do not consider the company’s fast track status exempts the 
company from our slow track assessment process, as it did not 
opt-in to early certainty on this performance commitment.  

We identify an error in our calculation of the company’s 
outperformance rate for draft determination. As the 
underperformance is calculated as a multiple of this rate, it is 
also erroneous. We change the company’s ODI rates for final 
determination to correct this calculation error. 

We correct an error identified in 
our calculation of the company’s 
ODI rates. We set the 
outperformance and 
underperformance rate to 
£0.330m/ litre per household per 
day and -£0.396m/ litre per 
household per day respectively.  

 



    

PR19 final determinations: United Utilities – Delivering outcomes for customers final decisions 

6 

Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Per capita 
consumption (PCC) 

PR19UUW_B05-WN 

 

Caps, collars and 
deadbands 

No intervention at fast track draft 
determination. 

The company considers the potential impact of this 
measure to be financially material and proposes, in 
addition to amended target reductions, that a cap 
and collar be applied, at the standard industry level, 
i.e. +/- 10% of the 2020-21 level. 

No change for the final determination. 

As we explain in the ‘Delivering outcomes for customers policy 
appendix’, we consider that caps and collars should be applied 
to performance commitments which are financially material, 
where there is considerable uncertainty around the data or if the 
company has customer support for a collar. 

We do not set a cap and collar on this common performance 
commitment for the following reasons: 

• It is not financially material. 
• The company does not provide sufficient evidence that it 

allowed customers to make an informed choice about the 
collar that it is proposing. 

• We consider that for this performance commitment there is 
not considerable uncertainty. 

• Across the sector, less than 70% of the per capita 
consumption performance commitments had standard 
underperformance caps and collars at draft determination. 

N/A 

Mains Repairs 

PR19UUW_B02_WN 

Performance 
commitment levels 

The intervention we made at fast 
track draft determination was to 
set a performance target based 
on service levels remaining at the 
average of recent historical 
performance between 2015-16 
and 2017-18, as follows:  

2020-21= 110.0  
2021-22= 110.0  
2022-23= 110.0  
2023-24= 110.0  
2024-25= 110.0  

Units: Number of repairs per 
1,000km of mains 

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 

The company proposes different performance 
commitment levels of 119 (mains repairs per 
1,000km) in all years.  

The company considers that the level it proposes is 
one of the lowest (best) in the industry, and better 
than our threshold for ‘good’ performance. Therefore 
it considers that its proposal should be acceptable. 
The company argues the alternative approach, 
based on the average of 3 years of best historical 
performance from 2011-2018, would not be 
achievable, in view of its targets to achieve leakage 
reductions.  

The company states its analysis demonstrated that 
the most efficient way of delivering the required step 
change in leakage levels for United Utilities was to 
broadly continue with existing levels of pressure 
management and mains replacement and to focus 
on an enhanced active leakage control and asset 
repair strategy, together with increases in targeted 

Change for the final determination. 

Our methodology uses the ‘good’ level assessment to decide 
whether or not to intervene, but our interventions are based on 
companies’ own historical performance. This is because this 
approach recognises what specific companies have been able to 
achieve in the past. 

The company does not provide new evidence in its August 2019 
submission. We reconsider the evidence it provided in its 
response to the draft determination, but maintain the 
conclusions we came to in the draft determination. The key 
conclusion from the company’s evidence is that mains repairs 
contribute to 67% of additional leakage reduction. The company 
does however provide convincing evidence to show that it 
cannot use pressure management or mains replacement as the 
main activity to reduce leakage (it has a young network and hilly 
terrain), therefore it considers the most cost effective solution 
would be to conduct additional mains repairs. United Utilities 

We set the performance 
commitment levels to the 
following values: 

2020-21 = 119.9 
2021-22 = 118.2  
2022-23 = 116.6 
2023-24 = 114.9 
2024-25 = 113.3 

Units: Number of repairs per 
1,000km of mains 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The implications for 
mains repairs for United Utilities 
would be to set the performance 
commitment based on average of 
best historical performance 
between 2011 and 2018, those 
levels are as follows:  

2020-21= 108.5  
2021-22= 108.5 
2022-23= 108.5 
2023-24= 108.5 
2024-25= 108.5 

Units: Number of repairs per 
1000km of mains 

 

 

reductions in customer-side leakage. The company 
states it continues to believe that reducing leakage 
has an impact on the number of mains repairs, and 
that a higher rate of mains replacement would not 
be an economic approach, even after taking into 
account the social costs of mains repairs referred to 
by us in the ‘Delivering outcomes for customers 
policy appendix’. 

In its May 2019 representation, the company states 
that the risk of being disproportionately penalised for 
the effect of factors outside of companies’ control 
will drive risk-averse behaviours and that companies 
will shift their tactics further away from the optimal 
interventions to reduce leakage to avoid the risk of a 
large penalty. 48TTherefore it proposes to introduce a 
symmetrical deadband, however it does not include 
48T56Tdeadbands48T56T in its August 2019 submission. 

also has comparatively good performance which may be partly 
explained by the age of its network. 

In its May 2019 response, the company provided its 
quantification of the number of repairs required for its planned 
leakage reduction but stated that demonstrating the link from its 
own data is limited by the fact that its leakage level has 
remained broadly constant over time. Instead the company 
states that the linkage between an increase in mains repairs and 
a step change in leakage levels can be observed from other 
companies’ data where they have been reducing leakage. 

Based on the data and evidence provided by all companies, our 
conclusion is that there is a link between increasing pro-active 
mains repairs and reducing leakage. However, the data is too 
inconsistent and inconclusive on reducing reactive repairs to 
enable quantification of the future impact on leakage levels by 
conducting additional mains repairs. Therefore we will increase 
the performance commitment levels for mains repairs by a 
reducing percentage, for all companies, in all years, making it 
easier to achieve. The aim is to allow all companies the flexibility 
to deliver the improvement in leakage reduction, allowing more 
flexibility in the earlier years to use proactive mains repairs to 
reduce leakage.   

At final determination, we amend the base levels of mains 
repairs (before the leakage allowance is added) to an average of 
the best five years performance, we now consider the use of 
best five historical years to set the forward looking base level 
provides a more representative performance level (than three 
years) and ensures companies maintain good performance to 
improve the overall health of the assets over the longer-term. 

Please refer to the ‘Delivering outcomes for customers policy 
appendix’ for more detail on this sector wide change.  

As the company does not include deadbands in its August 
representations on this performance commitment we consider 
that it no longer considers them to be needed and so have not 
assessed them.  

Mains Repairs 

PR19UUW_B02_WN 

Caps, collars and 
deadbands. 

No intervention at fast track draft 
determination. 

The company proposes revising the performance 
commitment level and in consequence proposes the 

Change for the final determination. 48TWe set underperformance collars 
to the following levels: 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

 cap and collar are adjusted to be symmetrical (+/-23 
repairs per km) around the new proposed target. 

 

We explain in the ‘Delivering outcomes for customers policy 
appendix’ our standard approach to setting underperformance 
collars and outperformance caps and as this performance 
commitments is not covered by early certainty we have applied 
this approach.  

We considered the company P90 level pessimistic compared to 
other companies and have increased it to the threshold of the 
reasonable range as we explain in the ‘Delivering outcomes for 
customers policy appendix’. 

 

2020-21= 167.9 
2021-22= 167.9 
2022-23= 167.9 
2023-24= 167.9 
2024-25= 167.9 

48TWe set outperformance caps to 
the following levels: 

2020-21= 89.9 
2021-22= 88.3 
2022-23= 86.6 
2023-24= 84.9 
2024-25= 83.3 

Units: Number of repairs per 
1,000km of mains 

Unplanned Outage 

PR19UUW_B04-CF 

Performance 
commitment levels 

No intervention at fast track draft 
determination, although we 
requested additional information 
by 15 May 2019. 

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The implications for 
the performance commitment 
levels for United Utilities would 
be:  

2020-21 = 2.34  
2021-22 = 2.34  
2022-23 = 2.34 
2023-24 = 2.34  
2024-25 = 2.34 

Units: Percentage of peak weak 
production capacity (%) 

The company proposes different performance 
commitment levels in its response to the draft 
determination. It proposes the same reducing profile 
as in its April 2019 submission: 

2020-21 = 3.87 
2021-22 = 3.83  
2022-23 = 3.79 
2023-24 = 3.75  
2024-25 = 3.72 

Units: Percentage of peak weak production capacity 
(%) 

It states that the measure is immature and 
comparisons between companies are not reliable 
due to differences in measurement rather than 
actual performance.  

The company suggests that different levels of 
outage may be appropriate because the more spare 
capacity a company has, and the more inter-linked 
the network, the higher the economic level of 
outage. The company suggests this should be 
considered further during the 2020-25 period. 

Change for the final determination. 

We recognise there is limited historical data available, but 
consider that the industry has made significant progress towards 
full compliance with the common definition. We expect all 
companies to be fully compliant with measuring and reporting 
this measure by March 2020 and companies have told us that 
they will be compliant.  

We note that this measure has been under development and 
consider that it has been agreed with water companies and 
Water UK in a collaborative process. 

The company does not identify the specific differences in 
measurement which we could further compare and draw 
conclusion on. However, our assessment of the compliance 
against the definition in 2017-18 compared to 2018-19 (shadow 
reporting) shows companies achieving substantial progress 
towards full compliance against the common definition. We 
therefore consider that there is a good convergence in reporting 
across the industry. 

We note that company’s 2018-19 actual performance was 
3.70% which is better than its current 2019-20 forecast of 3.87% 

We set the performance 
commitment levels to the 
following values: 

2020-21 = 3.56 
2021-22 = 3.26 
2022-23 = 2.95 
2023-24 = 2.65 
2024-25 = 2.34 

Units: Percentage of peak weak 
production capacity (%) 
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commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

 and 2024-25 forecast of 3.72%. As such, we consider the 
median of 2.34% is achievable as the 2024-25 target. 

Due to the current maturity of this measure, we are applying a 
sector wide change to this performance commitment. Please 
see the ‘Delivering outcomes for customers policy appendix’ for 
further information. For United Utilities, this means introducing a 
reducing profile from its forecast value in 2019-20 to the 2024-25 
median of 2.34%. 

As we stated in the ‘PR19 methodology’ it is important that we 
and the sector continue to develop and refine the common 
performance commitments for future price review periods to 
make sure they continue to reflect customers’ preferences. 

Unplanned Outage 

PR19UUW_B04-CF 

Caps, collars and 
deadbands. 

No intervention was made at fast 
track draft determination. 

 

In view of the uncertainties associated with this new 
measure, the company proposes that a collar be 
introduced. In line with our methodology, it proposes 
that this be set at twice the 2020-21 target. 

 

Change for the final determination. 

As we explain in the ‘Delivering outcomes for customers policy 
appendix’ we consider that unplanned outage is uncertain and 
all companies should have a collar set in line with our standard 
approach. In the appendix we explain how we set the level of the 
collar in the final determination. 

 

48TWe set under performance collar 
to the following levels: 
 
2020-21= 7.13 
2021-22= 7.13 
2022-23= 7.13 
2023-24= 7.13 
2024-25= 7.13 

Units: Percentage of peak weak 
production capacity (%) 

Internal Sewer 
Flooding 

PR19UUW_G02-
WWN 

Performance 
commitment levels 

To achieve fast-track status at the 
initial assessment of plans United 
Utilities agreed to a series of 
actions on its outcome delivery 
incentives package, including 
internal sewer flooding 
Specifically, the company agreed 
to set its performance 
commitment levels to the 
September 2018 upper quartile 
submission values. 

 

The company proposes different performance 
commitment levels in its response to the draft 
determination. It proposes to retain the draft 
determination upper quartile target for 2024-2025, 
with the target being reduced at an even rate from 
2018-19 actual performance. The glide path the 
company proposes is: 

2020-21 = 2.04  
2021-22 = 1.86  
2022-23 = 1.68  
2023-24 = 1.51  
2024-25 = 1.34  

Units: internal sewer flooding incidents per 10,000 
properties. 

No change for the final determination. 

The company's representation indicates that the performance 
commitment levels cannot be achieved by much of the industry, 
however we consider that the company does not provide 
sufficient evidence to support this position. We consider that the 
improvement required between 2020-21 and 2024-25 (15%), 
has been achieved historically in a shorter timeframe by the 
sector (24% improvement has been achieved from 2014-15 to 
2018-19 on average). Whilst the overnight improvement required 
(based on its 2019-20 forecast) is considerable (66%), the 
company has reported significantly improved performance in 
2018-19, which will make it easier for it to achieve the 2020-21 
draft determination level. 

