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About this document 

This document sets out our final decisions on proposals received from five companies to 
facilitate a green economic recovery. It sets out how we have assessed the proposals, our 
allowances for each scheme, and arrangements for cost recovery and customer protection, 
taking into account responses to the consultation on our draft decisions. 
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1. Introduction 

In July 2020, we – alongside Defra, the Environment Agency, the Drinking Water Inspectorate 
(DWI) and the Consumer Council for Water (CCW) – invited English water companies to play 
their part in the green economic recovery from Covid-19.1 We set out our ambition to build 
back greener from the pandemic: delivering lasting environmental improvements for current 
and future generations, while meeting the economic and social challenges England faces.  

In January this year, we were pleased to receive formal proposals to enhance the 
environment and public health from five companies: Severn Trent Water, South Staffs Water, 
South West Water, Thames Water, and United Utilities. Over the past few months, we have 
collaborated with government, regulators and CCW to assess carefully each proposal and 
maximise the benefits it offers. Following the publication of our draft decisions in May,2 a 
number of companies and stakeholders responded to our consultation to give their views on 
our proposals. 

In this document, we set out our final decisions on the green recovery proposals we have 
received and explain how we came to those decisions, taking into account those consultation 
responses. Overall, our final decisions allow five companies to invest an extra £793 million, on 
top of their existing five-year PR19 packages, to help the green economic recovery. While the 
investment will be made now and in the coming years, customers will only start to pay for the 
majority of this investment from 2025, when the economy is likely to be stronger. 

Our final decisions allow the five companies to invest £793 million into new and 
innovative schemes to help the green recovery. In most areas, companies accepted, or 
did not challenge, our draft decisions. We therefore largely retain our draft decisions, having 
made some adjustments taking into account additional evidence we have received since May. 
The slightly lower overall allowance mostly reflects Thames Water’s reduced smart water 
metering proposal, which the company considers will maximise benefits for customers and 
the environment in the Thames Valley. Elsewhere, we’ve increased our allowances, such as 
for South Staffs Water’s water quality improvement scheme and United Utilities’ proposal to 
deliver nature-based solutions through partnership working.  

These companies, along with seven others in England, have also brought forward £1.9 billion 
worth of additional statutory environment schemes into the 2020-25 period.3 A number of 
companies are also accelerating parts of their existing 2020-25 plans, investing hundreds of 

 
1 Ofwat, Defra, Environment Agency, Drinking Water Inspectorate and CCW, ‘Green economic recovery – the water 
industry’s role in building a resilient future’, July 2020. 
2 Ofwat, ‘Green economic recovery: Draft decisions’, May 2021. 
3 Affinity Water, Anglian Water, Bristol Water, Northumbrian Water, Severn Trent Water, Southern Water, South 
Staffs Water, South West Water, Thames Water, United Utilities, Wessex Water and Yorkshire Water will deliver 
£1.6 billion of formerly ‘Amber’ WINEP schemes in 2020-25, at no extra cost to customers. Severn Trent Water and 
Thames Water will also deliver an additional £121 million and £198 million of schemes, respectively, all of which 
will be funded at PR24. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/902487/green-recovery-letter-to-water-companies-200720.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/902487/green-recovery-letter-to-water-companies-200720.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf
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millions more when it matters most for the green recovery, at no extra cost to customers.4 
Overall, our green recovery package results in an additional £2.7 billion of 
environmental investment, on top of the existing five-year PR19 package.  

We consider that the schemes add up to a positive and exciting package for customers, 
communities and the environment. The schemes will deliver a wide range of benefits, 
including action on the most significant environmental issues, such as improving river quality 
and reducing carbon emissions. Several projects will see companies embrace innovative 
approaches, including co-funding and partnership working, to deliver nature-based solutions 
and catchment management schemes. And we have approved a number of trial schemes 
which will help us to understand the costs and benefits of innovations ahead of PR24. We set 
out the benefits of the proposals in more detail in our overview document.5 

This document also sets out our final decisions on arrangements for providing funding to 
companies, cost sharing rates, scheme delivery and reporting requirements, and 
adjustments to PR19 performance commitments.  

 
4 These companies include Severn Trent Water, South West Water, United Utilities, and Wessex Water, who 
collectively plan to accelerate around £500 million of expenditure into the first three years of 2020-25.  
5 Ofwat, ‘Green economic recovery: Overview of final decisions’, July 2021. 

https://www.ofwat.gov.uk/publication/green-economic-recovery-overview-of-final-decisions/
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2. Our final allowances 

Our final decisions allow Severn Trent Water, South Staffs Water, South West Water, Thames 
Water, and United Utilities to invest an extra £793 million, on top of their existing five-year 
PR19 packages, to help the green economic recovery. We set out our allowances for each 
scheme below. All figures in this document are in 2017-18 Financial Year Average CPIH prices, 
except where otherwise stated. 

2.1 Changes to our draft decisions 

In most areas, companies accepted, or did not challenge, our draft decisions. Our final 
decisions are therefore broadly similar to our draft decisions, but we have made some 
changes, reflecting new evidence we have received since May. We summarise the changes 
below. 

• Severn Trent Water: We make only minor changes to our draft decisions for Severn 
Trent Water. We set out our final decisions for the company in section 5. 

• South Staffs Water: We remove the 5% efficiency challenge that we applied to the 
using ceramic membrane at Hampton Loade scheme in our draft decisions. This 
reflects additional evidence provided by the company to demonstrate that its costs are 
efficient, and results in an increased allowance of £9.684 million for South Staffs 
Water and £7.930 million for Severn Trent Water. We set out our decision in detail in 
section 6.4.1. 

• South West Water: In response to new evidence around on-track delivery of 
performance commitments, we make our allowance for the company’s storm overflows 
scheme, and for elements of its smarter, healthier homes scheme, conditional on 
improved performance by 2024-25. We set out our decision in detail in sections 4.2, 
4.3, 7.4.4 and 7.4.5. We also increase the company’s allowance for its storm overflows 
scheme, by £0.580 million reflecting additional evidence provided by the company to 
demonstrate that its costs are efficient. We set out this decision in section 7.4.5. 

• Thames Water: Following the company’s reduced request, we make a conditional 
allowance of up to £71.917 million for its smart metering scheme. We set out our 
decision in detail in section 8.4.1. 

• United Utilities: We remove the 10% cost challenge that we applied in our draft 
decisions to the company’s accelerating partnerships to deliver nature-based 
solutions scheme. This reflects additional evidence provided by the company to 
demonstrate the benefits of its scheme to water customers. We set out this decision in 
detail in section 9.4.1. 
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2.2 Our final allowances 

Severn Trent Water will invest £565.548 million to deliver six schemes and contribute to the 
ceramic membrane at Hampton Loade scheme in South Staffs Water's region. 

• Accelerating environmental 
improvements: £168.872 million to 
improve river quality by upgrading 
sewage treatment works, treating and 
reducing spills from storm overflows, and 
installing river quality monitoring; 

• Building sustainable flood resilient 
communities: £75.675 million to protect 
homes from flooding through nature-
based solutions;  

• Creating bathing rivers: £78.484 million 
to trial the creation of two bathing rivers, 
including reducing harm from storm 
overflows by reducing spills into the area 
during the bathing season; 

• Decarbonising water resources: 
£139.841 million to increase water 
supplies in a low-carbon, reduced-
chemical way, through a combination of 
supply- and demand-side solutions; 

• Smart metering: £20.120 million to help 
customers save water by installing smart 
water meters; and 

• Taking care of supply pipes: £74.626 
million to replace and repair customer 
supply pipes, reducing health risks from 
lead pipes in two trial areas. 

