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There is no doubt that Covid-19 has made the past 
year challenging for businesses and individuals 
across the country. The scale of the task and the 
need for pace in tackling climate change have also 
become increasingly evident. 

I have been pleased to see the industry step up 
during the pandemic, continuing to provide the 
essential public services on which we all rely, 
supporting the most vulnerable and its supply 
chain, and coming forward to play a part in the 
country’s green recovery. I also welcome the 
publication of the Water UK routemap to 2030 showing how the industry will achieve 
net zero operational greenhouse gas emissions by that date. Yet we all know there 
remains a huge amount to do. The full impacts of the pandemic on customer 
vulnerability and on affordability is yet to be felt. There is increasing urgency in calls 
to improve river and bathing water quality, and enhance biodiversity. The impact of 
climate change continues to be felt by both companies and customers, with severe 
flooding and high temperatures in the year just gone. All of this highlights challenges 
that we all need to address if customers are to receive affordable, resilient, high 
quality and environmentally sustainable services into the future.

The past year has reminded us that, even in the midst of crisis, it is possible to forge 
ahead with much needed investment. We have also seen some companies make 
substantial service improvements (such as on leakage). We are pleased to see water 
companies working together (for example to prepare for EU Exit and to encourage 
water efficiency) and the continued commitment to the sector’s public purpose. We 
have benefited from working together with the industry, for example to design the 
innovation fund, to explore how to reduce the environmental damage from sewer 
overflows and to assess the impact of Covid-19 on the sector. I look forward to further 
collaboration especially as we begin the early stages of designing the next price 
review. 

As we look forward to 2021-22, the key themes in our strategy, ‘Time to act, together’, 
have never been more relevant. We set out in our strategy the outcomes we want to 
achieve against our three strategic goals:

• Transforming company performance.
• Driving companies to meet longterm challenges.
• For water companies to demonstrate a wider public purpose.

Foreword

https://www.ofwat.gov.uk/wp-content/uploads/2019/10/Time-to-act-together-Ofwats-strategy-1.pdf
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Our PR19 final determinations are a key building block for these goals, funding 
company investments and setting outcome and performance commitments for 
customers and the environment. 

This document sets out the work we plan to do over the financial year 2021-22 to 
deliver our strategic priorities. We also show how our work aligns with the Strategic 
Policy Statements set out by the Welsh and UK Governments. 

We will continue to act confidently, with purpose and integrity, joining forces with 
regulators, governments, companies and civil society to deliver our ambitions and 
to deliver our core purpose of improving life through water. We are committed to 
fulfilling our own responsibility to listen, adapt and continually improve so that we do 
the best possible job of holding the sector to account.

Rachel Fletcher
Chief Executive
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Looking ahead

In addition to setting out here our draft forward programme for 2021-22, we are also 
working on a multi-year plan to the end of the current five-year regulatory period 
in March 2025. This plan will set out Ofwat’s areas of focus and help stakeholders 
understand the issues on which we expect to engage with them over the coming 
years. It will also help us with our medium-term financial planning and efficiency 
improvements. 

This medium-term planning recognises the numerous building blocks that we need 
to have in place well in advance of the next price review if we are to be in the best 
position to meet future challenges and to achieve our collective longer term goals 
for the sector which reach beyond 2025. Other components will undoubtedly emerge 
as we begin to consult on the PR24 framework and over time. In particular, in the 
earlier years of this price review cycle, in addition to beginning to develop the PR24 
framework, we need to focus on the following:

• Next Water Industry National Environment Programme (WINEP in England; 
NEP in Wales): continuing the work of government, regulators and the sector 
to evolve WINEP such that it becomes more outcomes focused, enables wider 
environmental outcomes to be incorporated (like net zero, biodiversity and flood 
resilience), accommodates a more systems and catchment oriented approach, 
and allows relevant parties to co-design, co-deliver and co-fund.

• Net zero: continuing to develop a richer understanding of company progress 
and performance on reducing greenhouse gas emissions. This will allow us to 
support, challenge and drive this sector-wide effort, aiding our ability and that of 
other stakeholders to help ensure that net zero is delivered in the best and most 
efficient way possible through PR24 and beyond to 2050.