While the company states that 2018-19 was a relatively benign 
year in terms of periods of heavy flooding, we consider that on 

N/A 
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Decisions for the final 
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The company considers that trends in flooding in 
recent years suggests that the proposed change in 
performance by 2020-2021 cannot realistically be 
achieved by much of the industry. Work by 
companies to reduce flooding is being offset to 
some extent by more frequent periods of high 
rainfall. Actions to achieve improvements often take 
some time before they affect the number of 
incidents.  

The company considers that 2018-2019 was 
generally a relatively benign year in terms of periods 
of heavy rainfall. Average performance was around 
2.4 incidents per 10,000 properties, and a 30% 
reduction would be required to meet the 2020-2021 
target.  

The company states that for at least some 
companies, 2019-20 performance is likely to be 
worse because of severe storms. In the seven days 
from 27th July the company estimates that there 
were 650 flooding incidents (internal and external), 
which is 9% of the previous year’s total in one week.  

average there was only a small average improvement to internal 
sewer flooding performance across all companies compared to 
the previous year.  

The challenge to perform at upper quartile level will require 
some companies to improve performance, this will require the 
company to adopt a suitable mix of traditional and new 
technology methods in order to deliver the required 
performance. We also expect that improvements in operational 
practices will be required. To protect companies from 
disproportionate exposure in the case of very poor performance, 
we have set collars for all companies for internal sewer flooding. 
The setting of both caps and collars is explained in our 
‘Delivering outcomes for customers policy appendix’, please 
refer to the row below regarding the collar levels for United 
Utilities. 

On balance, the evidence provided is not sufficient or compelling 
enough to justify company specific reasons for not accepting our 
proposed glide path and we can identify no other reason why we 
should make a change. 

Internal Sewer 
Flooding 

PR19UUW_G02-
WWN 

Caps, collars and 
deadbands 

No intervention was made at fast 
track draft determination. 

 

The company proposes the same internal sewer 
flooding collar that has been applied to the five slow-
track companies which do not have an enhanced 
ODI. The company states that storms in the 2020-25 
period, including most recently in July 2019, have 
emphasised the difficulties in reducing sewer 
flooding in an area of high rainfall. 

It states that this performance commitment is a 
material contributor to downside financial risk. When 
combined with the rest of the outcomes delivery 
incentive package, it considers the financial 
exposure that it faces resulting from this 
performance commitment’s underperformance 
would be disproportionate. It proposes changes to 
the underperformance collar. 

 

Change for the final determination. 

We explain in the ‘Delivering outcomes for customers policy 
appendix’ our standard approach to setting underperformance 
collars and outperformance caps and as this performance 
commitments is not covered by early certainty we have applied 
this approach. The company is one of three that are poor 
performers on internal sewer flooding relative to other 
companies. For each of these companies we are amending the 
underperformance collar that will apply to other companies to 
reduce the downside risk for the company in the first two years 
of the 2020-25 period and increase it in the last two years. This 
will provide a similar level of exposure over the five years as 
other companies, but reduces the downside risk for the first two 
years as the company progresses towards the 2024-25 level, 
while maintaining a strong incentive over the period.  

We considered the company P90 level pessimistic compared to 
other companies and have increased it to the threshold of the 
reasonable range as we explain in the ‘Delivering outcomes for 

48TWe set underperformance collars 
to the following levels: 
 
2020-21 = 2.75 
2021-22 = 3.00 
2022-23 = 3.40 
2023-24 = 3.60 
2024-25 = 4.00 

Units: Number of incidents per 
10,000 sewer connections 

48TWe set outperformance collars to 
the following levels: 
 
2020-21 = 1.48 
2021-22 = 1.42 
2022-23 = 1.36 
2023-24 = 1.25 
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determination decision 

Decisions for the final 
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customers policy appendix’. In doing this for internal sewer 
flooding we excluded the company estimates from our analysis 
as these were extreme outliers to the rest of the industry. We set 
the outperformance caps at this revised level. 

2024-25 = 1.16 

Units: Number of incidents per 
10,000 sewer connections 

Treatment works 
compliance  

PR19UUW_C02-CF 

Price control 
allocation 

No intervention was made at fast 
track draft determination. 

The company proposes that, in line with its 
September 2018 business plan submission, this 
performance commitment be split between water 
and wastewater network plus. The company states 
that this will ensure that its performance reporting 
accurately reflects the measure definition. The 
company states that the 6% allocation to the Water 
Network Plus price control is based on the 
proportional allocation of treatment works sites with 
numeric environmental discharge permits in 
calendar year 2020 (21 Water network+, 369 
Wastewater network+). The company states that it 
would also be in line with the Severn Trent Draft 
Determination, which provides for a 90%:10% split. 

 

Change for the final determination.  

The measure relates to the number of numeric permit breaches 
at both wastewater treatment works and water treatment works. 
In the company’s September 2018 business plan it split the 
measure with a 94% allocation to wastewater network plus and 
6% to water network plus.  

The company’s proposed allocation is aligned to the proportional 
split of treatment works between water and wastewater and 
hence the proposed price control allocation is reasonable.  

We amend the price control 
allocation for the treatment works 
compliance performance 
commitment to 94% allocation to 
wastewater network plus and 6% 
to water network plus. 

Risk of sewer 
flooding in a storm 

PR19UUW_G01-
WWN 

Performance 
commitment levels 

At slow track/significant scrutiny 
draft determination we queried 
companies to confirm that they 
are:  

(i) using the updated parameters 
in the catchment vulnerability 
assessment (and setting out 
any additional criteria that it 
intends to use);  

(ii) reporting the extent to which it 
uses 2D or simpler modelling; 
and 

(iii) adopting FEH13 rainfall as 
standard, and if not, when it 
expects to do so.  

The company submitted all relevant information as 
part of its 2019 Annual Performance Reporting. 

 

No change for the final determination.  

The company provides sufficient evidence to demonstrate it has 
high model coverage and a low percentage of its population at 
risk, therefore we are retaining the draft determination 
performance commitment levels. 

N/A 

Sewer Collapses 

PR19UUW_F01-
WWN 

Performance 
commitment definition 
and levels 

No intervention at draft 
determination. 

The company proposes different performance 
commitment levels in its response to the draft 
determination. It proposes a reducing profile from 
15.84 in 2020-21 to 14.73 in 2024-25. It states this 
is due to alignment with reporting against the 

Change for the final determination. 

We consider that the evidence provided to explain its 
resubmission of data is sufficient and that the company is 
complying with all elements of the guidance, therefore we accept 

We accept the revised reporting 
against the updated definition, 
however we set performance 
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revised definition. It recognises that the revised 
values are now well above the ‘good’ level and 
states that it would not be able to achieve that level 
within the current base expenditure profile. It also 
proposes to introduce a collar.  

The company reports that the main reasons for the 
change in reporting is related to clarification of 
exclusions, primarily the removal of ‘fractures’ from 
exclusions, it now includes all of these where 
identified. It also states that there is still some room 
for the definition to be interpreted differently, 
primarily the treatment of collapses identified 
through CCTV surveys post incident. The company 
states it cannot currently identify what is a reactive 
collapse (scheduled for immediate repair) and one 
that is already planned to be repaired (pro-actively 
identified collapses which are excluded). So it 
currently includes all of these, the company states 
that others may be not be doing this resulting in 
significantly different reporting values. Because of 
the above the company believes that comparative 
analysis of historical or forecast performance for this 
measure is not possible.   

The company states applying the draft 
determination methodology of a 28% improvement 
would require much more sewer replacement and 
rehabilitation and is not affordable in its proposed 
level of expenditure. It states its starting level (2020-
21) is based on the lower of the two actual data 
points available from 2017-18 and 2018-19. The 
level of improvement from 2019-20 to 2024-25 has 
been retained at 8.7%.  

the revised data. On the points that the company considers may 
be interpreted differently, it has set out clearly why it considers 
its interpretation is correct, which lends credibility to its 
approach. However, the company does not provide evidence to 
show what different methods other companies are using for 
reporting. We consider that the revised definition provides useful 
clarification and the areas open to interpretation have been 
reduced significantly. No other company raises an issue around 
the inclusion of identification of reactive and pro-active 
collapses.  

The company considers that comparative analysis should not be 
used, however we consider that, as the companies proposed the 
definitional changes themselves through a Water UK 
collaboration, they should be reporting correctly against the 
revised definition. However, as we stated in the ‘PR19 
methodology’ it is important that we and the sector continue to 
develop and refine the common performance commitments for 
future price review periods to make sure they continue to reflect 
customers’ preferences. 

Its revised performance commitment level results in it having the 
second worst forecast comparative performance. The company 
states that a 28% improvement would not be possible in its 
current expenditure assumptions, but does not provide any 
evidence to demonstrate the cost of implementing this level of 
improvement. We assess that the company does not provide 
sufficient evidence to support its position concerning expenditure 
assumptions.  

Historical performance shows an improvement of only 3% for 
United Utilities between 2013-14 and 2018-19, although 
historically the company has always been required to maintain 
stable performance.  

At draft determination we used the maximum percentage 
improvement which was 28%. After taking into account further 
evidence we now consider that using the upper quartile 
percentage improvement (which is 19%) is a more suitable level 
for an outlier company in a comparatively poor position to 
improve further. We consider that significant improvements can 
be made through the adoption of best practice operational 
methods, to better pro-actively identify and repair collapses 

commitment levels to the 
following values: 

2020-21 = 15.51 
2021-22 = 14.90 
2022-23 = 14.29  
2023-24 = 13.68  
2024-25 = 13.07 

Units: Number of collapses per 
1,000km of sewer 
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before they are reported, and that large scale capital 
investments may not be required 

Please see our ‘Delivering outcomes for customers policy 
appendix’ for further information.  

Sewer Collapses 

PR19UUW_F01-
WWN  

 

ODI rates At fast track draft determination 
we intervened to increase the 
underperformance rate to -
£0.82m. 

 

The company argues that moving towards the 
common definition for sewer collapses has meant it 
has revised its data, leading to an increase in the 
number of sewer collapses and uncertainty about 
future performance. It argues that using the draft 
determination incentive rates leads to its P10 
scenario for the 2020-25 period increasing from -
£6m to -£25m. It instead proposes using the median 
underperformance rate from the initial assessment 
of plans, as per its original proposal. This would 
reduce the underperformance rate from -£0.820 to -
£0.308m per sewer collapse per 10,000km of sewer. 
It states this would result in a P10 scenario of -£9m. 

Change for the final determination.  

The company’s statement that the definition makes the 
performance commitment more stretching than it had envisaged 
when it made its proposals, is addressed in the performance 
commitment level assessment.  

We received representations from several companies stating 
that the median and interquartile range is a more appropriate 
basis on which to construct the ODI reasonable range. We use 
the reasonable range to benchmark companies’ proposed ODI 
rates and as a data input for setting a revised rate where a 
change to the company proposal is necessary. We have 
considered this carefully for all performance commitments where 
we use the reasonable range as part of our testing. As a 
consequence we are moving to a reasonable range defined by 
the median and interquartile range for low pressure, sewer 
collapses and sewer blockages. Where we have intervened at 
draft determination to set a company’s ODI rate using the 
reasonable range we are changing our draft determination so 
that the rates align with our updated view of the reasonable 
range, defined by the median and interquartile range.  

For further details on our assessment of how we construct the 
reasonable range see our ‘Delivering outcomes for customers 
policy appendix’. 

We change the company’s 
underperformance payment rate 
to -£0.311m per collapse per 
1,000km of sewer.  

Sewer Collapses 

PR19UUW_F01-
WWN  

 

Caps, collars and 
deadbands. 

No intervention at fast track draft 
determination.  

The company proposes an underperformance collar 
be set because of the increased uncertainty about 
future numbers of collapses. It proposed this is set 
at the standard level of 1.5 x the 2020-21 level 

No change for the final determination. 

As we explain in the ‘Delivering outcomes for customers policy 
appendix’ we consider that caps and collars should be applied to 
performance commitments which are financially material, where 
there is considerable uncertainty around the data or if the 
company has customer support for a collar.  

Following a clarification in the definition of this performance 
commitment there has been a step change in the number of 
sewer collapses for a few companies, but not the majority of 

NA 
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companies. We expect all companies are now reporting 
consistently and do not consider that there is uncertainty that 
would warrant setting a collar. 