We explain our decisions for Severn Trent Water in section 5. 
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South Staffs Water will invest £17.614 million to 
improve water quality while reducing carbon 
emissions through its using ceramic 
membrane at Hampton Loade scheme. South 
Staffs Water will contribute £9.684 million of the 
total project cost and Severn Trent Water will 
contribute £7.930 million, included in its 
investment total above, under existing 
agreements for this shared resource. 

We explain our decisions for South Staffs Water in section 6. 

 

South West Water will invest £81.622 million to deliver five schemes.  

• Catchment management: £9.000 
million to use nature-based solutions to 
reduce flood risk and enhance natural 
habitats;  

• Knapp Mill water treatment works 
advancement: £24.877 million to 
upgrade the Knapp Mill water treatment 
works;  

• Smarter, healthier homes: £17.401 
million to trial ways to help customers 
save water, protect customers from the 
costs of supply pipe failures, and 
reducing health risks from lead pipes; 

• Storm overflows: £7.642 million to 
reduce harm from storm overflows and 
improve river quality; and 

• Water resource grid enhancement: 
£22.702 million to increase water supply 
resilience by supporting water transfers. 

We explain our decisions for South West Water in section 7. 
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Thames Water will invest up to £71.917 million 
to help customers save water by installing smart 
water meters, including in areas that currently 
use water from chalk streams.  

We explain our decisions for Thames Water in 
section 8. 

 

 

United Utilities will invest £64.402 million to deliver three schemes. 

• Accelerating partnerships to deliver 
natural solutions: £14.943 million to 
develop nature-based solutions through 
partnership working; 

• AMP8 WINEP investments at Bury: 
£44.060 million to improve the river 
environment by increasing sewer 
capacity; and 

• Tackling storm overflows: £5.399 
million to investigate ways to reduce 
harm from storm overflows. 

We explain our decisions for United Utilities in section 9.  
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3. How we made our final decisions 

In this section, we provide an overview of the criteria we used to assess green recovery 
proposals for additional customer funding. We also explain our approach towards providing 
in-period and end of period funding, applying cost sharing rates, setting reporting 
requirements, and making adjustments to performance commitments. We set out our final 
decisions in full in the remainder of this document.  

3.1 Assessment of proposals 

Our approach 

In November 2020, we set out our assessment criteria for green recovery proposals requiring 
additional customer funding.6 We asked companies to consider where they could deliver 
further and faster, over and above the significant commitments already included in their 
price control settlement. At the same time, we also set out that all proposals should take 
account of their impact on affordability, as well as the timing of cost recovery from 
customers. Our criteria aimed to strike a balance between ensuring proposals delivered 
maximum benefits for the green recovery and being sensitive to the financial impacts of 
Covid-19 on customers.  

To assess the proposals, we collaborated with Defra, the Environment Agency, the DWI and 
CCW, and took their views into account in our assessment. In particular, where proposals 
arose from a statutory requirement the Environment Agency or DWI assessed the need for the 
investment. We worked closely with CCW to assess the evidence of customer support and 
acceptability of bill impacts. 

Our assessment criteria covered a range of key issues to protect customers and maximise the 
benefits of the proposals. Firstly, we set out that companies had to provide assurance that 
existing PR19 investment programmes and performance commitments were on 
track in the round. It would be contrary to the aims of the green recovery if companies 
were distracted from their current programmes by taking on additional schemes, as overall 
this may not result in extra investment into the economy, improve service for customers, or 
enhance the environment. Where a company did not provide sufficient assurance, we either 
set out that it needed to provide assurance around when it would be back on track, or made 
any green recovery allowance conditional on delivering existing commitments. We set out our 
assessment for each company in section 4. 

We also required assurance around the delivery of schemes so that we could be confident 
that companies would be able to deliver additional schemes without putting either their PR19 

 
6 Ofwat, Defra, Environment Agency, Drinking Water Inspectorate and CCW, ‘Green economic recovery: Regulatory 
assessment process’, November 2020. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/938625/green-recovery-process-letter.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/938625/green-recovery-process-letter.pdf
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investment programmes or their financial resilience at risk. We asked companies to show 
that they had delivered similar volumes of efficient expenditure in previous periods and that 
they could finance the proposed schemes while maintaining an appropriate level of financial 
resilience. 

We asked companies to consider how any bill increases would impact affordability for 
customers. Companies needed to demonstrate that the investment would not adversely 
impact on affordability, or otherwise how they would manage any resulting affordability 
pressures for customers in the short and long term. This included considering whether they 
could recover costs at PR24 rather than in-period, as well as considering any impacts on the 
availability of social tariffs. We expected companies to engage with their customers to explore 
their views on the acceptability of the proposals and the associated bill impacts.  

We were also clear that water customers could only be expected to fund schemes that are 
consistent with the proper carrying out of the functions of a water company or, where 
relevant, a wastewater company. Where proposals overlapped with third-party obligations, 
we expected third parties to cover their fair share of costs, according to their own 
responsibilities, and to work in partnership with the water company. We then assessed each 
scheme to ensure that each delivered value for money and that customers supported it. To do 
this, we used a similar approach to our deep dive assessments of enhancement proposals at 
PR19. 7  

• Need for investment: we expected to see clear, high-quality evidence of need, and 
for companies to demonstrate the incremental improvements for customers and the 
environment that it proposed to deliver. 

• Need for adjustment: we expected to see evidence that the proposed investments 
were not for activities included in our base cost allowances. 

• Best option for customers: we expected to see evidence that an appropriate range 
of options had been considered and were subject to a robust cost-benefit analysis, 
including consideration of wider environmental, societal and economic impacts. 

• Efficiency of costs: we expected to see persuasive evidence that cost estimates were 
robust and efficient, including evidence of the outturn costs of similar or comparable 
projects and activity cost benchmarking. 

• Customer support: we expected to see robust evidence to demonstrate that each 
scheme aligned with customer priorities. We worked closely with CCW to evaluate this 
evidence and took account of its view on the quality of customer engagement in our 
final decisions. 

 
7 The deep dive process followed our assessment of cost adjustment claims (Ofwat, ‘Delivering Water 2020: Our 
final methodology for the 2019 price review, Appendix 11: Securing cost efficiency’, December 2017, pp. 14-15, Box 
2). We did not require that every proposal needed all the evidence listed in Box 2: different types of proposals may 
require different evidence to support them. We asked companies to provide appropriate evidence to support their 
proposals. 

https://www.ofwat.gov.uk/wp-content/uploads/2017/12/Appendix-11-Cost-efficiency-FM.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2017/12/Appendix-11-Cost-efficiency-FM.pdf
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Finally, we set out that all companies should explore alternative funding opportunities, 
such as third-party funding or government schemes, before seeking additional customer 
funding.  

Representations on our approach 

We did not receive any material comments on our approach from the five companies that put 
forward green recovery proposals. Severn Trent Water states that it ‘appreciate[s] the 
constructive and open approach’ that we have taken to support the green recovery.  

Northumbrian Water sets out a number of comments on our assessment process and criteria. 
In particular, it states that:  

• we did not clearly set out that we were open to making in-period cost allowances; 
• the green recovery process demonstrates the value of assessing schemes outside of 

the five-year price review cycle, and there is a ‘clear advantage of early analysis and 
certainty’ over large schemes; and  

• we have challenged costs ‘very robustly’, which has risked companies choosing not to 
progress with green recovery schemes. 

We respond to these points in turn below.  

Our joint letter in November 2020 set out that we were ‘open to companies proposing the 
recovery of some costs in the 2020-25 period, where there is compelling evidence’.8 We 
invited companies to consider how to limit impacts on customer bills before 2025, such as by 
minimising recovery of costs before 2025. Our approach recognised that we needed to get 
the right balance by reducing the short-term burden on customers without adversely 
impacting notional company financeability. Our final decisions to allow in-period allowances 
for Severn Trent Water and South Staffs Water reflect evidence provided by each company to 
demonstrate that notional financeability would be adversely impacted by full or partial cost 
recovery at PR24. 