• Strategic water resources schemes: keeping up the momentum on the 
shape and delivery of schemes that develop strategic solutions on water 
resource management for the long term. This will require a continued focus on 
collaboration, including to address any commercial and regulatory barriers to 
such schemes.

• Company performance: continuing to improve and keep up-to-date our 
understanding of company performance, optimising the data at our disposal and 
that companies share with their stakeholders, and ensuring we are making the 
most of the insights this information provides.

1.  Introduction
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More generally by the end of this price review period, we aim to have: 

• Deepened our understanding of customers: working collaboratively with CCWater, 
MOSL and other stakeholders, Defra and the Welsh Government, to enable us to 
respond better to the needs of different customer groups and improving customer 
service, particularly for those who are vulnerable;

• Held companies to account for improved performance: we expect to see a 
marked improvement particularly from the poorest performers in areas where the 
impact of poor performance on customers or on the environment are felt the most;

• Widened opportunities for investors: through the development of new approaches 
to strategic development of infrastructure in the context of the RAPID and DPC 
schemes, including through the development of nature based solutions;  

• Improved the effectiveness of markets in delivering good value for customers 
and promoting innovation to help achieve our wider sustainability goals: this 
goes hand in hand with recognising the different policy perspective of the Welsh 
Government on the use of competition and markets in the sector in Wales;

• Supported the development of an improved innovation culture: further 
motivating positive change in company culture in terms of the sector’s approach 
to innovation and delivery of public value more generally. We expect to see the 
sector keeping pace with the opportunities presented by technological change to 
enhance delivery of outcomes for customers and the environment.

In all our activities we will work with both the UK and Welsh governments to ensure 
we play our part in delivering their respective strategic priorities and objectives 
for the sector, as well as doing all we can to provide the sector with clarity on the 
strategic long-term targets they should be working towards. We also recognise with 
the ongoing impact of the Covid-19 pandemic that we will likely need to flex our 
delivery priorities, including to meet the changing needs of customers.

We set out below a headline perspective on progress in achieving the three central 
goals in our strategy.

Transforming company performance

We acknowledge the significant contribution water companies and their employees 
have made in responding to the Covid-19 pandemic over the last year. Some 
companies also made significant improvements in some of their performance 
metrics at the end of the last AMP and some are indicating they are on track to 
outperform on PR19 targets. Nevertheless, we have also seen examples of very poor 
performance, particularly in terms of a number of environmental outcomes, and we 
remain concerned about the operational and financial resilience of some companies. 
There is still more to be done to maximise value for customers through the business 
retail market. Our ambition to improve our understanding of water companies and 
the drivers of performance will be a key area of focus next year, building on the work 
we have done to date to improve the quality of our data and insight and ensuring 
companies are harnessing technological advances to improve.
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Preparing to meet long-term challenges

There has been some real progress this year, especially in identifying and 
progressing the large investment projects required to provide reliable services for 
future generations. It is important that this momentum is maintained. Our forward 
programme for next year highlights the key milestones in the development of a number 
of strategic schemes, including the Havant Thicket reservoir, company DPC schemes 
and RAPID strategic schemes. However, these are set in the context of a much longer 
term perspective and a need to ensure enhanced focus on wastewater systems 
planning and on the synergies between flood and water resource management. We 
recognise the need to attract the right kind of investment for the long term, looking 
beyond traditional hard infrastructure solutions, and with an appropriate level of return 
to maximise the opportunities to deliver for customers and the environment up to and 
beyond the next price review period. Any supply side solutions, both on the water and 
wastewater side, need to be accompanied by a strong focus on the customer behaviour 
and demand side – from water efficiency and reduced consumption to considered and 
appropriate use of the drainage infrastructure.   