We do not set a collar on this common performance commitment 
for the following reasons: 

• It is not financially material. 
• The company does not provide sufficient evidence that it 

allowed customers to make an informed choice about 
the collar that it is proposing. 

• We consider that for this performance commitment there 
is not considerable uncertainty. 

• Across the sector, less than 70% of the sewer collapses 
performance commitments had standard 
underperformance collars at draft determination. 

Customer contacts 
(water quality) 

PR19UUW_A02-WN 

Performance 
commitment level 

No intervention at fast track draft 
determination. The company 
agreed to our actions to expand 
the definition and deliver a 5% 
reduction each year from 2017-18 
reported levels.  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The implication for 
United Utilities would be to set the 
performance commitment based 
on upper quartile percentage 
improvement of 34%, those levels 
are as follows:  

2020-21 = 17.2 
2021-22 = 16.0 
2022-23 = 14.7 
2023-24 = 13.5 

The company notes that our ‘Delivering for 
customers outcomes policy appendix’, published in 
July 2019, indicates that slow-track determinations 
could lead to a change in the target and incentive 
rate for its customer contacts measure. Its proposed 
levels from the fast track draft determination provide 
a 24% improvement from 2019-20 to 2024-25. In its 
representation, it sets out a number of company 
specific reasons on why its targets should be 
retained from its draft determination, set out below. 

It points out specific water source challenges in its 
area, in particular: Soft, upland source waters, 
where there is high proportion of naturally occurring 
organics and widespread algae generating high 
volume of earthy/musty contacts. It states that it is 
still among the best performers with similar water 
quality issues. 

It also states there are specific operating challenges 
in its area, in particular: Low alkalinity water in its 
North West region is corrosive to iron mains, leading 
to discolouration contacts. It states that it has 
improved its asset base to reduce these contacts 
but still there are limitations to further improve its 
performance partly due to technical complexity and 

Change for the final determination.  

According to the Discover Water website, United Utilities is 
consistently performing below industry average for the last three 
years (2016-2018) on ‘appearance’ and ‘taste and odour’ 
performance commitments. Currently (2018), it is the fourth 
worst performing company on ‘appearance’ and is around the 
average on ‘taste and ‘odour’ performance.  

In its September 2018 business plan, it shows that it achieved 
50% improvement in taste and smell over a ten year period from 
2006 to 2016 but its forecast performance shows less ambition 
and the company would still be worse than the industry median. 
Its 2018-19 actual performance is in line with forecasts.  

We consider that the company may have issues associated with 
raw water quality and operational complexities, but other 
companies also have other issues which disadvantage them in 
different ways, such as the manganese issue for Dŵr Cymru and 
iron and manganese issues for Severn Trent Water. We do not 
expect the impact of raw water quality issues for United Utilities 
to be any worse than these companies (United Utilities has 
better comparative performance). We do not compare 
companies with similar water quality issues (as the company 
suggests should be done) as there could be other reasons for 
their performance to differ. The company already has some 

We set revised performance 
commitment levels to the 
following values:  

2020-21 = 17.2 
2021-22 = 16.0 
2022-23 = 14.7 
2023-24 = 13.5 
2024-25 = 12.2 

Unit: Number of contacts per 
10,000 population 
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2024-25 = 12.2 

Unit: Number of contacts per 
10,000 population 

mainly by customer rejection of its introducing 
harder water. It highlights further issue with its 
Vyrnwy aqueduct cleaning and implementing new 
treatment process at Oswestry water treatment 
works having an impact on discolouration events.  

It considers that because of the difficulties in 
reducing customer contacts from upland sources, 
and the additional complication associated with the 
potential scheme to address discolouration in the 
Vyrnwy aqueduct the targets set in the fast-track 
draft determination should be retained. 

improvement initiatives in place and we would expect the 
company to manage impacts of these works so that do not 
adversely impact customers.  

We consider that although the company is proposing an 
improvement of 24% (from 2019-20 forecast to 2024-25), 
because of its relatively poor comparative performance, it should 
improve its performance in alignment with the upper quartile 
improvement (34%) from company forecasts. For comparatively 
poor performers, we are expecting significant percentage 
reductions to close the gap between them and the sector. For 
this performance commitment we use the upper quartile 
percentage reductions proposed by all companies, as we 
consider this would be achievable. The company does not 
provide sufficient evidence to show why it cannot achieve the 
required improvement. 

Low pressure 

PR19UUW_B07-WN 

Performance 
commitment level 

No intervention at draft 
determination.  

At the slow track and significant 
scrutiny draft determinations, we 
highlighted the implications if the 
decisions from our draft 
determinations for slow track and 
significant scrutiny companies 
were applied to fast-track 
companies. The implications for 
low pressure for United Utilities 
would be to set the performance 
commitment based on upper 
quartile percentage improvement 
of 29%, those levels are as 
follows:  

2020-21 = 0.76 
2021-22 = 0.72 
2022-23 = 0.67 
2023-24 = 0.62 
2024-25 = 0.58 

Unit: Number of customers 
receiving low pressure per 10,000 
connections 

The company proposes to retain the fast track draft 
determination levels (see below) and does not 
provide a representation on the implied change in 
the slow track ‘Delivering outcomes for customers 
policy appendix’.  

2020-21 = 0.67 
2021-22 = 0.66 
2022-23 = 0.66 
2023-24 = 0.65 
2024-25 = 0.65 

Number of customers receiving low pressure per 
10,000 connections 

 

Change for the final determination.  

The performance commitment levels for the company set in it 
draft determination, brings an improvement of 20% by 2024-25 
from its 2019-20 forecast.  This is less than the upper quartile 
percentage improvement of 29% applied to the slow track and 
significant scrutiny companies in their draft determinations.  

Therefore, we change the performance commitment levels to set 
a more stretching level of performance for the company.  The 
company's September 2018 business plan values require a 
large overnight change and very little improvement over the 5 
year period, whereas application of the upper quartile 
improvement on the 2019/20 forecast provides a gradual but 
larger improvement to 2024-25, this level of improvement is line 
with other companies that have performance worse than the 
upper quartile level.   

We set revised performance 
commitment levels to the 
following values: 

2020-21 = 0.76 
2021-22 = 0.72 
2022-23 = 0.67 
2023-24 = 0.62 
2024-25 = 0.58 

Unit: Number of customers 
receiving low pressure per 10,000 
connections 
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Improving the water 
environment 

PR19UU_C04-WR 

 

 

Performance 
commitment definition 

ODI rates 

At fast track determination the 
company complied with our action 
to remove the underperformance 
rates from this performance 
commitment.  

 

The company submitted a representation that 
proposed that the measure for the performance 
commitment be defined as the cumulative number of 
schemes delivered in each year, rather than number 
of days early or late as at the draft determination. 

In response to a query the company stated that it is 
no longer proposing to change the definition of the 
performance commitment from number of days early 
or late to cumulative number of schemes. Instead, 
the company proposes to change its ODI to include 
underperformance penalties in line with other 
companies. It proposes the financial incentives on 
the condition that the scope of its performance 
commitments will not change from the draft 
determination. It proposed to use the standard ODI 
rate formula set out in our outcomes appendix to 
calculate the incentive rate. 

Change for the final determination.  

We do not change the scope of the performance commitment for 
final determination and are retaining the performance 
commitment definition and performance commitment levels. We 
identify flaws in the methodology used by the company to 
calculate its ODI rates on this performance commitment. It 
has applied the cost sharing rate twice, and uses WACC and 
RCV run off figures which are now out of date.  

We update the underperformance rates on this performance 
commitment to account for the final determination cost 
allowances and cost sharing rates. We set the 
underperformance rates using the methodology set out in the 
‘Delivering outcomes for customer’s policy appendix’. We use 
the willingness to pay values from the company’s September 
2018 business plan to calculate the underperformance rate for 
PR19UU_ C05-WWN. For this performance commitment 
(PR19UU_C04-WR) we have applied the ratio of the water and 
wastewater totex to calculate the underperformance ODI rate for 
this performance commitment.  

We change our draft 
determination to include 
underperformance rates. This 
results in underperformance rates 
of -£0.0100m per day.   

 

 

Improving river water 
quality. 

PR19UU_ C05-WWN 

Performance 
commitment definition 

ODI rates 

At fast track determination the 
company complied with our action 
to remove the underperformance 
rates from this performance 
commitment.  

 

The company submitted a representation that 
proposed that the measure for the performance 
commitment be defined as the cumulative number of 
schemes delivered in each year, rather than number 
of days early or late as at the draft determination. 

In response to a query the company stated that it is 
no longer proposing to change the definition of the 
performance commitment from number of days early 
or late to cumulative number of schemes. Instead, 
the company proposes to change its ODI to include 
underperformance penalties in line with other 
companies. It proposes the financial incentives on 
the condition that the scope of its performance 
commitments will not change from the draft 
determination. It proposed to use the standard ODI 
rate formula set out in our outcomes appendix to 
calculate the incentive rate. 

Change for the final determination.  

We do not change the scope of the performance commitment for 
final determination and are retaining the performance 
commitment definition and performance commitment levels. We 
identify flaws in the methodology used by the company to 
calculate its ODI rates on this performance commitment. It 
has applied the cost sharing rate twice, and uses WACC and 
RCV run off figures which are now out of date.  

We update the underperformance rates on this performance 
commitment to account for the final determination cost 
allowances and cost sharing rates. We set the 
underperformance rates using the methodology set out in the 
‘Delivering outcomes for customer’s policy appendix’. We use 
the willingness to pay values from the company’s September 
2018 business plan to calculate the underperformance rate for 
PR19UU_ C05-WWN. 

We change our draft 
determination to include 
underperformance rates. This 
results in underperformance rates 
of -£0.0145m per day.   

 

 

Systems thinking 
capability 

ODI type Our intervention at fast track draft 
determinations was to remove the 
financial incentives from this 
performance commitment. 

The company proposes applying financial incentives 
for this performance commitment.  

No change for the final determination.  N/A 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

PR19UUW_E06-CF 

 

The company states that it is its belief that there are 
no companies within the sector that are truly 
challenging themselves with tangible measurement 
of capability, stretching KPIs, demonstrating a track 
record of business-wide benefits delivery, or any 
commitment to future customer benefits as a direct 
result of capability maturity uplift.  

It states it has found an absence of evidence from 
simple capability-related search terms. The 
company refers to the evidence it has provided 
before the assessment at draft determinations and 
its 3rd party assurance and global benchmarking. 
The company argues that no other company is 
firmly committing to this change and certainly not at 
a scale that would be assessed as sector leading.  

The company proposes not to have an 
underperformance deadband for the performance 
commitment, and states that this would significantly 
increase the level of stretch that it proposed before 
draft determinations. It proposes to have an 
outperformance deadband, effectively increasing the 
level of stretch. This would increase its financial risk 
from non-delivery of its target by an additional £37m 
compared to its proposal before draft 
determinations.  

The company has commissioned new research 
surveying 1,018 customers. The research finds that 
91% of its customers support the company investing 
in systems thinking and are prepared to accept bills 
increasing as opposed to not making an accelerated 
investment in systems thinking. 69% consider that 
ODI bill impacts amount resulting from 
outperformance to be acceptable.  

As set out in the methodology outperformance payments are 
only appropriate if the company can demonstrate the following 
tests in bold are met.  

Outperformance payments are for strong outperformance 
and not for carrying out the ‘day job’ 

The company provides little additional evidence that its 
proposals to systematically improve its capability in systems 
thinking are beyond those of other companies or otherwise 
should be considered stretching. It has previously provided 
some evidence that international benchmarking demonstrates 
that it would be leading. However, sample activities it presents 
are being carried out already by other companies. The company 
considers there is a distinction between companies carrying out 
some activities and delivering all planned activities in a 
systematic way and that doing so will lead to additional benefits. 
While other companies may not be embarking on the “systems 
thinking” approach there is insufficient and unconvincing 
evidence that other companies will not deliver similar capabilities 
as part of their plans for continual improvement and therefore 
insufficient and unconvincing evidence that United Utilities 
proposed performance commitments are stretching in an 
industry context and going beyond this should lead to 
outperformance payments. We consider there is insufficient and 
unconvincing evidence that United Utilities proposals go beyond 
the “day job”. This is encapsulated by a view expressed in the 
customer research ‘You have to invest in order to bring bills 
down. It sounds like the sort of thing every good company 
should do’.  

There are benefits to customers from improved 
performance.  