As we look ahead to PR24, we are considering how to improve our approach to enhancement 
cost assessment.  

We agree that considering some elements of business plans earlier in the price review 
process can be helpful. In our PR19 lessons learnt exercise, several companies commented 
that the early submission of some elements of business plans achieved a very difficult 
balance between screening issues for further exploration without reducing the coherence of 
plans as a whole.9 In our recent PR24 discussion paper, we set out that we will consider what 
elements of business plans might usefully be included in an early submission from 

 
8 Ofwat, Defra, Environment Agency, Drinking Water Inspectorate and CCW, ‘Green economic recovery: Regulatory 
assessment process’, November 2020, p. 7. 
9 Ofwat, ‘PR24 and beyond: Our reflections on lessons learnt from PR19’, December 2020, p. 108. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/938625/green-recovery-process-letter.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/938625/green-recovery-process-letter.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2020/12/PR24-and-beyond-Our-reflections-on-lessons-learnt-from-PR19.pdf
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companies, for example with respect to enhancement schemes.10 Northumbrian Water 
suggests that schemes could be considered earlier in the price review process by introducing 
a gated process. We encourage Northumbrian Water to put forward its ideas by responding to 
our consultation. 

We have applied a similar approach to assessing green recovery proposals as to our deep dive 
assessments of enhancement proposals at PR19. This includes expecting companies to 
provide persuasive evidence that cost estimates are robust and efficient, reflecting our 
expectation that customers should not pay for inefficient costs. At the same time, we have 
taken into account the innovative nature of many of the schemes in our assessment, 
including making a number of allowances for trial schemes which will enable us and the 
sector to better understand the costs of different approaches. The main change since our 
draft decisions is Thames Water’s reduction in the size of its proposed smart metering 
programme, by focusing on new household meter installations in the Thames Valley region, 
which it considers will maximise demand reduction benefits to customers and the 
environment.  

Our final decisions 

To make our final decisions, we took into account any additional evidence submitted through 
our consultation on the draft decisions, by re-applying our assessment criteria to the new 
evidence. 

We set out our final decision on each proposal in sections 5, 6, 7, 8 and 9.  

3.2 Cost sharing 

Our draft decisions 

Since we are setting cost allowances for green recovery schemes in advance of the schemes 
being delivered, there is uncertainty about the true outturn cost of the schemes. This creates 
a risk that we will have set allowances too high or too low. Introducing cost sharing rates 
allows this risk to be shared between customers and companies. Our draft decisions on cost 
sharing rates for green recovery allowances are listed in Table 3.1. 

Cost outperformance rates apply where companies underspend their allowances. In our 
draft decisions, we aimed to protect customers and incentivise investment. The context of 
the green recovery is different to a normal price control, in that companies are being 
encouraged to invest in schemes that will help the green economic recovery, as well as 
benefiting the environment. Our draft decision was to set cost outperformance sharing rates 

 
10 Ofwat, ‘PR24 and beyond: Creating tomorrow, together’, May 2021, p. 125. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/PR24-and-Beyond-Creating-tomorrow-together.pdf
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at 10% so that they were weighted heavily in customers’ favour, while still providing 
companies with an incentive to act efficiently.  

Cost underperformance rates apply where companies overspend their allowances. In our 
draft decisions, we aimed to balance risk between companies and customers. If we set 
different cost underperformance rates to those set as part of PR19, there could be an 
incentive to over-allocate costs to the green recovery schemes, as customers will incur a 
higher proportion of any overspend than they would for PR19. Using the same rates as set at 
PR19 removes this incentive. The reverse incentive could apply to cost outperformance rates.  
However, the risk is higher regarding cost underperformance, where companies are sharing 
additional costs (rather than cost savings) with customers. Our draft decision was to apply 
the same cost underperformance sharing rates as we did at PR19: 50% for Severn Trent 
Water, South West Water and United Utilities, 55% for South Staffs Water and 75% for Thames 
Water.  

Table 3.1: Green recovery cost sharing rates 

Company Cost 
outperformance 

sharing rate 

Cost 
underperformance 

sharing rate 

Severn Trent 
Water 

10% 50% 

South Staffs 
Water 

10% 55% 

South West 
Water 

10% 50% 

Thames 
Water 

10% 75% 

United 
Utilities 

10% 50% 

Representations on our draft decisions 

We received two representations on our draft decisions on cost sharing, from CCW and 
Northumbrian Water.  

CCW is supportive of our cost sharing approach, given the uncertainty over the true costs of 
the schemes. Northumbrian Water states that the 10% outperformance sharing rate we 
included in our draft decision could lead to customer detriment, as companies will not face 
sufficient incentive to pursue cost efficiencies. 

Our final decisions 
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Our final decision is to retain our draft decisions on cost sharing in full. We continue to 
consider it important that there is not an incentive to over-allocate costs to green recovery 
schemes. However, given the uncertainty over the true costs of novel/innovative schemes 
that had to be proposed and assessed in a short timeframe, we consider that the 10% sharing 
rate for outperformance strikes the right balance between protecting customers and 
facilitating investment, while still providing companies with an incentive to pursue efficiency.  

3.3 Measuring delivery and reporting requirements 

The package of green recovery schemes will provide a wide range of benefits for customers, 
communities and the environment. The schemes include a number of innovative trials, such 
as creating bathing waters, repairing customer supply pipes and replacing lead pipes, and 
holistic solutions to help conserve water resources. We require companies to share their 
learnings across the sector to inform plans for PR24. We will also ask companies to report 
outturn benefits and forecasts at their initial submission of PR24 business plans, and then to 
update as appropriate during the PR24 assessment process, to ensure an accurate position is 
available for our final determinations.  

We also set out the metrics we will use to determine whether, and how far, a scheme has 
been delivered. This protects customers by ensuring that companies only receive funding 
when they deliver their schemes. We set out our scheme delivery and reporting 
requirements in Appendix 1. 

We set out our proposed requirements for taking account of green recovery related 
information in annual performance reporting in our consultation on regulatory reporting 
for the 2021-22 reporting year.11 As far as possible, we expect all companies to report their 
outturn costs and the impact of green recovery schemes on non-cost items in the existing 
annual performance reporting lines, as well as reporting the green recovery elements 
separately, in bespoke green recovery tables. We also expect companies to report the outturn 
benefits of green recovery schemes on each relevant performance commitment, in a bespoke 
green recovery table.  

As part of the annual performance report submission, we expect all companies to provide an 
annual update on delivery in a green recovery annual report. Companies should include a 
concise update narrative for each proposal and report delivery progress against defined 
milestones in their plans. We also expect companies to report the outturn benefits on 
performance commitments against their forecast benefits, and to provide an additional 
narrative where outturn benefits are materially different from ex-ante forecasts. We set out 
the performance commitments we expect companies to report against in Appendix 3. 

 
11 Ofwat, ‘Consultation on regulatory reporting for the 2021-22 reporting year’, May 2021, pp. 8-10. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Consultation-on-regulatory-reporting-2021-22.pdf
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3.4 Impacts on performance commitments 

Our approach 

Where we expect that green recovery schemes will have a direct impact on a company’s 
specific PR19 performance commitment levels, we need to take steps to avoid customers 
paying twice for improvements. Without accounting for these benefits, customers may pay 
once for the scheme itself, and then again for the outperformance payments companies 
would receive from the extra benefits provided by the investment.  

There are two main ways that we could account for these benefits and protect customers: 

• Adjust the PR19 performance commitments. We could update the current PR19 
performance commitments in line with the company’s forecasted impacts of the 
schemes on each performance commitment. This approach maintains the incentive 
properties of the performance commitment by encouraging the company to maximise 
delivery of outcomes for customers.  