Greater public value  

While there are many examples of the positive recognition and awareness of the 
sector’s wider public purpose, for example through companies’ responses to 
Covid-19, we are yet to see this translate into all aspects of company culture and day-
to-day operational and financial decision-making. We will continue to use a range of 
tools to drive greater benefit for customers, communities and the environment. We 
will also continue our partnership working with CCW to develop our understanding 
of customers and expect to see company support for vulnerable customers translate 
into concrete outcomes, for example through our work with Ofgem on the sharing of 
priority service register (PSR) data between the water and energy sectors. We also 
expect to see enhanced environmental approaches and outcomes for example in our 
work on the WINEP in England and the NEP in Wales, including on how nature based 
solutions might become more embedded. 

We set out below how our work for next year reflects our core strategic goals and 
delivers the customer and environmental outcomes we set out in our strategy, ‘Time 
to act, together’ (Section 2); how our work aligns with the strategic priorities and 
objectives set by the UK and Welsh Governments (Section 3); the estimate of the 
overall expenditure which we expect to incur during the year in the exercise of our 
functions (Section 4); and milestone deliverables in our forward programme (Section 
5). The Appendix sets out how we intend to meet our obligations with respect to 
better regulation.
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2.  Our strategic goals to 2025 and beyond and 
alignment to outcomes for customers and the 
environment

Our strategy set out our goals and ambitions for the sector (above), all of which are 
interrelated and mutually reinforcing. We also made the commitment that all our 
work would meet one or more of the customer needs that we identified, in essence:

• reliable, resilient, safe and good quality water and wastewater services;
• leaving the environment in a better condition for future generations; 
• value for money for customers, keeping bills affordable; and
• companies acting in long-term interests of society and the environment.

We set out what we expected from companies and what we committed to do as 
Ofwat to achieve these outcomes, building on and refining the work we already do, 
providing continuity for investors and using the full range of tools at our disposal. We 
also recognised that Ofwat would also have to evolve and continually improve if we 
were to meet the ambitions we set.

To transform water 
 companies’ performance 

To drive water companies 
 to meet long-term 
challenges  through 

increased collaboration 
 and partnerships

For water companies to 
 provide greater public 

value,  delivering more for 
customers,  society and 

the environment
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We set out below what we aim to achieve in 2021-22 against our four customer and 
environmental outcomes. Categorisation may be imperfect, again recognising the 
considerable overlap between them. 

Reliable, resilient, safe and good quality water and wastewater 
services

We will continue to improve our understanding of all aspects of company 
performance, culture and financial resilience. We will use this insight to inform our 
approach to policy, the development and assessment of outcomes for customers 
and the environment, and to drive improved performance, especially in the worst 
performing companies. 

We will encourage the industry to improve its approach to asset resilience, 
working together to develop a maturity assessment to assess companies’ asset 
management capability, highlighting areas of best practice. 

We will work with stakeholders to better support and incentivise sustainable 
drainage on new development sites. We will also support the application of 
sustainable drainage standards – which are now mandatory in Wales for all 
developments over 100m2.

As part of our commitment to transparency and good regulation, we will continue 
to encourage open data in the industry, through more publication and access to 
large datasets, and to improve consistency and standards across companies, and 
to further promote innovation.

9
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Value for money for customers, keeping bills affordable

To better inform our policy making, we will work with CCW to improve our 
understanding of customers and our insight through a joint programme for 
customer research and to drive improvements in customer service – with a focus 
on those in vulnerable situations. We will actively participate in the CCW review of 
support to customers experiencing affordability issues.

We will determine in year company rewards and penalties against PR19 
performance targets.

We will assess the impact of Covid-19 on company performance in the round as 
part of our reconciliation processes and consider the implications of this for policy 
development.

We will ensure that business customers are supported through the pandemic and 
beyond and work with MOSL and wider industry to improve the value customers 
receive from the business retail market. 

We will encourage an increased focus on water efficiency in the industry, including 
the business retail and new connections markets, and in building standards.

Leaving the environment in a better condition for future 
generations

We will continue to work with other regulators to improve the Water Industry 
Environment Programmes and to remove the barriers to nature based solutions in 
time for PR24.

We will work with other regulators to support strong water company proposals that 
contribute to a green recovery. 