Providing outperformance payments for systems thinking will to 
a large extent double count outperformance payments for 
improved performance and regulatory incentives for efficiency. 
This is both in the 2020-25 period and beyond. Even if we 
accept that there are additional benefits not already incentivised 
within the regulatory system there is insufficient evidence that if 
the company achieves this improved capability assessed by 
systems thinking it will inevitably lead to improved performance.  
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

While the company has provided some evidence of a connection 
between systems thinking and improved performance it has not 
demonstrated a causal link. It is possible that the company 
implements processes but does not utilise the increased 
capability effectively. We consider there is insufficient evidence 
that the outperformance payments for systems thinking would 
lead to additional benefits that are not already clearly 
incentivised.  

For the company to provide sufficient and convincing evidence it 
should have shown stronger links between how the 
improvements it is making will lead to benefits that are not 
already incentivised within the regulatory system. 

There is customer support for the outperformance payment. 

The company provides evidence that customers are prepared to 
see bill increases to pay for accelerated investment in systems 
thinking, rather than the company not deliver this investment. 
The research did not ask if customers support financial 
incentives and it did not explain that the company has incentives 
to continually improve to keep pace with other companies and 
sectors, from benchmarking used to set price limits even in the 
absence of a specific outperformance payment. Furthermore 
while the survey explained to customers outperformance 
payments are possible for other performance commitments it did 
not explain that outperformance payment for systems thinking 
should directly lead to additional rewards for the company. 
These additional rewards could come from increased efficiency 
and enhanced performance that would further increase bills in 
this period and in following regulatory periods. 

For the company to provide sufficient and convincing evidence 
the company should have designed customer research focused 
on this issue where customers could have understood the broad 
issues and provided an informed view, but has failed to do this. 

We agree that all companies should continually improve in their 
understanding of the data that they have, how different elements 
of their business interact and transform how they manage and 
utilise data, there is insufficient and unconvincing evidence that 
the company’s proposals are in the best interests of customers. 
While we support what systems thinking aims to deliver, we 
consider it is better to incentivise tangible outcomes that are 
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commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

measurably stretching, rather than a potential capability that may 
help deliver those outcomes. Other companies may already be 
planning to achieve a similar capability without the potential for 
an outperformance payment.  

Overall, we consider that the company has not provided 
sufficient and convincing evidence to meet the requirements set 
out in our PR19 methodology for allowing outperformance 
payments. 

Enhancing natural 
capital for customers 

PR19UUW_C08-CF 

 

Performance 
commitment definition  

Our intervention at fast track draft 
determination was to require the 
company to put in place a 
detailed process for assurance 
around the assessment of 
conventionality and best value of 
solutions. 

The company considers that the wording of the 
performance commitment which requires a third-
party organisation to ‘perform’ the calculation of 
natural capital, rather than have external assurance 
would be an expensive mechanism, and contrary to 
the company's approach of embedding natural 
capital approaches into the company's decision-
making framework.  

The company proposes its assessment will be 
externally assured by an independent third party on 
an annual basis which is the requirement that was 
specified in the draft determination for other 
performance commitments where judgements are 
made in calculating financial ODIs. 

Change for the final determination. 

There are similar performance commitments for other 
companies in our draft determinations where we have not 
required a third party to carry out the assessment. 

We have no evidence that a third party making calculations will 
lead to a different result than if the company completes the 
calculations. 

We consider that the company provides sufficient and 
convincing evidence that it has put in a detailed process for 
assurance around the assessment of conventionality and best 
value solutions. 

We revise the performance 
commitment definition and allow 
the company’s assessment to be 
externally assured by a third party 
organisation. 

 

Enhancing natural 
capital for customers 

PR19UUW_C08-CF 

 

Caps, collars and 
deadbands 

No intervention at fast track draft 
determination. 

 

The company states that it submitted a corrected 
table on 15 February 2019 that is aligned with our 
draft determination action regarding setting the 
outperformance cap at the P90 performance 
level.  It proposes using the higher corrected values 
for the P90 performance levels and consequently 
the outperformance cap. 

 

Change for the final determination.  

There has been a confusion in approach as this performance 
commitment measures a value, but the company does not 
receive the reported value. The ODI is based on 50% of the 
difference of the reported value and the performance 
commitment. 

From the company’s September 2018 business plan we only 
collected information on P90 payment levels, but did not collect 
information on the performance levels that was consistent with 
these payments. We started doing this in 2019. 

In the 11th February 2019 submission the company stated the 
P90 performance level as equal to the P90 ODI payment. This 
was incorrect.  

We revise the outperformance 
payment caps for this 
performance commitment to: 

2020-21 = 9.00 
2021-22 = 5.75 
2022-23 = 4.00 
2023-24 = 4.00 
2024-25 = 9.00 
 
Units: Natural capital value 
delivered over and above 
regulatory requirements, 
measured independently from an 
audited baseline by an 
appropriate organisation. 
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commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

The submission on 15th February 2019 corrected that it only 
receives ODI payments above the performance commitment, but 
not that the ODI is calculated as 50% of this value.  

In addition, for the outperformance cap to be set at a level that 
company can receive the outperformance payment it set out in 
its September 2018 business plan we must double the interval 
between the performance and the caps that the company has 
proposed. For example for 2021-22 the performance level is 
£1.750m, the P90 performance payment is £2m and so the 
outperformance cap to allow this must be £5.750m, rather than 
the £3.750m that the company proposes for this year (or the 
£2m cap set at draft determinations based on the 11th February 
2019 submission). 

We consider the company provides sufficient and convincing 
evidence to update outperformance payment caps. However, we 
increase the caps the company proposes so that it is able to 
receive the P90 outperformance payments it estimates. 

Recycling biosolids 

PR19UUW_C09-BR 

 

Performance 
commitment definition 

No intervention at draft 
determination. 

 

The company proposes that the reference to the 
Environmental Performance Assessment (EPA) in 
the definition should be fixed to version 5 published 
in 2019, rather than use the latest Environmental 
Performance Assessment guidance by the 
Environment Agency as set out at the draft 
determination. 

The company originally planned for the definition to 
take into account any revisions from the 
Environment Agency. However the Environment 
Agency has since suspended the relevant part of its 
Environmental Performance Assessment until 
further notice. The company therefore argues that 
performance should be measured on the basis of 
the methodology set out in version 5 published on 
21 March 2019. 

The company considers that the proposed definition 
of sludge volume would lead to double counted 
traded volumes by the importer and exporter. It 
considers that it would be better to avoid double-
counting, and that the ODI, which affects its 
customers, should not be affected by non-appointed 

Change for the final determination. 

We have set out a process to update references to third party 
definitions or guidance in performance commitment definitions 
where this is necessary. This is set out in Annex 2 of ‘United 
Utilities - Outcomes performance commitment appendix’ 

The performance commitment measures the company 
compliance with its statutory obligations. Any sludge the 
company imports as part of its non-appointed business activity in 
the bioresources market will still be required to meet the same 
statutory obligations as for the sludge the company produces. In 
most cases it will be treated alongside sludge within its 
appointed business and trying to differentiate between the two 
would be meaningless. It is important that the introduction of the 
bioresources market does not lead to a reduction in standards. 
In any case the measure is a percentage and so there will be no 
double counting in the measure reported (i.e. 100%). 

Our change to calendar year reporting was based on the 
intention to align the metric with what is reported to the 
Environment Agency to avoid any conflict between performance 
reporting between the Environmental Performance Assessment 
and in performance commitments. We consider this more 

We revise the purpose of this 
performance commitment to ‘This 
performance commitment 
measures the compliance of the 
company with statutory 
requirements in dealing with 
sewage sludge and the voluntary 
‘Biosolids Assurance Scheme’ 
(BAS) for biosolids that are 
recycled to agriculture ‘ 
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commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

activity relating to treating other companies’ sludge. 
It suggests a definition of total sludge produced by 
the company. 

The company suggests the move to calendar year 
could cause confusion as we would not be able to 
reconcile sludge produced in the performance 
commitment to financial year sludge produced data 
provided in its annual performance report.  

In addition, the company proposes changing the 
stated purpose within the definition as it considers it 
too narrow as it only referenced ‘Sludge (Use in 
Agriculture) Regulations’ and it considers the 
requirements by the Environment Agency are 
greater than this. 

important than the inconsistency between performance 
commitments and data reported for other reasons in the annual 
performance report such as monitoring price controls. It appears 
unlikely that this performance commitment which is reported as 
a percentage will conflict with other information such as the 
reported volume of treated sludge.  

The point of the ‘purpose’ in the definition was to give a brief 
overview of the performance commitment and the company’s 
revised wording is too detailed for this purpose. We propose to 
amend the purpose to address the company concern, but be 
more brevity. 

We therefore consider it is appropriate to keep the assessment 
of performance measured by the performance commitment as 
consistent as possible with the equivalent Environment Agency 
assessment. 

Recycling biosolids 

PR19UUW_C09-BR 

 

ODI rates No intervention at draft 
determination. 

The company states that, as well as a £1.5m 
outperformance payment for three years of 100% 
compliance, it also set out a £1.5m additional 
outperformance payment if it met its target in all 5 
years, which has been removed for draft 
determination in the performance commitment 
appendix, but the intervention is not included in the 
actions and interventions document.  

The company states that this should lead to a 
potential £3m payment over the period. The 
company proposes to reinstate its original payment.  

Change for the final determination. 

We had not intended to intervene to remove outperformance 
payments for this measure, which is why no action was provided 
to the company. 

The company opted out of early certainty and so we can make a 
change if we consider it is necessary. 

However, we had suggested that we would set the draft 
determination for this performance commitment as originally 
specified by the company and there is no new information that 
leads us to make a different decision from this intention. On this 
basis the outperformance payments are reinstated. 

We revise the outperformance 
payments for this performance 
commitment and specify ‘A single 
£1.5m outperformance payment 
earned as a lump sum for any 
three consecutive years of 100% 
compliance within the 2020-25 
period, with a further one off 
£1.5m payment for 100% 
compliance for all five years. 
There is a potential total payment 
of £3m across the five year 
period.’ 

Customers say that 
we offer value for 
money 

PR19UUW_E09-HH 

 

 

Performance 
commitment definition 

Our intervention at draft 
determination was to require the 
company to use a sample size to 
measure this performance 
commitment that is at least 
equivalent to the sample size 
used in the 2015-20 measure of 
the same name (1,100 
customers). 

The company is concerned at the inconsistency 
between the proposed annual sample sizes of 1,100 
for this performance commitment and the 800 
surveys used for C-Mex. The company states that if 
a sample size of 800 is appropriate to ensure the 
accuracy of C-Mex, it should be considered 
appropriate for this performance commitment.  

 

No change for the final determination 

This performance commitment represents a different measure 
and does not require alignment with the C-MeX performance 
commitment. 

We did not align sample sizes to C-Mex sample sizes for similar 
performance commitments proposed by ‘slow track’ companies 
at draft determinations. 

N/A 
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The C-MeX sample size is double the sample size the company 
quoted as it involves two surveys per year. This means the 
company’s argument is factually incorrect and the C-MeX 
sample is in fact bigger than the sample expected for this 
performance commitment. 

The company submitted its original performance commitment 
without committing to a minimum sample. We selected 1,100 as 
it aligns with the sample the company is currently achieving on 
this performance commitment (which will be continued in the 
2020-25 period, albeit with a different question) and we did not 
identify a valid purpose for diluting that. Therefore the 
company’s assertion that the need for statistical accuracy drives 
the sample size for this performance commitment is not correct 
and we consider that the sample size should provide statistical 
representativeness and be aligned with an equivalent 2015-20 
performance commitment’s sample size for comparison 
purposes. 

We do not consider the company provides sufficient and 
convincing evidence for us to revise the sample size for this 
performance commitment. 

Protecting the 
environment from the 
impact of growth and 
new development: 
assurance 

PR19UUW_C06-
WWN 

Performance 
commitment definition 

No intervention at draft 
determination. 

The company sets out its proposed approach to 
assurance to check if it fulfils the requirements of 
the performance commitment as set out in the draft 
determination. It states that it will commission an 
independent report. 

 

No change for the final determination. 

We consider that the assurance approach the company sets out 
appropriately fulfils the requirements of the performance 
commitment. We do not consider any change is required. 

NA 

Hydraulic flood risk 
resilience (internal 
and external) 

PR19UUW_G05-
WWN 

PR19UUW_G06-
WWN 

Performance 
commitment definition 

No intervention at fast track draft 
determination. 

 

 

The company notes it is spending £0.3m on 
hydraulic modelling in 2019-20, which will not 
contribute to the hydraulic flood risk resilience 
performance commitments. It asks that this spend is 
explicitly not included in the exclusion of work 
underway in the definition. 