• Exclude all green recovery benefits from PR19 performance commitments. We 
could ask companies to report their PR19 and green recovery performance entirely 
separately for the remainder of 2020-25. This approach is particularly appropriate 
where benefits are difficult to forecast, so that making an adjustment now risks 
materially under- or over-estimating the benefits. 

We asked all companies to set out the performance commitments that would be impacted by 
their green recovery proposals. We then decided the approach to take for each performance 
commitment.  

To preserve the incentive properties of the performance commitments, we agreed with the 
companies to make adjustments to the relevant PR19 performance commitments, except 
where: 

• outcomes are uncertain. This particularly applies to innovative trials where the 
benefits cannot be estimated with reasonable confidence; or 

• outputs are uncertain. This particularly applies where customer funding is being 
provided according to how many outputs are eventually delivered, rather than an 
upfront allowance; or 

• impacts are not material. In some cases the potential impact on outperformance 
payments is minimal and so it would not be proportional to adjust the performance 
commitment now. We applied a materiality threshold to determine whether impacts 
were sufficiently material to warrant making an adjustment. 

Where we do not make adjustments, we expect companies to keep the green recovery 
benefits for each relevant performance commitment separate from PR19 performance. 
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Companies should report these separate outturn benefits as part of their annual 
performance reporting.  

For all performance commitments, we also expect companies to report the outturn benefits 
against forecast benefits in their green recovery reporting, and to provide an additional 
narrative where outturn benefits are materially different from the company forecasts.  

Representations on our approach 

In its response to our consultation, Northumbrian Water asks whether we will adjust 
performance commitment levels later in this price review period, as the outturn benefits 
become clearer.  

Our final decisions 

We have taken steps to protect customers by adjusting, where possible, performance 
commitments that are likely to be materially affected by green recovery schemes. We will 
continue to monitor the impacts of green recovery on performance commitments through 
the annual reporting requirements set out above and we reserve the right to intervene if we 
consider that customers are not sufficiently protected. We set out our assessment of impacts 
on performance commitments for each company in Appendix 2, how we expect companies 
to report against their performance commitments in Appendix 3 and list the performance 
commitments we are adjusting in Appendix 4. 

3.5 In-period funding 

Our draft decisions 

In our draft decision we proposed to deliver in-period funding to Severn Trent Water and 
South Staffs Water. This was to allow the companies to deliver their proposed green recovery 
schemes while maintaining financeability. We proposed that this funding is allowed through 
an in-period revenue adjustment under Part 3A of condition B of the companies’ licences, 
operating in a similar manner to an in-period outcome delivery incentive (ODI). We included 
indicative details of how this mechanism would work in Appendix 5 of our draft decisions. 

Our final decisions 

We received no representations on this matter and therefore retain our decision to allow in-
period funding for Severn Trent Water and South Staffs Water. Alongside this document we 
have published a statutory consultation to modify Severn Trent Water and South Staffs 
Water’s licences, which will facilitate the companies receiving green recovery funding in-
period, in the manner set out in our draft decisions. The consultation will close on Thursday 
12 August 2021. 
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3.6 End of period funding 

Our draft decisions 

All of the companies will recover costs after the 2020-25 period, with three of the companies, 
South West Water, Thames Water and United Utilities, proposing to recover all costs in later 
periods.  

Customers should be protected against the possibility of schemes being delivered late or not 
at all. Therefore, our draft decision was that the adjustment made to the RCV at the PR24 final 
determinations for green recovery allowances will be proportional to the amount of the 
particular scheme that is forecast to be delivered, by the time of the PR24 final 
determinations. For example, if a company is only forecast to have delivered 50% of a scheme 
by the PR24 final determinations, it will only receive an adjustment to the RCV that reflects 
50% of the green recovery allowance for that scheme.  

To allow us to make an assessment of how much companies have delivered, in Appendix 1 of 
our draft decisions we set out a number of deliverables for each scheme which the company 
must meet to receive its allowance. Representations on these deliverables from companies 
are discussed within company-specific chapters. We recognised that for schemes expected 
to deliver in 2024-25 and after, we will not have outturn measurements of delivery prior to the 
PR24 final determination. Therefore, in these cases, we set out that we will rely on forecasts 
of delivery to make our decision on the size of the RCV adjustment. Any differences between 
the forecast and outturn delivery will be reconciled as part of the PR24 blind year adjustment. 

We set out that the RCV adjustment will include any cost sharing adjustments, as well as 
accounting for the return of in-period funding to customers where necessary. We stated that 
time value of money adjustments will also be applied to any funding received at PR24, to 
reflect the difference between when expenditure is proposed to be incurred and when 
revenue is proposed to be recovered.  

Representations on our draft decisions 

We received representations from companies on the specific issues of tax, the reconciliation 
mechanisms that we will use to undertake the RCV adjustment, and the treatment of 
unrecovered expenditure ahead of PR24. Details of these and our response are covered in the 
sections below. 

Our final decisions 
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We are retaining our draft decisions. For tax and reconciliation mechanisms we are retaining 
our proposals from the separate consultations on these topics.12 13 

Companies will receive end of period funding for their green recovery schemes via the RCV 
midnight adjustment at PR24. This adjustment will be proportional to the amount of the 
particular scheme that is forecast to be delivered, by the time of the PR24 final 
determinations. Where there are differences between forecast and outturn delivery this will 
be reconciled as part of the PR24 blind year adjustment. The deliverables that we will use to 
assess delivery are set out in Appendix 1.  The RCV adjustment made at PR24 will also include 
any cost sharing adjustments, and will account for the return of any in-period funding to 
customers where necessary. Time value of money adjustments will be applied to any funding 
received at PR24, but not to in-period funding. Time value of money will also be applied to the 
cost sharing adjustments. Further detail on how the adjustment will work in practice is set 
out in Appendix 5. 

We discuss specific issues related to funding below. Section 3.6.1 contains information on 
treatment of unrecovered expenditure ahead of PR24, section 3.6.2 covers tax and section 
3.6.3 includes details of the reconciliation mechanisms we will use to implement the RCV 
adjustment. 

Some companies have proposed schemes which stretch into the 2025-30 period. In these 
cases, companies will need to recover the proportion of costs that are not added to the RCV at 
the PR24 final determinations later into the period. We will include these costs in companies’ 
RCV profiles for the 2025-30 period, based on the expected delivery profile. Any differences 
between the expected and outturn delivery profile will be reconciled at PR29. 

3.6.1 Treatment of unrecovered expenditure ahead of PR24 

Our draft decisions 

We recognise that companies will need to fund their green recovery investment prior to the 
RCV adjustment at PR24 and this may have an impact on reported regulatory gearing. Our 
draft decisions for Severn Trent Water and Thames Water proposed that green recovery 
investment that is being recovered in future periods is included in the projected ‘shadow’ 
RCV reported in table 4C of the annual performance report. Companies can provide an 
alternative gearing calculation based on the shadow RCV within the commentary alongside 
the regulatory gearing measure reported in table 4H. Companies should note that the extent 
to which green investment is added to the RCV at PR24 is dependent on the how much of 
particular schemes have been delivered. 

 
12 Ofwat, ‘Consultation on tax impacts for green recovery expenditure’, May 2021. 
13 Ofwat, ‘Consultation on green recovery reconciliation models’, June 2021. 

https://www.ofwat.gov.uk/consultation/proposed-treatment-of-tax-impacts-for-green-recovery-expenditure/
https://www.ofwat.gov.uk/consultation/consultation-on-green-recovery-reconciliation-models/
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The gearing outperformance sharing mechanism reconciliation is based on the regulatory 
gearing reported annually in the annual performance report. We proposed that, where 
necessary, we would make an adjustment to the reported regulatory gearing for companies 
with green recovery investment to remove the impact of that investment prior to applying the 
gearing outperformance sharing mechanism reconciliation at PR24.  