We will work with others to set a new ambition for the quality of water in the 
environment and, as part of the Storm Overflows Taskforce, to reduce the 
frequency and volume of sewer overflow spills. We will continue our work on the 
Thames Tideway Tunnel project which will substantially  
alleviate sewer overflows in London.
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Companies acting in long-term interests of society and the 
environment

We will continue our work preparing for PR24 and commence more formal design, 
setting out a high-level framework and long term targets where possible, and 
ensuring that the initial design work for the PR24 price review reflects the different 
perspectives and policy priorities of each of the UK and Welsh governments.

We will work with Welsh stakeholders to develop a joint vision for the water 
industry in Wales through engagement with customers, companies, government, 
regulators and environmental stakeholders. 

Through RAPID and other projects, we will ensure plans are being 
made to meet our water needs of the future and the regulatory and 
commercial arrangements are in place to support investment in 
and operation of strategic solutions, and we will continue our work 
with other regulators on drainage and wastewater managements 
plans. 

We will ensure that DPCs and the development of other key 
infrastructure such as Thames Tideway and Havant Thicket meet 
customers’ long-term interests. 

We will run the first two rounds of an innovation competition to help the 
sector build a collaborative innovation culture to equip it to prepare for future 
challenges. The five core themes for our first competition are climate change, 
environmental quality, resilience, public value and open data.

We will continue to drive water companies to deliver on their essential public 
purpose, working with companies as they develop their approaches and 
reinforcing the culture we expect to see.

We will work with the Environment Agency on our commitment in the EA’s National 
Flood and Coastal Erosion Risk Management (FCERM) Strategy for England to 
develop a joint approach for how water companies should consider flood and 
coastal resilience in the context of their statutory roles and duties.

https://www.gov.uk/government/publications/national-flood-and-coastal-erosion-risk-management-strategy-for-england--2
https://www.gov.uk/government/publications/national-flood-and-coastal-erosion-risk-management-strategy-for-england--2
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Ofwat’s continual improvement

We will continue our work to make it easier to get things done in Ofwat through 
continual business improvement. 

We will continue to implement our people strategy so that we are a 
highly performing organisation and a great place to work where our 

people feel valued and empowered. This will include improving our 
approach to equality, diversity and inclusion. 

We will continue to implement our IT and data strategies to 
improve our efficiency and to automate tasks where possible to 

make work more rewarding for our people and improve our insight.

We will continue to improve our evaluation and impact assessment and 
will use this to improve our effectiveness in bringing about change in the 

industry for the benefit of customers. 
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Under the Water Industry Act 1991, the UK and Welsh Governments may issue statements 
setting out strategic priorities and objectives for us. We are required to act in accordance 
with these statements when discharging relevant functions relating to companies wholly or 
mainly in England and Wales respectively. Strategic policy statements from the UK and Welsh 
Governments to Ofwat were finalised and came into effect during 2017-18.

We are required in the forward programme to signal how our activity for the forthcoming 
year aligns with the objectives and priorities in the Strategic Policy Statements. The diagram 
below shows broadly how these are aligned to the work we plan to undertake under each of 
our customer outcomes:

3.  How our work aligns with UK and Welsh 
Government strategic priorities

Welsh SPS objectives Our customer outcomes Defra SPS objectives

Strong customer focus

Affordability

Innovation

Markets and 
competition where 

appropriate

Reliable, resilient, safe and good 
quality water and wastewater 

services 

Protecting customers

Making markets workValue for money for customers, 
keeping bills affordable 

Resilience

Sustainable 
management of natural 

resources

Leaving the environment in 
a better condition for future 

generations 
Securing long-term 

resilience

Long-term affordability 
and resilience

Companies acting in long-term 
interests of society and the 

environment

In delivering on each of the customer outcomes, we will therefore be making progress 
against each of the two Governments’ strategic priorities. We are also required to report 
annually on our compliance with their objectives and priorities which we provide as part of 
our annual report.
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We aim to fulfil our responsibilities effectively and efficiently. The cost of Ofwat in 
2021-22 stands at £1.20 per customer and will support the delivery of the strategic 
aims and milestones set out in this document. 