The company also proposes to start some work 
before 1 April 2020, and has already developed 
outline designs for schemes to increase capacity to 
address hydraulic repeat flooding problems. It wants 
to change the start of the exclusion to work 
underway on 30 June 2019. This is proposed as the 

Change for the final determination. 

The draft determination definition excludes properties where 
work is underway at 31 March 2020. The company largely 
agrees with this exception as it prevents outperformance for 
work to resolve problems identified in the 2015-20 period.  

It is in customers’ interests for the company to start work as 
soon as possible and the company’s revised date is sufficient to 
exclude work that would have occurred anyway in the 2015-20 
period. 

We set the performance 
commitments levels for Hydraulic 
flood risk resilience (internal) as 
follows: 

2020-21 = 60.04 
2021-22 = 59.04 
2022-23 = 58.04 
2023-24 = 57.04 
2024-25 = 56.04 
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company has brought forward schemes to start 
early to ensure benefit to customers are realised as 
soon as possible.  

We revise the performance commitment definition to not include 
the £0.3m spent by the company on hydraulic modelling in the 
exclusion of work underway definition. 

Units: The percentage change 
from the baseline 
 
We set the performance 
commitments levels for Hydraulic 
flood risk resilience (external) as 
follows: 

2020-21 = 254.53 
2021-22 = 232.33 
2022-23 = 210.13 
2023-24 = 187.93 
2024-25 = 165.73 
 
Units: The number of modelled 
internal flooding incidents 
 

Hydraulic flood risk 
resilience (internal) 

PR19UUW_G05-
WWN 

 

Caps, collars and 
deadbands 

To achieve fast-track status at the 
initial assessment of plans United 
Utilities agreed to a series of 
actions on its outcome delivery 
incentives package, including this 
performance commitment. 
Specifically, the company agreed 
to set a cap and collar at its 
revised P90 and P10 estimated 
performance levels. 

 

The company completed the 2018-19 calculation 
(subject to the required audit of the baseline 
position), which has led to an increase in the 
baselines for these two performance commitments, 
as a result of additional properties at risk being 
identified during the year. 

To allow the revised values for this measure to be 
included within its final determination, the company 
has set out the revised performance commitment 
levels, and associated changes in caps and collars. 

 

Change for final determination. 

We change the caps and collars in line with the changes to the 
performance commitment levels, and as the company proposes 
in its representation. 

 

48TWe set underperformance collars 
to the following levels: 
 
2020-21 = 78.04 
2021-22 = 78.54 
2022-23 = 79.04 
2023-24 = 79.54 
2024-25 = 80.04 

Units: Annual number of modelled 
incidents at high risk properties 

48TWe set outperformance caps to 
the following levels: 
 
2020-21 = 37.90 
2021-22 = 36.90 
2022-23 = 35.90 
2023-24 = 34.90 
2024-25 = 33.90 

Units: Annual number of modelled 
incidents at high risk properties 
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Hydraulic flood risk 
resilience (external) 

PR19UUW_G06-
WWN 

 

Caps, collars and 
deadbands 

To achieve fast-track status at the 
initial assessment of plans United 
Utilities agreed to a series of 
actions on its outcome delivery 
incentives package, including this 
performance commitment. 
Specifically, the company agreed 
to set a cap and collar at its 
revised P90 and P10 estimated 
performance levels. 

 

The company completed the 2018-19 calculation 
(subject to the required audit of the baseline 
position), which has led to an increase in the 
baselines for these two performance commitments, 
as a result of additional properties at risk being 
identified during the year. 

To allow the revised values for this measure to be 
included within its final determination, the company 
has set out the revised performance commitment 
levels, and associated changes in caps and collars. 

 

Change for final determination. 

We change the caps and collars in line with the changes to the 
performance commitment levels, and as the company proposes 
in its representation. 

 

48TWe set underperformance collars 
to the following levels: 
 
2020-21 = 289.93 
2021-22 = 301.03 
2022-23 = 312.13 
2023-24 = 323.23 
2024-25 = 334.33 

Units: Annual number of modelled 
incidents at high risk properties 

48TWe set outperformance caps to 
the following levels: 
 
2020-21 = 153.43 
2021-22 = 131.23 
2022-23 = 109.03 
2023-24 = 86.83 
2024-25 = 64.63 

Units: Annual number of modelled 
incidents at high risk properties 

Direct Procurement 
for Customers: 
Manchester and 
Pennine resilience 
project 

PR19UUW_B09-DP 

ODI rates We deferred our view of this 
performance commitment until 
final determination. 

All representations from companies and other 
stakeholders regarding Direct Procurement for 
Customers are summarised and assessed in the 
'PR19 final determinations - Delivering customer 
value in large projects'. 

All representations from companies and other stakeholders 
regarding Direct Procurement for Customers are summarised 
and assessed in the Delivering customer value in large projects'. 
 

See Delivering customer value in 
large projects'. 

Voids 

PR19UUW_E10-HH 

 

Definition, 
performance 
commitment level and 
ODI rates. 

No intervention at fast track draft 
determination. 

In our slow-track and significant 
scrutiny draft determinations, we 
intervened for slow track and 
significant scrutiny companies to 
standardise the calculation 
methodology for ODI rates for the 
voids performance commitment. 
For United Utilities, were this to 
be applied, it would also imply a 

The company notes that in the outcomes appendix 
within the slow track Draft Determinations, we made 
a reference to a measure for void properties that 
was not within the company’s September 2018 
business plan and was not within the company’s fast 
track draft determination. This was in relation to a 
new voids definition based on the number of 
household properties classified as void as a 
percentage of the total number of household 
properties served by the company.  

Change for the final determination. 

In our final determination we revise our assessment to be 
consistent to those of slow track and significant scrutiny 
companies by removing this performance commitment and 
replacing it, as noted by the company, with the new performance 
commitment ‘Voids’ with the following definition: ‘The number of 
household properties classified as void as a percentage of the 
total number of household properties served by the company. 
Void properties are defined as properties, within the company’s 
supply area, which are connected for either a water service only, 
a wastewater service only or both services but do not receive a 

We revise the performance 
commitment by removing this 
performance commitment and 
replacing it with the new 
performance commitment ‘Voids’. 
The new performance 
commitment levels are: 

2020-21 = 6.70 
2021-22 = 6.31 
2022-23 = 5.92 
2023-24 = 5.53 
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definition change to its 
performance commitment on 
household occupancy verification 
and we would set performance 
commitment levels so that the 
proportion of voids in 2024-25 is 
halfway between the company 
starting void level and the current 
data from the Ministry of Housing, 
Communities and Local 
Government. 

 

In its representation the company notes that it has 
provided the relevant information if we decided to 
implement these changes within the final 
determination. The company notes that the fact it 
has provided this information does not constitute a 
representation that the change should be made. The 
company notes that the potential new performance 
commitment for ‘Voids’ (PR19UU_E10-HH) would 
replace performance commitment ‘Household 
occupancy verification’ (PR19UU_E02-HH).  

 

The company notes that this is a new measure, 
which would monitor the number of household 
properties classified as void as a percentage of the 
total number of household properties served by the 
company. As this is a newly proposed performance 
commitment for the company it did not originally 
directly forecast its 2018-19 position. 

The company considers that the proposed 
underperformance payments rate is too high, giving 
a potentially disproportionate impact from this ODI. 
For a relatively narrow P10 / P90 range of only +/-
1% per year from the target the company states it 
faces a P10/P90 financial impact of -£58m to 
+£29m. The company notes that this seems 
disproportionate to the impact of other ODIs, and 
too heavily biased towards underperformance 
payments. It considers that customers should share 
the risks of underperforming, taking into account 
that even if the company does not hit the 
performance commitment level they will still be 
getting benefit of reductions in voids towards the 
target. It also considers that the ODI rate should 
take into account bad debt risk, recognising that this 
will be higher for properties which are occupied, but 
whose occupiers actively seek to avoid being 
identified for billing purposes. The company 
proposes that the underperformance rate be set to 
match the outperformance rate. It states that this 

charge, as there are no occupants. Additionally a property 
connected for both services that is not occupied, only counts as 
one void property’.  

We consider that using the new performance commitment, we 
can better challenge the stretch of the performance level by 
comparing performance to that of other companies and to 
comparable data. We also consider that the revised 
performance commitment is more focused on the benefit for 
customers. 

As we update the definition, we consider it is necessary to 
update the performance commitment level. We consider the 
performance commitment levels proposed by the company to be 
sufficiently and convincingly evidenced. 

In our draft determinations we considered that there are clear, 
direct benefits to customers of companies reducing void sites, in 
the form of bill reductions. We also considered that 
underperformance payments are necessary to incentivise 
companies to identify void sites where services are being used. 
For this reason, as there is clear benefit for customers from 
doing so, we have decided to set financial incentives (including 
both outperformance and underperformance payments) for void 
performance commitments, where companies have proposed 
non-financial performance commitments or underperformance 
only ODIs.  

Bad debt: Further, in our draft determinations we did not adjust 
company average bills to take account of the likelihood of an 
identified false void bill being paid, as we considered that 
whether a bill is paid or not affects bad debt which is a cost that 
the company should largely control. Customers receive a benefit 
of bill reductions if the number of void properties reduced, 
regardless of whether the bill is paid.  

We explain further how we have set the ODI rates in the 
‘Delivering outcomes for customer’s policy appendix’. 

2024-25 = 5.15 

Unit: Percentage (%) of 
voids/total of connected 
properties. 

We revise ODI rates to: 

Underperformance: -£5.630m per 
1%. 

Outperformance: £5.630m per 
1%. 

See Table 3 for our assessment 
of representations and our 
decision regarding 
underperformance collars and 
outperformance caps for the 
company.  
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

would allow for risk-sharing and for some of the 
voids becoming billed with bad debt. 

Additionally the company proposes the following 
performance commitment levels: 

2020-21 = 6.70 
2021-22 = 6.31 
2022-23 = 5.92 
2023-24 = 5.53 
2024-25 = 5.15 

Unit: Percentage (%) of voids/total of connected 
properties. 

Non-household 
vacancy incentive 
scheme 

PR19UUW_E03-CF 

 

Performance 
commitment definition 

We set a bespoke performance 
commitment for the company on 
non-household vacant properties. 

The company considers a national approach would 
contribute to incentives working effectively and to 
the market operating efficiently. It then says on the 
basis of the approach developed in recent industry 
discussions, it would be willing to modify its two 
respective performance commitments to align with a 
national scheme.  

Change for the final determination. 

We assess representations concerning non-household gaps and 
voids in Table 2 of this document, and more fully in ‘business 
retail market representations’.  

 See Table 2 

Keeping reservoirs 
resilient 

PR19UU_B10-WR 

 

Performance 
commitment 
definition, ODI type 
and ODI rate 

The performance commitment did 
not include financial incentives at 
fast track draft determination 
because the associated cost 
adjustment claim did not pass our 
gated assessment process. 

United Utilities Water proposes reintroduction of 
financial incentives for its ‘keeping reservoirs 
resilient’ performance commitment which is 
associated with a cost adjustment claim.  

The company presents further evidence in support 
of its claim and the performance commitment. It 
restates that its reservoir resilience measure has a 
standard incentive rate to account for early and late 
delivery, which would be reconciled ‘in-period’. It 
also has a separate standard and larger incentive 
rate that would be reconciled at the end of the 2020-
25 period for elements of the programme that it 
would not have delivered. 

We queried the company in order to better 
understand its proposals to reduce the risk at its 
reservoirs. We noted in our query that its proposed 
measure and incentives would lead to the same 
outperformance payments for reducing the risk for a 
given population no matter the actual change in risk. 

Change for the final determination 

The company’s original proposals for the performance 
commitment do not comply with our standard approach for 
setting performance commitments. This is because it has not 
carried out specific customer engagement to demonstrate 
support for the measure. We do not accept the cost adjustment 
claim at final determination under the cost assessment 
framework because we consider that we have made sufficient 
allowances in the water resources price control for this type of 
activity. Normally there would be no need for an outcome 
delivery incentive to protect customers, however we consider 
that the company provides sufficient justification to be 
incentivised to deliver its reservoir safety programme. The 
company proposes to carry out risk reduction measures on 
seven reservoirs in the red ‘Unacceptable to any exposed 
individual’ category as defined by the Health and Safety 
Executive. 

We consider that there are clear benefits for customers and the 
society in the company delivering its reservoir safety programme 

We adopt the performance 
commitment definition as 
provided in the query response of 
14 October 2019. 