Representations on our draft decisions 

In its response to our consultation, Severn Trent Water sets out that it accepts the draft 
decision for the amendments to the shadow RCV reporting. In its response, Thames Water 
sets out that its gearing covenants rely on the published RCV as an independent value. The 
company has asked that any green recovery allowances will be included in the annual stated 
RCV following confirmation of activity for each year. South West Water states that a 
consistent approach for all companies in recognising the additional RCV within the shadow 
RCV should be applied. 

Our final decisions 

We retain our position that companies should report unrecovered green recovery investment 
in shadow RCV to the extent that they expect to recover this at PR24, taking account of the 
forecast proportion expected to be delivered and tax adjustments.  

This is consistent with our approach to the treatment of RCV reconciliations elsewhere in the 
determination. The actual RCV added at PR24 will be subject to a number of reconciliation 
mechanisms and is dependent on adjustments for delivery and tax. We will apply our decision 
consistently across companies. Thames Water is the only company that is now requesting 
that green recovery expenditure is included in published RCV. Based on our final allowances, 
we do not consider the impact of our decision to be material to the gearing of the notional 
company for Thames Water. Companies are responsible for managing their own capital 
structures but we note that the impact on Thames Water’s actual gearing is small and we 
consider it is reasonable for Thames Water to manage any issues arising.  

We confirm that, where necessary, we will make an adjustment to the reported regulatory 
gearing for companies with green recovery investment to remove the impact of that 
investment as part of the gearing outperformance sharing mechanism reconciliation at PR24. 

3.6.2 Tax 

Our draft decisions 

We stated in our draft decisions that we were concerned that companies may receive an 
unwarranted tax benefit due to green recovery expenditure. Taxable profit is likely to be lower 
for companies where extra opex is spent in the 2020-25 period and where higher interest 
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costs are incurred. Companies may also be able to access higher capital allowances in the 
period which can be used to reduce tax liabilities. The combination of these factors is likely to 
lead to a tax benefit for companies. The level of this benefit is difficult to forecast due to 
recent changes to capital allowances and corporation tax announced by the Chancellor in the 
2021 budget.  

We have consulted on this issue separately.14 We proposed to subtract any tax benefit from 
the RCV adjustment made at PR24 on an ex-post basis. This reflected the difficulties in 
forecasting the extent of this benefit. We also consulted on whether companies should face 
an incentive to make their tax arrangements for the green recovery efficient, although we did 
not propose such an incentive.  

Representations on our draft decisions 

Companies broadly supported our proposals on tax. United Utilities stated that companies 
that are receiving in-period funding will already have a tax allowance made for this through 
the in-period adjustments model and so the tax impact of in-period funding should be 
excluded from the RCV adjustment made at PR24. Thames Water queried how we would 
approach the adjustment for companies that are not expected to pay corporation tax within 
2020-25 and whether outturn tax benefit would be calculated using the actual or notional tax 
profile as a baseline. 

Our final decisions 

We retain our proposals from the tax consultation as our final decisions. When we make the 
RCV adjustment at PR24, we will account for any tax benefit received by companies and 
subtract this from the RCV adjustment. Companies are required to report any tax benefit due 
to green recovery expenditure, as set out in Appendix 1. 

We agree that the tax impacts of in-period funding should be excluded when we account for 
tax within the PR24 RCV adjustment. Companies that receive green recovery funding in-
period will pay tax on this. However, the in-period adjustments model automatically provide 
companies with an increased tax allowance for this expenditure, meaning any in-period 
funding will be tax neutral for the company. It would therefore be inappropriate to account 
for the tax impact of in-period funding and make any additional adjustments within the RCV 
adjustment we will make at PR24. 

For companies that incur green recovery expenditure but do not pay corporation tax in 2020-
25, any increase in capital allowance balances and / or tax losses during the period flows 
directly through to higher capital allowances at the end of the period as these higher tax 
allowances cannot be used in period to offset tax that would be paid in the period. These 
higher balances would be captured in the PR24 financial modelling of corporation tax. 
Therefore, no adjustment will be required to the green recovery RCV adjustment for a 

 
14 Ofwat, ‘Proposed treatment of tax impacts for green recovery expenditure’, May 2021. 

https://www.ofwat.gov.uk/consultation/proposed-treatment-of-tax-impacts-for-green-recovery-expenditure/
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company not paying corporation tax in 2020-25. Where a company does pay corporation tax 
during 2020-25, the actual tax profile the company would have incurred without green 
recovery expenditure should be used as a baseline. This should then be compared against 
the tax the company pays in reality, to measure any tax benefit the company receives as a 
result of the green recovery expenditure. The net present value of the tax benefit will be 
applied in the reconciliation mechanisms as an adjustment to the green recovery RCV.  

3.6.3 Reconciliation mechanisms 

We will use a suite of reconciliation models to make the RCV adjustment at PR24. Since the 
publication of our draft decisions, we have separately consulted on draft versions of these 
models.15 

We have developed two new models and added functionality to the PR19 cost reconciliation 
model. A description of the models’ functionality is included below: 

• Cost allowance adjustment model. This model calculates an adjusted cost 
allowance for the green recovery schemes, based on expected delivery by 31st March 
2025. Where a company forecasts less than full delivery of a scheme by this date, the 
model adjusts the cost allowance the company receives for this scheme downwards, 
in proportion to the percentage of the scheme that is undelivered. This adjusted cost 
allowance is then used as an input by the cost sharing model and green recovery time 
value of money adjustment model. 

• Green recovery PR19 cost reconciliation model. The PR19 cost reconciliation 
model has been updated to include a cost sharing element for green recovery 
expenditure. The mechanism takes the total variance between green recovery 
expenditure and the delivery adjusted green recovery allowance found in the green 
recovery cost allowance adjustment model. This variance is allocated to financial years 
in line with the profile of actual expenditure. A time value of money adjustment is then 
applied to this variance. Finally, the appropriate sharing rate is applied to  the time 
value of money adjusted variance to calculate the cost sharing adjustment to be 
applied at PR24. 

• Green recovery time value of money adjustment model. This model compares 
the revenue received in period to fund the green recovery with allowed expenditure 
(expenditure adjusted to take account of delivery of schemes). It makes an 
adjustment to RCV to reflect the difference between revenue received and delivery 
adjusted allowed expenditure. It also calculates a time value of money adjustment for 
green recovery expenditure. The time value of money approach mirrors that used in 
the PR19 cost reconciliation model. 

 
15 Ofwat, ‘Consultation on green recovery reconciliation models’, June 2021. 

https://www.ofwat.gov.uk/consultation/consultation-on-green-recovery-reconciliation-models/
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Figure 3.1 shows the interaction of the models. 

Figure 3.1 Reconciliation model flow 

We will also develop an aggregator model at a later point which will combine the green 
recovery outputs of the PR19 cost reconciliation model and the time value of money 
adjustment model, as well as any tax benefit companies receive due to green recovery 
expenditure. This will then feed into the RCV adjustments feeder model at PR24. 

Company representations 

Companies are broadly supportive of our proposals. South West Water comments that, as the 
cost allowance adjustment model applies a single final percentage completion figure to the 
profile of allowed expenditure across the period, this may not fully reflect the actual profile of 
expenditure and cause inaccuracies in time value of money calculations. The company 
suggests that a % completion figure for each year of the period should be applied to the 
corresponding years’ expenditure. The company also suggests adding six months to the time 
value of money calculations in the cost reconciliation model, i.e. discounting for four and a 
half years instead of four years, as this would be more representative of how adjustments 
would be calculated if green recovery expenditure was included within the PR19 final 
determinations. Severn Trent Water highlights slight differences between the way that time 
value of money adjustments on cost sharing are calculated for green recovery spend, in 
comparison to expenditure allowed as part of the PR19 final determinations. 