Our expenditure requirements are met by licence fees, which customers ultimately 
pay for in their water and wastewater bills. We recover these licence fees from the 
water companies we regulate. 

We continuously seek improvements through our strategy in the value for money 
we deliver and innovation in the ways we work, how we can be even more efficient 
and effective, including by working with other regulators and improving our use of 
automation and data in general. 

The UK Government approved a budget of £31.8 million for Ofwat as part of the last 
spending review. This includes funding for RAPID and the Innovation Fund, which 
was supported by water companies, which contribute to Ofwat undertaking a much 
broader range of work than in previous years at this time in the regulatory cycle. 
As we proceed through the price review cycle, the cost of this additional work will 
require a change to the licence fee cap. We intend to consult on this later in 2021. 

Changes to our planned work

As part of our role we are required to carry out a range of work such as licensing of 
companies and licence enforcement investigations. We plan our resources on the 
basis of a certain level of these activities but if we receive more applications or need 
to conduct more investigations than expected we may need to reprioritise other 
work. We will notify stakeholders where there are significant changes. 

4.  Expenditure

Licence fee £ million

Core Ofwat budget 30

Water Supply and Sewerage 
Licensing (WSSL) 1.3*

Thames Tideway 0.5*

Total 31.8

* Estimate
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April – June 2021

We will review the Outline Business Case for the first Direct Procurement for Customers 
project to assess its suitability for DPC and ensure value for money for customers.

We will engage with the sector on their ambitions for making better use of their data, 
including digitalisation of their own systems and on the benefits of open data.

To prepare for the next price review at PR24, we will consult on draft findings from our review 
of PR14, publish a consultation on a high level framework for key PR24 areas, including our 
initial views on the adoption of nature-based solutions, and publish the results of our review 
of the bioresources market.

We will publish for consultation our provisional decisions on company proposals for a green 
recovery.

We will consult on our initial thinking as to how we regulate multi-party, multi-sector, large-
scale water resources infrastructure solutions, including how we address any key gaps and 
barriers in the current framework.

We will run the first round of our main innovation competition in spring 2021. In addition 
to running our innovation fund we will also continue to support the sector in its efforts to 
encourage innovation through initiatives such as the Centre for Excellence and the joint 
sector strategy.

We will publish key insights emerging from our work co-creating an asset management 
maturity assessment with the sector. This will include what we have learned about the 
sector’s asset management maturity, some recommendations and proposed next steps.
We will finalise the voluntary operational emissions reporting requirements for net zero: 
2020/21, set up the embedded emissions working group and continue to participate in the 
UKRN working group on climate change.

We will consult on any updates to our Regulatory Accounting Guidelines for the 2021-22 
reporting period to ensure that the annual performance report is prepared consistently and 
in line with our overall regulatory reporting framework.

We will consult on the methodological approach going forward for dealing with sludge 
liquors, so that companies can put the appropriate arrangements in place before the start of 
the next financial year. 

We will publish and lay our annual accounts 2020-21 before the UK Parliament and the Welsh 
Parliament to account for our work and expenditure during the year. This will also explain 
how we have contributed to delivering the strategic priorities and objectives set for us by the 
UK and Welsh Governments.

5.  Milestones
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July – September 2021

We will publish our final decisions on company proposals to assist a green recovery.

As part of our work to protect business customers from the risks associated with systemic 
retailer failure as a result of Covid-19, we committed to review levels of bad debt arising 
and, if this exceeded 2% across the market, to provide regulatory protections for a portion 
(but not all) of excessive bad debt arising. We will commit to make decisions whether and 
how to provide such regulatory protections in 2021-22.

We will reach our decision on new connection charging rules for Welsh companies ahead of 
the charging rules coming into effect in April 2022.

We will consult on the future approach to monitoring of new appointees, in addition to 
mechanisms through the Regulatory Accounting Guidelines, to reflect their significant 
growth in recent years.

We will publish for consultation our draft decisions on the standard gate one submissions 
for RAPID schemes.