We make amendment to the 
company's calculation of the risk 
reduction units. We determine a 
cumulative risk reduction units 
total at the end of 2025 of 7.992 
compared to the company’s 
calculation of 8.191 units. We set 
the performance commitment 
levels as follows: 

2020-21 = 0.00000 
2021-22 = 0.00000 
2022-23 = 0.04439 
2023-24 = 2.99149 
2024-25 = 7.99180 



    

PR19 final determinations: United Utilities – Delivering outcomes for customers final decisions 

27 

Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

We stated that we are concerned that this may not 
provide appropriate incentives to target the schemes 
which lead to the greatest value in terms of overall 
risk reduction. We argued that while it would be less 
transparent to customers, we consider a 
performance commitment that is specified in terms 
of the reduction in risk (both probability and 
consequence) might lead to more appropriate 
incentives.  

Through a query response the company proposes to 
replace its original measure with a revised measure, 
(based on our recommendation) which it argues 
directly takes account of the change in probability as 
well as the given population. The company justifies 
its approach in that it seeks to address all the 
reservoirs that have been found to be in the 
‘Unacceptable to any exposed individual’ Health and 
safety Executive risk category (see chart overleaf) 
including at those sites with low overall risk 
(probability of failure x likely loss of life). For those 
sites it assumes a higher consequence so that risk 
reduction work at these sites can be prioritised. The 
company proposes to record the amount of risk 
reduction delivered, and to report this against the 
annual target i.e. the performance commitment is 
measured via ‘risk reduction units’. 

The company proposes that if it delivers risk 
reduction measures early, or additional risk 
reduction projects beyond those currently forecast in 
the programme, it should receive outperformance 
payments. It proposes that, in order to protect 
customers it will only claim the difference (the risk 
reduction benefit) between the pre-intervention risk 
level, and the risk level at the boundary of the 
‘Tolerable’ risk category.  It also proposes that the 
incentive rates are based on the UK Department for 
Transport published ‘value per avoided fatality’ 
figure, which it claims is widely used in industry 
when considering the valuation of risk management 
activities.  

and that the company should be incentivised to do so. It will 
have resilient raw water supplies in the future and delivery of the 
reservoir safety programme will reduce the individual and 
societal risks presented by reservoir failure. The company has 
followed our recommendation to use risk as the basis for 
prioritisation in order to better demonstrate these benefits to 
customers. The revised approach (calibrated prioritisation) is 
directly based upon risk, although with a slight adjustment to the 
consequence score, to both ensure that the ‘red’ risks are 
appropriately prioritised and that additional customer protection 
is provided for these schemes. We consider that the proposed 
measurement in terms of ‘risk reduction units’ to be more 
appropriate because it better represents the benefits to 
customers and society.  

The company cites customer support in general for resilience 
measures and intergenerational funding of future improvements 
which aligns with this measure. Although it does not 
demonstrate specific customer support for financial incentives 
for this measure, we consider on balance that there is sufficient 
line of sight between the long-term resilience measures and the 
long-term reservoir safety benefits that we consider customers 
would be willing to support outperformance payments.  

The company provides sufficient evidence that its levels are 
stretching because it is proposing a measure which includes all 
the qualifying projects. We consider that the company’s proposal 
satisfies its statutory obligations with the Health and Safety 
Executive and ensures that the performance commitment levels 
remain stable. 

We do not consider the company’s calculation of the risk 
reduction units, which do not equate to net reduction, to be 
correct. This is because it inconsistently compares the pre-
intervention probability x weighted consequence (equivalent 
population) against the post-intervention probability x 
consequence (actual population). We determine a cumulative 
risk reduction units total at the end of 2025 of 7.99180 compared 
to the company’s calculation of 8.191 units. 

We consider that the company proposes a credible profile for 
schemes which involves some designs and enabling works in 

Unit: Cumulative risk reduction 
points achieved 

We include underperformance 
payments for non-delivery and 
outperformance payments for 
delivering more risk reduction 
benefit points through other 
reservoirs in the ‘intolerable’ 
societal risk category.  

We use our standard approach to 
setting incentive rates which is 
based on the totex amount in the 
cost adjustment claim. This 
results in an underperformance 
payment rate of -£3.2025m per 
risk reduction unit and an 
outperformance payment rate of 
£3.2025m per unit per risk 
reduction unit. 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

the first two years of the 2020-25 period, with scheme delivery 
thereafter. 

We consider it is inappropriate to use the company’s proposed 
approach of a valuation based on the UK Department for 
Transport published ‘value per avoided fatality’ figure to derive 
incentive rates. While fatalities are possible in a reservoir failure 
it is unlikely to be the number that are at risk. In any case 
focusing on fatalities excludes more likely consequences of 
damage and disruption. In the absence of a more detailed 
assessment we consider that benefits are at least equal to the 
costs proposed by the company in the cost adjustment claim. 
This is in line with our approach for other bespoke scheme-
specific performance commitments which relate to scheme 
delivery. This leads to higher ODI rates. 

C-MeX 

PR19UUW_D01-HH 

 

All We set a common performance 
commitment for all companies 
regarding customer satisfaction. 

All representations from companies and other 
stakeholders are summarised and assessed in the 
'Customer measure of experience (C-MeX) and 
developer services measure of experience (D-MeX) 
policy appendix’.  

All representations from companies and other stakeholders are 
summarised and assessed in the 'Customer measure of 
experience (C-MeX) and developer services measure of 
experience (D-MeX) policy appendix’.  

See ‘Customer measure of 
experience (C-MeX) and 
developer services measure of 
experience (D-MeX) policy 
appendix’. 

D-MeX 

PR19UUW_D02-CF 

 

All We set a common performance 
commitment for all companies 
regarding developer satisfaction. 

All representations from companies and other 
stakeholders are summarised and assessed in the 
'Customer measure of experience (C-MeX) and 
developer services measure of experience (D-MeX) 
policy appendix’.  

All representations from companies and other stakeholders are 
summarised and assessed in the 'Customer measure of 
experience (C-MeX) and developer services measure of 
experience (D-MeX) policy appendix’.  

See ‘Customer measure of 
experience (C-MeX) and 
developer services measure of 
experience (D-MeX) policy 
appendix’. 
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Table 2: United Utilities - Representations from other stakeholders  

Stakeholder Performance 
commitment 

Type Our intervention for the 
draft determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Business Stream, 
UK Water Retailer 
Council 

Non-household 
void sites 

 

Performance 
commitment 
definition 

We set a bespoke 
performance commitment for 
some companies (Severn 
Trent Water, SES Water, 
South East Water, Thames 
Water, and United Utilities) 
regarding non-household void 
sites. We set a bespoke 
performance commitment for 
some companies (Severn 
Trent Water, Northumbrian 
Water, United Utilities, and 
Wessex Water) regarding non-
household gap sites 

 

Two retailer stakeholders (Business Stream, 
UK Retailer Water Council) welcome incentives 
to reduce non-household void and gap 
properties but said it significantly increases the 
likelihood of wholesalers unilaterally activating 
charges on retailers for void properties, 
introducing unmanageable cost and risk for 
retailers. They also note data quality issues in 
the market database.  

They also state that void and gap performance 
commitments are inconsistent in process, 
design and incentive rates. One representation 
proposes that we temporarily suspend the 
introduction of the PR19 incentives and 
charges for vacant properties until an industry-
wide solution is agreed.   

They state that wholesalers might not share 
financial incentives with retailers, despite the 
costs of bringing vacant sites into charging 
potentially being incurred by retailers. One of 
the stakeholders proposes a consistent 
scheme for sharing payments with retailers. 

Change for the final determination. 

With regards to the concerns raised in relation to the 
charging levels that wholesalers could apply to vacant 
properties and data quality issues, we are considering this 
point as part of our ongoing review of incumbent water 
company support for the development of effective 
markets. While we cannot require companies to share 
outperformance payments with retailers, we would expect 
this to be considered by companies given the joint role 
both play in identifying and reducing the level of gaps and 
void sites in the market. 

Retailers may deal with multiple wholesalers and so 
bespoke performance commitments can risk exacerbating 
market frictions from cumbersome wholesaler-retailer 
interactions. The Retailer Wholesaler Group (RWG) is 
developing a set of consistent processes for implementing 
financial incentives relating to business gaps sites and 
voids by April 2020. In April 2020 we will ask each of the 
six wholesalers with bespoke performance commitments 
on gaps or voids to set out the steps they have taken to 
ensure that the introduction of these bespoke 
performance commitments will not exacerbate problems 
associated with wholesaler-retailer interactions.  

It is possible that, at some time during the 2020-25 period, 
a common financial incentive on gaps and/or voids is 
developed by market participants (for example this could 
be developed at part of the reform of the Market 
Performance Framework). If industry was planning to 
introduce a common financial incentive on business voids, 
we would consider, with those companies which have 
bespoke performance commitments on business retail 
gaps and voids, the appropriate way to take such a 
measure into account in their future in-period 
determinations. For performance commitments relating to 
non-household gaps or void sites, we therefore include a 
clause which confirms that we will take into account the 
financial consequences of any retail market mechanism 
which may be developed, for example, under the Market 

We include a clause for all 
relevant performance 
commitments which confirms 
that we will take into account 
the financial consequences of 
any retail market mechanism 
which may be developed, for 
example, under the Market 
Performance Framework, 
when making in-period 
determinations. 

https://www.ofwat.gov.uk/regulated-companies/markets/review-of-incumbent-company-support-for-effective-markets/
https://www.ofwat.gov.uk/regulated-companies/markets/review-of-incumbent-company-support-for-effective-markets/
https://www.ofwat.gov.uk/regulated-companies/markets/review-of-incumbent-company-support-for-effective-markets/
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Stakeholder Performance 
commitment 

Type Our intervention for the 
draft determination  

Summary of company representation Our assessment and rationale for the final 
determination decision 

Decisions for the final 
determination  

Performance Framework, when making in-period 
determinations.  

We discuss this topic in more detail in ‘Business retail 
market representations’. 
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Table 3: United Utilities - Changes to the draft determination not due to a representation 
Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

N/A ODI rates We intervened on some ODI rates at draft 
determination.  

Change for the final determination  

For final determinations we revise some ODI rates on which we have previously 
intervened due to updates in the underlying data used to calculate the ODI rates. In 
particular, we update the data on the number of connections to reflect the latest 
information available. In most cases this has only a small impact on the ODI rates.  

We update all ODI rates where we calculate a ‘delay’ or ‘cost-recovery’ rate using 
the weighted average cost of capital and/or other regulatory parameters to reflect 
the values we are using in our final determination. 

We also make a small number of corrections for where we have identified errors in 
our draft determination calculations. The final ODI rates are specified in United 
Utilities – Outcomes performance commitment appendix. 

We change ODI rates where the underlying 
data used to calculate the rate has been 
updated, or an error has been identified. 

Internal sewer flooding 

UUW_G02-WWN 

 

P10 performance levels N/A Change for the final determination. 

Our approach to adjusting the estimates of P10 and P90 performance levels is set 
out in ‘Delivering outcomes for customers policy appendix’. 

To estimate P10 performance levels, we first adjust the P10 performance levels for 
changes in the performance commitment levels between business plan submission 
and final determination. We then conduct reasonable range analysis on the ratio of 
P10 performance levels to performance commitment levels, and we determine that 
the P10 performance level is outside the reasonable range. We therefore increase 
the stretch of the P10 performance levels to align them to the reasonable range 
outer bound one standard deviation away from the mean. 

We estimate P10 performance levels as: 
 
2020-21 = 1,257 
2021-22 = 1,213 
2022-23 = 1,172 
2023-24 = 1,122 
2024-25 = 1,074 
 
Units: number of incidents 
 
 
 

Internal sewer flooding 

PR19UUW_G02-WWN 

ODI rates At fast track draft determination we 
intervened to decrease the company’s ODI 
outperformance rate.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications if the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. We changed the 
company’s outperformance rate by re-
triangulating it using the average of the 2 
willingness to pay values from the 
company’s two pieces of valuation research. 

Change for the final determination. 

We change the company’s outperformance rate by re-triangulating it using the 
average of the two willingness to pay values from the company’s two pieces of 
valuation research. We set the company’s outperformance ODI rates to £6.751m/ 
incident per 10,000 connections. 

When considering the performance commitment package as a whole, we consider 
whether the balance of incentives for particular performance commitments is 
appropriate at both an industry and company level. We set all companies' 
underperformance rates symmetrically to outperformance rates to provide a more 
balanced spread of incentives and risk on internal sewer flooding. Please refer to 
the ‘Delivering outcomes for customers policy appendix’ for more detail on this 
sector wide change.   