Our final decisions 

Our final decision is to retain our proposals in full. The approach to calculating an adjusted 
allowance suggested by South West Water is complex and disproportionate. This approach 
would require a percentage completion figure to be calculated, reported and assured each 
year. While this could increase accuracy, time value of money adjustments will already be 
adjusted to reflect overall delivery at the end of the period. It is therefore only where project 
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completion has not followed a linear profile during the period that small differences would 
remain. 

We do not consider that adding six months to the time value of money calculations in the cost 
reconciliation model is appropriate. The approach to time value of money  we consulted on is 
consistent with the approach we have taken in PR19 reconciliations. To change the time 
period by adding six months to the time value of money calculations would mean 
reconciliation mechanisms had inconsistent assumptions.    

The green recovery cost sharing calculations that we consulted on included an intentional 
difference from the PR19 cost sharing. This is required because, unlike the PR19 final 
determination, companies will be predominately funded for green recovery schemes at the 
end of the period. The PR19 cost sharing mechanism calculates a variance between annual 
cost allowances and annual expenditure. However, with no annual cost allowances, this 
approach is not possible for green recovery projects. We therefore consulted on an alternative 
calculation approach which calculates the proportion of the green recovery expenditure 
delivered at the end of the period, and then apportions this variance in delivery in proportion 
to the companies expenditure profile. A time value of money adjustment is then applied to 
this adjusted expenditure. We have published the final reconciliation models alongside this 
document.  
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4. On track with 2020-25 commitments 

Our green recovery assessment criteria set out that existing 2020-25 investment 
programmes and performance commitments must be on track for proposals to be approved. 
It would be contrary to the aims of the green recovery if companies fail to deliver their 
current commitments due to taking on additional schemes, which may not result in extra 
investment into the economy, improve service for customers, or enhance the environment. 
We therefore asked companies to provide assurance that their investments and performance 
commitments were on track in the round.  

In our draft decisions, we set out our expectations that, where appropriate, all companies 
should highlight any potential delivery or underspend issues to us in advance of their annual 
performance report (APR) submissions. If necessary, we required companies to provide 
evidence that statements previously made about on-track investment and performance 
commitments remained accurate. 

4.1 On-track delivery of investments 

We asked companies to provide at least six months’ performance data to demonstrate that 
their investment programmes are on track across base and enhancement, in the round. If a 
company was not in a position to provide evidence that it is on track, then we expected it to 
provide Board assurance of when it expects to recover any shortfall and the steps it will take 
to do so. We assessed the extent to which each company had demonstrated it is on track 
across its investment programmes, taking account of Board assurance and corrective actions 
where necessary. 

Severn Trent Water provides evidence to show that its delivery of investment programmes 
largely meets expectations and, in multiple areas, the company has brought forward 
investments planned for future years. Overall, we consider that Severn Trent Water is on 
track with its investment programmes in the round. 

South Staffs Water falls slightly short of demonstrating that its delivery of investment 
programmes meets expectations. The majority of the shortfall is driven by limited progress on 
a major investment at the Hampton Loade water treatment works while the company explores 
an alternative solution, for which it seeks a green recovery allowance.  

In our draft decisions, we required South Staffs Water to provide Board assurance around 
when it will recover its current shortfall in delivery of enhancement expenditure. The 
company has since provided Board assurance that the underspend on enhancement 
expenditure will be recovered by 2024-25, in line with the delivery schedule of the Hampton 
Loade scheme. Our final decision is that South Staffs Water can be considered on track with 
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its investment programmes in the round, taking into account the specific circumstances 
around the shortfall and the Board assurance provided by the company.  

South West Water provides evidence to show that its delivery of investment programmes 
largely meets expectations and, in multiple areas, the company has brought forward 
investments planned for future years. Overall, we consider that South West Water is on track 
with its investment programmes in the round. 

Thames Water falls short of demonstrating that some of its investment programmes meet 
expectations. In particular, the company forecasts investment that is lower than its 
allowance and, during the first six months of the year, in the majority of areas has delivered 
less than half of investment in this revised programme. The company has not advised how it 
will recover the shortfalls or provided assurance from its Board of when it will be on track to 
deliver. Overall, we consider that Thames Water is not on track with its investment 
programmes in the round. We set out in section 4.3 how we have taken account of these 
concerns in our final decision on the company’s green recovery proposals.  

United Utilities provides evidence to show that, in the vast majority of areas, its delivery of 
investment programmes is ahead of plan and that it has brought forward investments 
planned for future years. We consider that United Utilities is on track with its investment 
programmes in the round. 

4.2 On-track delivery of performance commitments 

We asked companies to provide at least six months’ performance data showing that their 
‘key’ performance commitments were on course to be achieved in 2020-21, as well as Board 
assurance of on-track delivery of performance commitments for the remainder of the 
financial year. We defined ‘key’ performance commitments as those reported in our most 
recent service delivery report, which covers the key comparable areas of performance.16 We 
then assessed how far each company could be reasonably considered on track, in the round, 
with its performance commitments.  

Severn Trent Water provides evidence to show it is on track to meet the majority of its 
seven key performance commitments in 2020-21. Overall, a high percentage of its 
performance commitments are on track to be met this year, and it has provided sufficient 
Board assurance to this effect. The company is also forecasting a significant net 
outperformance payment for 2020-21. Therefore, we consider that Severn Trent Water is on 
track with its performance commitments in the round. 

South Staffs Water provides evidence to show it is on track to meet the majority of its four 
key performance commitments in 2020-21. Overall, a high percentage of its performance 
commitments are on track to be met this year, and it has provided sufficient Board assurance 

 
16 Ofwat, ‘Service delivery report 2019-20’, December 2020. 

https://www.ofwat.gov.uk/wp-content/uploads/2020/12/Service-delivery-2020-final-1-Dec.pdf
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to this effect. The company is also forecasting a small net outperformance payment for 2020-
21. Therefore, we consider that South Staffs Water is on track with its performance 
commitments in the round.  

South West Water provided evidence to show it was on track to meet the majority of its 
seven key performance commitments in 2020-21. The company also provided Board 
assurance of on-track delivery of performance commitments, in the round, in 2020-21. While 
South West Water had forecast significant underperformance on its pollution incidents 
performance commitment, the Environment Agency stated that it was ‘cautiously optimistic’ 
that South West Water’s Pollution Incident Reduction Plan, along with its 2020-25 business 
plan, would bring about the required improvements. On the basis of this evidence, we 
concluded that the company was on track in the round.  

Since our draft decisions, the company has provided updated evidence to show that, while 
around 80% of its performance commitments are on track to be met this year, it is no longer 
on track to meet four of its seven key performance commitments. This is reflected in a 
forecast net underperformance payment for 2020-21. In particular, we are concerned about 
performance on two performance commitments: 

• Pollution incidents. Taking the updated evidence into account, the Environment 
Agency has revised its previous assessment of the company’s pollution incidents 
performance. It sets out that, while the company has reduced the overall rate of 
pollution incidents year-on-year, it is concerned about the increasing number of 
serious pollution incidents that have occurred so far in 2021. However, it recommends 
that the company’s green recovery schemes should proceed, as the investments will 
reduce the company’s impact on the environment and help to reduce harm from 
storm overflows. 

• Leakage. Although South West Water stated in January that it was on track to meet 
its leakage performance commitment in 2020-21, the updated evidence shows that 
leakage levels have since increased significantly. This means the company misses its 
performance commitment level this year by a considerable margin.  

Overall, therefore, we consider that South West Water is not on track with its performance 
commitments in the round. We set out in section 4.3 how we have taken account of these 
concerns in our final decision on the company’s green recovery proposals. 