We will support the other regulators and both UK and Welsh governments to ensure that 
the draft regional plans for future water resources align with the policy expectations for 
enhanced drought resilience and environmental improvement.
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October – December 2021

We will prepare for and participate in the Comprehensive Spending Review, subject 
to the Government timetable. 

We will publish for consultation our draft decisions on the accelerated gate two 
submissions for large-scale water resources infrastructure solutions that address 
the deficit in Hampshire.

We will publish our state of the market assessment for year 4 of the business retail 
market, improving our understanding of how well the market is delivering benefits 
for customers.

We will begin a review of the Retail Exit Code (REC) price controls in the business 
retail market (likely to be completed in 2022-23).

We will publish monitoring and performance reports, covering financial 
monitoring, Board governance and service delivery. We will continue to monitor 
financial resilience of companies and engage with companies on the issue of 
financial resilience where appropriate.

We will publish final Regulatory Accounting Guidelines 2021-22 to ensure that the 
annual performance report is prepared consistently and in line with our overall 
regulatory reporting framework.

We will publish annual league tables on companies’ service to their customers: the 
customer service measure of experience (C-MeX) to their residential customers 
and developer services measure of experience (D-MeX) to their developer 
customers.

We will publish in-period determinations for the 17 largest companies by 15 
November so that any incentive payments due can be recovered in the 2022-23 
charging year.

January – March 2022

We will run the second rounds of both the Innovation in Water competition and the 
main competition towards the end of 2021 and beginning of 2022. We will continue 
to review how the first rounds of our innovation competition have performed and 
ensure this learning is factored into the design and focus of the second rounds to 
ensure we are achieving our objectives.

We will consult on our draft forward programme of work for 2021-22 to get 
feedback from our stakeholders on our plans, and publish the final version ahead 
of the new financial year.
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We use our full regulatory toolkit to achieve the outcomes we expect companies to 
deliver for customers. Within this context, we are mindful of the need to ensure that 
the burden our activities place on companies is appropriate and necessary, and that 
we adhere to the requirement at section 2(4) of the Water Industry Act 1991 that we 
have regard to the principles of best regulatory practice. This has always been central 
to our approach.

The UK Government introduced the Regulatory Enforcement and Sanctions Act 2008 
(the Act) to deliver better regulation. The Act placed a duty on us to:

• review the regulatory burdens we impose;
• reduce any that are unnecessary and unjustifiable; and
• report on progress each year.

We fulfil this requirement through our annual report with respect to our activities 
in the preceding 12 months and report on our approach for 2021-22 in this forward 
programme. 

Our strategy reflects our commitment to drive improvements in outcomes for 
consumers and society and we will ensure that regulatory burdens are kept to a 
minimum while ensuring that this goal is met. We continually review our regulatory 
approach to ensure we use the most appropriate mechanism to realise best outcomes 
and meet our obligations under the Act. We are also committed to tracking our own 
effectiveness to ensure we are having an impact in the areas most needed and that our 
interventions are targeted, proportionate and appropriate.

Ofwat reported its progress in delivering consumer outcomes as part of its 2019-20 
annual report and its impact on business through its annual Business Impact Target 
assessment (published through gov.uk). In addition to this public-facing reporting, 
Ofwat has been developing internal-facing tools to enable it to monitor progress 
against our customer outcomes. This year we will continue to further develop our 
understanding of how companies are performing through targeted monitoring and 
engagement to ensure companies improve their operational performance. We will 
do this principally through effective monitoring of PR19 performance commitments 
which have been agreed with companies and continuing to seek to identify early any 
company operational and financial resilience issues. This deeper understanding will 
enable us to better understand how our regulation might adapt to reduce unnecessary 
regulatory burdens. Considerations under the Act also feed into our developing 
approach to PR24.

More generally, we will also develop further our approach to impact assessments and 
the evaluation of our work to ensure we stay focussed on the outcomes customers 
expect us to achieve while ensuring unnecessary burdens on companies are avoided. 

Appendix: Reducing regulatory burdens
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