We change the company’s outperformance 
and underperformance payment rates to +/-
£6.751m/ incidents per 10,000 connections.  
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

We set the company’s outperformance ODI 
rates to £6.751m/ incident per 10,000 
connections.  

External flooding incidents 

PR19UUW_G03-WWN 

ODI rate At fast track draft determination we 
intervened to reduce the company’s 
outperformance rate. The company’s 
underperformance rate was set at -
£0.0057m/ incident and outperformance rate 
was set at £0.0007m/ incident.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications if the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. This implied an 
outperformance rate of £0.00537m/incident 
and an underperformance rate of -
£0.00645m/incident. 

Change for the final determination.  

The company does not submit a representation on this performance commitment. 
We therefore set the company’s ODI underperformance rate for this performance 
commitment at the level implied by our slow track draft determination.  

We set the company’s underperformance 
rate to -£0.00644m/ incident and the 
outperformance rate to £0.00537m/ incident.   

External flooding incidents 
 
PR19UUW_G03-WWN 

Caps, collars and 
deadbands. 

We did not set caps and collars at draft 
determination. 

Change for the final determination. 

The company does not make a representation regarding the collar for this 
performance commitment.  

We explain in the ‘Delivering outcomes for customers policy appendix’ that we are 
applying collars for this performance commitments to all companies and how we set 
these levels. For external sewer flooding we are setting the collar at 1.5 times the 
2020-21 performance commitment level for all companies (except those with early 
certainty, or with enhanced ODIs). 

The levels for the outperformance cap are based on estimates of the P90 
performance, which has changed from the company proposed levels. We consider 
that the levels were pessimistic compared to other companies and revised them to 
the edge of our reasonable range. Our approach to adjusting the estimates of P10 
and P90 performance levels is set out in ‘Delivering outcomes for customers policy 
appendix’. 

We set collar levels to: 

2020-21 = 10,268 
2021-22 = 10,268 
2022-23 = 10,268 
2023-24 = 10,268 
2024-25 = 10,268 

We set cap levels to: 

2020-21 = 6,221 
2021-22 = 6,017 
2022-23 = 5,843 
2023-24 = 5,662 
2024-25 = 5,476 

Units = Number of external flooding 
incidents that have occurred in each 
financial year 

Mains repairs 

PR19UUW_B02_WN 

ODI rates At fast track draft determination we 
intervened to decrease the company’s ODI 

Change for the final determination. 

When considering the performance commitment package as a whole, we consider 
whether the balance of incentives for particular performance commitments is 

We change the company’s 
underperformance payment rate to -
£0.235m per repair per 1,000km of mains. 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

outperformance rate to £0.008m per number 
of repairs per 1000km of mains.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications if the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. We did not change the 
company’s rates at slow track draft 
determination.  

appropriate at both an industry and company level. We set all companies' 
underperformance rates at the normalised (per household) industry average on 
mains repair to provide a more balanced spread of incentives and risks across the 
company’s performance commitments. This will ensure the company does not 
overly focus on mains repairs to the detriment of other performance commitments 
which will benefit its customers.  

Please refer to the ‘Delivering outcomes for customers policy appendix’ for more 
detail on this sector wide change.   

Leakage 
 
PR19UUW_B01-WN 

 

Performance commitment 
definition 

No intervention at draft determination. Change for the final determination. 

To avoid any misinterpretation regarding the value for the company’s 2019-20 
leakage target, we amend the performance commitment definition to clarify the 
requirement for all companies. 

 

We amend the wording of the performance 
commitment definition to the following: 

‘As a minimum, if, using the PR14 
calculation of leakage set out in the PR14 
performance commitment, a company does 
not meet its 2019-20 leakage performance 
commitment level (specified in our PR14 
final determinations), the company’s actual 
level for 2019-20 will, for the purposes of 
setting the baseline for the 2020-25 period, 
be adjusted downwards by one third of the 
difference between the value derived from 
the PR14 2019-20 performance commitment 
level and the actual level for 2019-20. For 
PR14 performance commitments set on a 
three or five year average basis, we assume 
the 2019-20 annual performance 
commitment level is equal to the average 
level specified in the PR14 performance 
commitment.’ 

Leakage 

PR19UUW_B01-WN 

 

Performance commitment 
levels 

The intervention we made at fast track draft 
determination was to correct the 
performance commitment levels to be 
expressed in percentage reduction terms so 
that they are calculated with reference to a 
three year average 2019-20 baseline level of 
leakage.  

 

Change for the final determination. 

In its fast track draft determination the company leakage percentage reduction was 
increased from 15% to 20% on an annual average basis which was from 8.7% to 
14.0% on a three year average basis. We revert to the company’s September 
Business Plan proposal of 15% reduction on an annual average leakage since we 
consider this stretching and consistent with the wider sector challenge to reduce 
leakage with base cost allowances. However, we change the profile to ensure 
continuous improvement. The final leakage performance commitment levels are 
equivalent to 10.8% on a three year average basis by 2024-25 which will achieve at 

We set the performance commitment levels 
to the following values: 

2020-21= 0.8% 
2021-22= 1.9% 
2022-23= 3.7% 
2023-24= 6.6%  
2024-25= 10.8% 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

least a 15% improvement on PR14 levels and will enable it to earn outcome delivery 
incentives, if it improves performance beyond stretching levels to fund further 
service improvement including Water Resources Management Plan levels, where 
these go beyond the performance commitment level. 
Please refer to the ‘Delivering outcomes for customers policy appendix’ for further 
detail. 

Unit = Percentage reduction from 2019-20 
baseline using 3 year average (%) 

Leakage 

PR19UUW_B01-WN 

 

ODI rate At fast track draft determination we 
intervened to reduce the company’s 
outperformance rate and set it at £0.129m 
per megalitre per day.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications of the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. Our slow track draft 
determinations implied a change to the 
company’s outperformance rate to set it at 
the underperformance rate divided by 1.2. 
This resulted in an outperformance rate of 
£0.146m per megalitre per day.   

Change for the final determination.  

The company does not submit a representation on this performance commitment. 
We therefore set the company’s ODI underperformance rate for this performance 
commitment at the level implied by our slow track draft determination. 

 

 

We set the outperformance rate to £0.146m 
per megalitre per day. 

Leakage 
PR19UUW_B01-WN 

Caps, collars and 
deadbands 

We did not set caps and collars at draft 
determination. 

Change for the final determination.  

The company does not make a representation regarding the collar for this 
performance commitment.  

We explain in the ‘Delivering outcomes for customers policy appendix’ that we apply 
caps and collars for all companies for leakage and how we set these levels. For 
leakage we set the collar at 5% above (i.e. worse than) the 2019-20 baseline 
performance commitment level for all companies (except those with early certainty, 
or with enhanced ODIs). 

The levels for the outperformance cap are based on estimates of the P90 
performance, which are changed from those the company proposed. Our approach 
to adjusting the estimates of P10 and P90 performance levels is set out in 
‘Delivering outcomes for customers policy appendix’. 

We set collar levels to: 

2020-21 = -5.0 
2021-22 = -5.0 
2022-23 = -5.0 
2023-24 = -5.0 
2024-25 = -5.0 

We set cap levels to: 

2020-21 = -2.5 
2021-22 = -5.1 
2022-23 = -8.9 
2023-24 = -13.2 
2024-25 = -17.2 

Units: Percentage reduction from 2019-20 
baseline using 3 year average (%). 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

Reducing water quality 
contacts due to taste, smell 
and appearance 

PR19UUW_A02-WN 

ODI rate We did not intervene on the company’s ODI 
rates at fast track draft determination. The 
company’s rates were set at £7.165m/ 
contact per 10,000 population and -
£7.165m/ contact per 10,000 population 
respectively for outperformance 
underperformance.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications if the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. We set the company’s 
outperformance rate at level implied by the 
company’s willingness to pay values after 
correction for inappropriate triangulation and 
set the underperformance equal to the 
outperformance multiplied by 1.2. This would 
result in in outperformance and 
underperformance rates of £2.070m/ contact 
per 10,000 population and -£2.491m/ 
contact per 10,000 population respectively 

Change for the final determination.  

The company does not submit a representation on this performance commitment. 
We therefore set the company’s ODI underperformance rate for this performance 
commitment at the level implied by our slow track draft determination 

 

We set the outperformance and 
underperformance payment rates at 
£2.076m/ contact per 10,000 population and 
-£2.491m/ contact per 10,000 population 
respectively.  

Number of properties with 
lead risk reduced 

PR19UU_A03-WN 

Performance commitment 
definition 

No intervention at draft determination. Change for the final determination. 

We amend the definition in line with our changes to Wessex Water’s comparable 
performance commitment to ensure that companies can employ innovation where 
this provides greater benefits to customers. 

48TWe update the performance commitment 
definition to widen the definition with the 
words  
 
‘pipes whose long-term lead health risk is 
removed through the use of innovative 
technologies developed in the future and 
approved by the Drinking Water 
Inspectorate. The new technology must be 
expected to provide at least the same 
benefits to customers considering all factors 
including potential risks regarding drinking 
water, reduced disruption to customers and 
potential impacts on service such as 
reduced capacity or pressure drops if the 
technology relies on relining pipes.’ 

Water Supply Interruptions 

PR19UUW_B03-WN 

Caps, collars and 
deadbands. 

To achieve fast-track status at the initial 
assessment of plans United Utilities agreed 
to a series of actions on its outcome delivery 
incentives package, including this 

Change for the final determination. 

The company opts out of early certainty for its supply interruptions performance 
commitment. 

48TWe set underperformance collars to the 
following levels: 
 
2020-21= 00:22:45 
2021-22= 00:22:45 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

performance commitment. Specifically, the 
company agreed to set a collar at 00:14:40. 

Units: Hours:minutes:seconds 

As we explain in the ‘Delivering outcomes for customers policy appendix’ we 
consider that all companies should have caps and collars for supply interruptions. In 
the appendix we also explain how we set the level of caps and collars in the final 
determination including that we set caps at the P90 performance level. We review 
the estimate of P90 performance for this performance commitment and consider it is 
pessimistic compared to other companies and have amended these to be more in 
line with other companies and have set the caps at these levels. 

 

2022-23= 00:22:45 
2023-24= 00:22:45 
2024-25= 00:22:45 
 
48TWe set outperformance caps to the 
following levels: 
 
2020-21= 00:03:30 
2021-22= 00:03:21 
2022-23= 00:03:11 
2023-24= 00:03:02 
2024-25= 00:02:54 

Units: Hours:minutes:seconds  

Reducing water quality 
contacts due to taste, smell 
and appearance 
 
PR19UUW_A02-WN 

 
 

Caps, collars and 
deadbands. 

We did not intervene at fast track draft 
determination. 

 

 

Change for the final determination. 

The company does not make a representation regarding the collar for this 
performance commitment.  

We consider this performance commitment is financially material as set out in the 
‘Delivering outcomes for customers policy appendix’ and we apply caps and collars. 

We also explain in the ‘Delivering outcomes for customers policy appendix’ how we 
set the levels of caps and collars. For drinking water quality contacts we set the 
collar at 2 times the 2020-21 performance commitment level for this company, in 
line with our standard policy. 

The levels for the outperformance cap are based on estimates of the P90 
performance, which is changed from those the company proposed. Our approach to 
adjusting the estimates of P10 and P90 performance levels is set out in ‘Delivering 
outcomes for customers policy appendix’. 

48TWe set collar levels to: 

48T2020-21 = 34.5 
48T2021-22 = 34.5 
48T2022-23 = 34.5 
48T2023-24 = 34.5 
48T2024-25 = 34.5 
 
48TWe set cap levels to: 
48T2020-21 = 15.4 
48T2021-22 =  14.3 
48T2022-23 = 13.1 
48T2023-24 = 12.0 
48T2024-25 =10.8 
 
Units = Normalised (by population per 
10,000) number of customer contacts 
directly related to the taste, smell and 
appearance of drinking water that are 
received in a calendar year 

Number of customers lifted 
out of water poverty 
 
PR19UUW_E01-HH 

Caps, collars and 
deadbands 

We did not intervene at fast track draft 
N/determination. 

Change for the final determination. 

We consider this performance commitment is financially material as set out in the 
‘Delivering outcomes for customers policy appendix’ and we apply caps and collars. 