Thames Water provides evidence that shows it is not on track to meet the majority of its 
seven key performance commitments in 2020-21. Overall, a significant proportion of its 
performance commitments are not on track to be met this year, and the company has not 
provided Board assurance to demonstrate that it will be on track in the round by the end of 
2020-21. The company is also forecasting a significant net underperformance payment for 
2020-21. Overall, we consider that Thames Water is not on track with its performance 
commitments in the round. We set out in section 4.3 how we have taken account of these 
concerns in our final decision on the company’s green recovery proposals. 
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United Utilities provides evidence to show it is on track to meet the majority of its seven key 
performance commitments in 2020-21. Overall, a high percentage of its performance 
commitments are on track to be met this year, and it has provided sufficient Board assurance 
to this effect. The company is also forecasting a significant net outperformance payment for 
2020-21. Therefore, we consider that United Utilities is on track with its performance 
commitments in the round. 

4.3 Final decisions 

Overall, we consider that Severn Trent Water, South Staffs Water and United Utilities 
are on track, in the round, with their 2020-25 investment programmes and performance 
commitments, and are in a position to take on additional green recovery commitments. 

We consider that, while South West Water is on track to deliver a high proportion of its 
overall package of 2020-25 performance commitments, it is not on track with its key 
performance commitments. This raises concerns about the potential for the company to be 
unable to deliver its core commitments to customers while taking on additional green 
recovery investment. In particular, we are concerned about the company’s performance on 
leakage and pollution incidents and the potential for green recovery schemes to distract 
South West Water from recovering performance in these areas.  

To address these concerns, and in order to protect customers by ensuring the company 
focuses on its 2020-25 commitments, our final decision places conditions on the following 
green recovery schemes: 

• Smarter, healthier homes. We make the green recovery allowance for the smart 
metering and replacing/repairing customer supply pipes elements of the scheme 
conditional on the company meeting its leakage performance commitment in 2024-
25. This also ensures that customers are protected against paying twice for delivery of 
outcomes already funded through the PR19 final determinations. 

• Storm overflows. We make the green recovery allowance for the scheme conditional 
on the company meeting its pollution incidents performance commitment in 2024-25. 

We set out our final decisions in full in sections 7.4.4 and 7.4.5. 

We consider that Thames Water is not on track with either its 2020-25 investment 
programme or its package of 2020-25 performance commitments. In both cases, the 
company has not provided Board assurance that it is on track, nor any assurance around 
when it will be back on track. This raises concerns about the potential for the company to be 
unable to deliver its core commitments to customers while taking on additional green 
recovery investment.  
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To address these concerns, and in order to protect customers by ensuring the company 
focuses on its 2020-25 commitments, our final decision makes Thames Water’s green 
recovery allowance conditional on the company’s 2020-25 smart metering programme being 
delivered in full. We set out our final decision in full in section 8. 
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5. Severn Trent Water 

We make an allowance of £565.548 million for Severn Trent Water to deliver an extensive suite 
of green recovery schemes that will improve the environment and services to customers, and 
to deliver this in a low-carbon way. This funding is spread across the following areas:  

• Accelerating environmental improvements - £168.872 million, accelerating water 
quality improvement for 500 kilometres of river; 

• Building sustainable flood resilient communities - £75.675 million, to trial the use 
of blue-green interventions to deliver an urban catchment-scale flood resilience 
programme and a step change in the management of surface water; 

• Creating bathing rivers - £78.484 million, to help to eliminate harm from 25 storm 
overflows and create two inland bathing water trials; 

• Decarbonising water resources - £139.841 million, to create new low carbon water 
resources to help improve drought resilience; 

• Smart metering - £20.120 million, to install 157,000 smart meters to improve water 
efficiency and reduce leakage; 

• Taking care of supply pipes - £74.626 million, to repair/replace 26,000 supply pipes 
across two trial areas to remove lead and reduce leakage; and 

• Hampton Loade water treatment works improvements - £7.930 million17, to 
improve water quality and reduce carbon emissions. 

5.1 Deliverability 

Our draft decisions 

Our draft decision was that Severn Trent Water provided sufficient evidence of its ability to 
deliver its schemes. The company proposed levels of expenditure comparable to those 
achieved in the previous regulatory period and also provided evidence of headroom within its 
supply chain to ensure it has the capacity available to deliver the schemes. Our draft decision 
also reduced the size of Severn Trent Water’s package of green recovery schemes, making it 
more likely that the company would be able to deliver its proposed schemes. 

Our final decisions 

We received no representations on the deliverability of Severn Trent Water’s schemes. We 
have also not received any new information which raises concerns over deliverability. We 
therefore continue to consider that Severn Trent Water has demonstrated its ability to deliver 
its green recovery schemes. 

 
17 Hampton Loade water treatment works is a shared resource between South Staffs Water and Severn Trent 
Water. As a result of this arrangement, Severn Trent Water funds a third of all capital investment costs.  
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5.2 Financeability 

Severn Trent Water proposed to recover revenue equivalent to 15% of the wholesale 
investment during 2023-25, deferring RCV run-off related to the investment until after 2025. 
Severn Trent Water set out that a modest increase in customer bills in the current period was 
required to enable its green recovery proposals to be provided in a financially resilient way, 
and in particular to maintain its target BBB+/Baa1 credit rating on the basis of the notional 
company. The 15% recovery proposal is lower than the estimated 17% operating expenditure 
it planned to incur through this period. At this level of customer funding, Severn Trent 
considered its proposed approach would be consistent with maintaining its target credit 
rating and struck an appropriate balance between financeability and affordability pressures. 

Severn Trent Water requested that green recovery expenditure not recovered in period was 
included in its RCV during the current price review period. This was to avoid the company 
being disadvantaged in its gearing metric. The green recovery investment deferred to PR24 in 
Severn Trent Water’s initial proposal represents 6.8% of RCV as at 31 March 2025.  

Our draft decision 

We proposed to allow an amount of revenue equivalent to the 15% PAYG recovery that Severn 
Trent Water proposed for its green recovery investment. This equated to £84.355 million. We 
considered that Severn Trent Water would continue to be able to finance the proper carrying 
out of its functions over 2020-25 on the basis of the notional structure, based on the draft 
decisions for green recovery investment and the additional revenue provided during 2020-25. 

We proposed that the green recovery investment that is being recovered in future periods is 
included in the projected ‘shadow’ RCV reported in table 4C of the annual performance 
report. Companies can provide an alternative gearing calculation based on the shadow RCV 
within the commentary alongside the regulatory gearing measure reported in table 4H. Based 
on our draft decisions, green recovery investment as a proportion of RCV at 31 March 2025 
reduced to 5.2% versus 6.8% in Severn Trent Water’s initial proposal. Companies should note 
that the extent to which green investment is added to the RCV at PR24 is dependent on how 
much of particular schemes have been delivered. 

Representations on our draft decision 

In its response to our consultation, Severn Trent Water accepts our draft decisions in relation 
to the 15% PAYG in-period funding and the amendments to the shadow RCV reporting in table 
4C in the annual performance report. 

Our final decision 

For the reasons mentioned above, we retain our draft decision to allow Severn Trent Water 
revenue equivalent to 15% PAYG during the period 2022-25. Based on our final allowances, 
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this equates to £84.832 million. Unrecovered expenditure represents 5.2% of RCV as at 31 
March 2025. Following the draft decisions, Severn Trent Plc announced a proposed placing of 
new ordinary shares to support the funding of the green recovery investment. The company 
successfully raised £250 million of new share capital.18 We set out in section 3.6.1 that all 
companies should report green recovery investment that is expected to be recovered at PR24 
in its shadow RCV. 

5.3 Managing affordability pressures 

Severn Trent Water proposed to recover 15% of the costs of its green recovery schemes in 
2020-25, with the remaining costs recovered at PR24. The company therefore proposed to 
increase average customer bills by £9 in 2023-24 and £15 in 2024-25 to facilitate this level of 
cost recovery.  

The company presented acceptability research showing that 71% of its customers supported 
a bill increase of between £6 and £7.99 per year. It stated that these findings demonstrate 
support for an annual average £6 bill increase over 2021-25, but its proposal instead spreads 
this increase over two years in 2023-25. 