We also explain in the ‘Delivering outcomes for customers policy appendix’ how we 
set the levels of caps and collars. We set the cap and collar for this performance 

We set collar levels to: 

2020-21 = 46,102 
2021-22 = 47,875 
2022-23 = 49,648 
2023-24 = 51,422 
2024-25 = 53,195 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

commitment based on estimates of the P10 and P90 performance, which are slightly 
different to the caps and collars set at draft determinations. 

 
We set cap levels to: 

2020-21 = 69,153 
2021-22 =  71,813 
2022-23 = 74,473 
2023-24 = 77,132 
2024-25 = 79,792 
 
Units = Number of customers lifted out of 
water poverty. 

Pollution incidents 

UUW_C01-WWN 

P90 performance levels N/A Change for the final determination. 

Our approach to adjusting the estimates of P10 and P90 performance levels is set 
out in ‘Delivering outcomes for customers policy appendix’. 

To estimate P90 performance levels in this case, we first adjust the P90 
performance levels for changes in the performance commitment levels between 
business plan submission and final determination. We then adjust the P90 
performance levels to increase linearly from the 2020-21 level up to the level of the 
enhanced outperformance threshold by 2024-25. This approach is taken because 
the company’s P90 performance level for 2024-25 prior to this adjustment was 
pessimistic considering its request to have an enhanced ODI. 

We estimate P90 performance levels as: 
 
2020-21 = 19.86 
2021-22 = 17.24 
2022-23 = 14.63 
2023-24 = 12.01 
2024-25 = 9.40 
 
Units: incidents per 10,000km of sewer 
 

Pollution incidents 

PR19UUW_C01-WWN 

ODI rate At fast track draft determination we 
intervened to set the company’s 
underperformance rate at -£1.353m/ 
incidents per 10,000km of sewers.  

At the slow track and significant scrutiny 
draft determinations, we highlighted the 
implications if the decisions from our draft 
determinations for slow track and significant 
scrutiny companies were applied to fast-
track companies. This would imply a change 
to the company’s underperformance rate 
was to set it at 1.2x the company’s 
outperformance rate. This would result in an 
underperformance rate of -£0.912m/ incident 
per 10,000km of sewer.  

Change for the final determination.  

The company does not submit a representation on this performance commitment. 
We therefore set the company’s ODI underperformance rate for this performance 
commitment at the level implied by our slow track draft determination. 

We set the underperformance payment rate 
to -£0.912m/ incident per 10,000km of 
sewer.   
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

Pollution incidents 

PR19UUW_C01-WWN 

Enhanced ODI rate To achieve fast-track status at the initial 
assessment of plans the company agreed to 
a series of actions on its performance 
commitments. This resulted in a decrease in 
the company’s enhanced outperformance 
rate to 2x its standard outperformance rate. 
We further intervened to remove the un-
evidenced decrease in the company’s 
enhanced underperformance rate in its 
resubmission.  

At slow track draft determination we 
calculated a benchmarking externality for 
each performance commitment. We 
intervened where companies had proposed 
higher enhanced ODI rates than the 
benchmark. Our slow track draft 
determination had implications for the 
company’s enhanced ODI rates on this 
performance commitment. 

Change for the final determination.  

Using our methodology for slow track draft determination we implied a change to the 
company’s enhanced ODI rate that set it equal to the benchmarking externality.  

For final determination we retain the same methodology that we used to assess 
enhanced ODI rates at draft determination. We update the data on standard ODI 
rates used to calculate the benchmarking externality for final determination and 
corrected any errors in our draft determination calculations. Further details can be 
found in the ‘Delivering outcomes for customers policy appendix’.  

As a consequence of our benchmarking externality changing for final determination 
the company’s proposed enhanced ODI outperformance rate is below our estimate 
of the benchmarking externality. We are therefore not changing the ODI rates on 
this performance commitment for final determination. The enhanced rates are set at 
the level in the company’s fast track draft determination.  

N/A  

Pollution incidents 

PR19UUW_C01-WWN 

Enhanced ODI collar We did not intervene to set enhanced 
underperformance collars at fast track draft 
determination. At slow track draft 
determination we set the enhanced 
underperformance collar for this 
performance commitment at the lower decile 
of current company performance. Our slow 
track draft determination had implications for 
the company’s enhanced ODI collar on this 
performance commitment. 

Change for the final determination.  

We retain the same methodology used at slow track / significant scrutiny draft 
determination to set enhanced underperformance collars, however we update 
enhanced underperformance collars to align with the lower decile of the latest year 
of actual performance (2018-19). This is in line with our approach detailed in the 
40T‘PR19 draft determinations - Delivering outcomes for customers policy appendix’40T. 
We update enhanced underperformance collars for this performance commitment. 
Further details can be found in the ‘Delivering outcomes for customers policy 
appendix’. 

We change the company’s enhanced 
underperformance collar on this 
performance commitment to the following: 

2020-21 = 98.00 
2021-22 = 98.00 
2022-23 = 98.00 
2023-24 = 98.00 
2024-25 = 98.00 

Units: Incidents per 10,000km of sewer. 

Pollution incidents 

PR19UUW_C01-WWN 

Enhanced ODI thresholds To achieve fast-track status at the initial 
assessment of plans the company agreed to 
a series of actions on its performance 
commitments. This resulted in a lower 
performance level for its enhanced 
underperformance thresholds for this 
performance commitment. At slow track draft 
determination we took a single industry view 
for each performance commitment of the 
threshold level of performance beyond which 
companies should receive enhanced 
outperformance payments. We also 

Change for the final determination.  

We make amendments to our methodology for calculating enhanced 
outperformance thresholds for the final determination, details of which can be found 
in the ‘Delivering outcomes for customers policy appendix’. We also change 
outperformance thresholds if we have found errors in our draft determination 
calculations. We therefore update the enhanced outperformance thresholds for this 
performance commitment.  

We retain the same methodology used at draft determination to set enhanced 
underperformance thresholds, however we update enhanced underperformance 
thresholds to align with the lower quartile of the latest year of actual performance 

We change the company’s enhanced 
outperformance threshold on this 
performance commitment to the following: 

2020-21 = 11.83 
2021-22 = 11.46 
2022-23 – 11.11 
2023-24 = 10.82 
2024-25 = 9.42 

Units:  Incidents per 10,000km of sewer.  

https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

maintained our view that the actual lower 
quartile of performance should be used to 
calculate the enhanced underperformance 
threshold for each performance 
commitment. Our slow track draft 
determination had implications for the 
company’s enhanced ODI thresholds on this 
performance commitment. 

(2018-19). This is in line with our approach detailed in the 40T‘PR19 draft 
determinations - Delivering outcomes for customers policy appendix’40T. Further 
details can be found in the ‘Delivering outcomes for customers policy appendix’.  

We change the company’s enhanced 
underperformance threshold on this 
performance commitment to the following: 

2020-21 = 41.60 
2021-22 = 41.60 
2022-23 = 41.60 
2023-24 = 41.60 
2024-25 = 41.60 

Units:  Incidents per 10,000km of sewer.  

Number of properties with 
lead risk reduced 

PR19UU_ A03-WN 

Caps, collars and 
deadbands 

We set cap levels as follows: 

2020-21 = 0 
2021-22 = 3,000 
2022-23 = 3,600 
2023-24 = 3,500 
2024-25 = 3,500 
 
Units = Number of properties 

Change for the final determination. 

We explain in the 40T‘PR19 draft determinations - Delivering outcomes for customers 
policy appendix’40T how we set the levels of caps and collars.  

We set the cap and collar for this performance commitment based on estimates of 
the P10 and P90 performance, which are slightly different to the caps and collars set 
at draft determinations. 

We set cap levels to: 

2020-21 = 0 
2021-22 = 3,600 
2022-23 = 3,500 
2023-24 = 3,500 
2024-25 = 3,500 
 
Units = Number of properties 

Sewer blockages 

PR19UU_ F02-WWN 

 

 

Caps, collars and 
deadbands 

We did not set a collar in the draft 
determination. 

Change for the final determination. 

We consider this performance commitment is financially material as set out in the 
40T‘PR19 draft determinations - Delivering outcomes for customers policy appendix’40T 
and we apply caps and collars. 

We also explain in the ‘Delivering outcomes for customers policy appendix’ how we 
set the levels of caps and collars. 

At draft determination we did not apply collars, but we apply collars for the final 
determination in line with our standard approach. 

We set collar levels to: 

2020-21 = 30,996 
2021-22 = 30,996 
2022-23 = 30,996 
2023-24 = 30,996 
2024-25 = 30,996 

Units: Number of sewer blockages  

Voids 

PR19UUW_E10-HH 

 

 
 
 

Caps, collars and 
deadbands 

We did not set this performance commitment 
at draft determination. 

Change for the final determination. 

As we explain in the 40T‘PR19 draft determinations - Delivering outcomes for 
customers policy appendix’40T, we consider that performance commitments that 
measure the percentage of void properties are uncertain and all companies should 
have caps and collars. We also explain how we set the level of caps and collars and 
adjust the estimate of P10 and P90 performance levels. 

 

We set collar levels to: 

2020-21 = 7.38 
2021-22 = 7.38 
2022-23 = 7.38 
2023-24 = 7.38 
2024-25 = 7.38 

https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/PR19-draft-determinations-Delivering-outcomes-for-customers-policy-appendix.pdf
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

 
 
 
 

 
 
 

 Units: Percentage household properties 
classified as void 

We set cap levels to: 

2020-21 = 6.02 
2021-22 = 5.24 
2022-23 = 4.46 
2023-24 = 3.68 
2024-25 = 2.92 

Units: Percentage household properties 
classified as void 

Water service resilience 

UUW_B08-WN 

P10 and P90 performance 
levels 

N/A Change for the final determination. 

Our approach to adjusting the estimates of P10 and P90 performance levels is set 
out in ‘Delivering outcomes for customers policy appendix’. 

A change is required because the nature of this performance commitment has 
changed significantly since it was first proposed in the company’s business plan, 
including a change in the direction of improving performance. In addition, we do not 
consider the company’s P10 and P90 performance levels it proposes in its 
representations to be credible for an efficient company. In the absence of any 
comparative data we apply judgement to estimate P10 and P90 performance levels 
in this case. We estimate P10 levels equal to 10% underperformance against 
performance commitment levels and P90 levels to 10% outperformance against 
performance commitment levels.  

We estimate P10 performance levels as: 
 
2020-21 = 0 
2021-22 = 344 
2022-23 = 688 
2023-24 = 1,031 
2024-25 = 1,373 
 
We estimate P90 performance levels as: 
 
2020-21 = 0 
2021-22 = 420 
2022-23 = 840 
2023-24 = 1,260 
2024-25 = 1,679 
 
Units: Reduction in number of customer 
water supply service days at risk per year 
reported to zero decimal places 
 

Non-household vacancy 
incentive scheme 

UUW_E03-CF 

 

P90 performance levels N/A Change for the final determination. 

Our approach to adjusting the estimates of P10 and P90 performance levels is set 
out in ‘Delivering outcomes for customers policy appendix’. 

To estimate P90 performance levels in this case, we use the company’s P90 
performance levels that it proposes in its representations (table OC1, August 2019). 

We estimate P90 performance levels as: 
 
2020-21 = 4,590 
2021-22 = 4,590 
2022-23 = 4,590 
2023-24 = 4,590 
2024-25 = 4,590 
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Performance 
commitment 

Type Our intervention for the draft 
determination  

Our assessment and rationale for the final determination decision Decisions for the final determination  

This approach is taken because P90 performance levels were not provided in the 
company’s February 2019 business plan submission. 

 
Units: number of vacancy incentive 
payments made 

Priority services for 
customers in vulnerable 
circumstances 

PR19UUW_D03-HH 

Performance commitment 
level 

Our intervention at draft determination was 
to change the definition of the performance 
commitment by splitting the measure into 
‘attempted’ (i.e. an outbound contact that 
has not received a response) and ‘actual’ 
contacts (i.e. updates to data based on 
contact with the customer). 

Change for the final determination. 

The company does not make a representation regarding the performance 
commitment level. However, we receive a number of representations from 
companies and other stakeholders. Based on the compelling evidence set out in 
these representations, we revise the performance commitment levels for the actual 
contacts element of the performance commitment. 

The following is a sector-wide change for the 
final determination. 

We revise the performance commitment 
levels for the actual contacts to: 

2020-21 = 17.5 
2021-22 = 35.0 
2022-23 = 35.0 
2023-24 = 35.0 
2024-25 = 35.0 
 
Unit: Percentage of priority services 
customers that the company has made 
actual contact with 
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