Our draft decision 

We considered that this research does not fully demonstrate that Severn Trent Water 
customers support the proposals on the basis of the proposed bill increase, for the following 
main reasons: 

• customers were not presented with the profile of bill increases included in Severn Trent 
Water’s proposal; 

• the bill impacts presented to customers did not include the Severn Trent Water's 
contribution to the improvements at Hampton Loade water treatment works; 

• the company did not provide an indication to customers of the impact of potential 
outperformance payments on customer bills in 2021-25; and 

• if these elements had been presented to customers, we considered that fewer than the 
indicated 71% of customers would have expressed support for the proposals. 
 

We therefore took affordability concerns into account in our draft decisions, by considering 
opportunities to reduce the scope of Severn Trent Water’s proposals where evidence of need 
for adjustment or the benefits to customers and environment was less convincing.  
 
Severn Trent Water provides wastewater services to South Staffs Water customers. This 
means that South Staffs Water customers will pay for the wastewater elements of the Severn 
Trent Water green recovery schemes, as well as the South Staffs Water green recovery 
scheme. Both companies are proposing to recover at least some costs from customers during 

 
18 Severn Trent plc, ‘Results of the placing’, May 2021. 

https://otp.tools.investis.com/clients/uk/severn_trent_plc/rns/regulatory-story.aspx?cid=1487&newsid=1477180
https://otp.tools.investis.com/clients/uk/severn_trent_plc/rns/regulatory-story.aspx?cid=1487&newsid=1477180
https://otp.tools.investis.com/clienthttps:/otp.tools.investis.com/clients/uk/severn_trent_plc/rns/regulatory-story.aspx?cid=1487&newsid=1477387s/uk/severn_trent_plc/rns/regulatory-story.aspx?cid=1487&newsid=1477387
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the 2020-25 period. We and CCW noted in our draft decisions that it was not clear what 
proportion of the Severn Trent Water bill impacts will apply to its wastewater-only customers 
in the South Staffs Water region. We therefore set out the evidence we expected to see in 
order to demonstrate that customers in the South Staffs Water region find the combined bill 
impact acceptable.  

Representations on our draft decision 

We did not receive any representations on our approach to affordability for Severn Trent 
Water. 

Our final decisions 

In light of the evidence presented by the company, we had concerns about the impacts of the 
proposed green recovery package on Severn Trent Water customers’ bills. Our decisions, 
however, reduce the size of the package by around 23% and therefore reduce the bill impacts 
for customers. In addition we expect Severn Trent Water to spread its in-period bill increase 
over 2022-25, which, together with our reduced allowance compared to the company’s 
request, will allow it to increase bills in 2020-25 in line with the £6 to £7.99 range with which 
customers were presented in its research.  

Research conducted following our draft decisions shows that a significant proportion of 
customers do not consider that the combined Severn Trent Water and South Staffs Water 
proposals are affordable. We therefore set out additional reporting requirements for both 
South Staffs Water and Severn Trent Water in section 6.3, to ensure that we and CCW can 
monitor the impact on customers on an ongoing basis. 

5.4 Assessment of proposals 

5.4.1 Accelerating environmental improvements 

The company proposed a package of measures to accelerate 500 kilometres of river 
improvement, five years earlier than previously planned, at a total cost of £167.550 million. It 
would accelerate the company’s delivery of Water Framework Directive (WFD) objectives, 
focusing on river water quality through phosphorus removal. The company aimed to deliver 
these interventions at net zero carbon by offsetting carbon through solar energy generation 
and tree planting. The package of measures include to:  

• bring forward 35 wastewater treatment works process upgrades for phosphate 
removal; and  

• treat and reduce spills from storm overflows through additional spill event duration 
monitoring, storm overflow assessment framework (SOAF) investigations at 150 
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locations, deliver 100 low cost spill reduction interventions, and install permanent 
river water quality monitoring.  

Our draft decision 

Our draft decision was to make an allowance of £168.872 million for the delivery of the 
environmental improvement programme described in the company’s proposal. This was 
higher than the request made for this proposal as we moved the Warwick wastewater 
treatment works investment (£5.874 million) for 2025-30 Water Industry National 
Environment Programme (WINEP) from the bathing rivers request into this environmental 
improvements assessment, because the scheme delivers WFD points (through phosphorus 
removal). The company presented a suite of research showing that customers place a high 
priority on the improvement of local environments. The requirement to deliver solutions to 
environmental needs identified through the WINEP is clear and the proposed investments 
(which are predominantly part of the 2025-30 WINEP programme) do not overlap with current 
enhancement funding. The draft allowance was calculated as follows: 

• We allowed £150.000 million for the delivery of 35 wastewater treatment phosphorus 
removal upgrades, £5.874 million for upgrades to the Warwick wastewater treatment 
works (request made in bathing river proposal) and £8.400 million for river 
monitoring, low cost storm overflow interventions and overflow treatment trials.  

• We allowed the costs for 220 stage 1 SOAF investigations (at a unit cost of £3,188), 120 
standard SOAF investigations for stages 2-4 (at a unit cost of £9,564) and 30 complex 
SOAF investigations (at a unit cost of £91,590). However, we removed £2.116 million for 
sampling, monitoring, and modelling costs that we consider would be covered by the 
complex SOAF and the high unit costs associated with them. This resulted in a 
proposed allowance of £4.598 million for the SOAF investigations.  

• We did not allow the requested £0.835 million for increasing event duration 
monitoring coverage on storm overflows. The water sector has already committed to 
accelerate work to install monitors to provide full coverage by 2023 as part of the 
Storm Overflow Taskforce. 

• We did not allow additional carbon offsetting costs of £1.620 million for the generation 
of renewable energy and tree planting. Renewable energy (solar panels) are not part of 
the appointed business and the company has opportunities beyond the regulated 
business to invest and operate at an arm’s length trading arrangement. Tree planting, 
and other forms of carbon offsets, will play a role in enabling some companies to offset 
its emissions where carbon free alternatives do not exist. However, at the present 
time, developing low carbon solutions is likely to be more important and the company 
did not provide evidence that it needed to use offsets now to meet its overall carbon 
reduction targets. 

Representations on our draft decision 
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Severn Trent Water did not challenge our proposed allowance but does highlight that 
although the funding is to deliver the 48 WFD points referenced in its proposal only 7 will be 
delivered by the company and signed off by the Environment Agency by 2024-25. The 
remaining 41 are due to be signed off over the first three years of the 2025-30 period. The 
company suggests that the Environment Agency is involved in reviewing progress in 
delivering these improvements.  

The company also suggests an alternative approach to address the overlap of the green 
recovery improvements with the 2020-25 improvement targets. Its suggested approach is to 
include a list of excluded sites (the 36 named sites in the green recovery proposal) that 
cannot contribute the 2020-25 performance commitment level rather than altering the 
agreed 2020-25 target. 

Our final decision 

We retain the total allowance from the draft decision. We have updated the delivery 
measurement requirements acknowledging that, although the allowed green recovery 
funding is sufficient to deliver interventions to achieve the 48 WFD points that have been 
identified, the timing of the schemes means that only 7 will be signed off by 2024-25. As 
such, the delivery measurement will be based on delivery of 7 WFD points and progression for 
the remaining 41 with a role for the Environment Agency in signing off WFD points and 
assessing progression. The new performance commitment will also be set to delivery of 7 WFD 
points.  

Due to the risk of double counting of benefits and the risk of costs being re-requested at 
PR24, the company should report which locations contribute to WFD points under the green 
recovery and ensure that these do not contribute to the current PR19 performance 
commitment. It is also expected that these locations that have been funded will not require 
additional funding to deliver phosphate removal relating to the identified 48 WFD points at 
PR24 beyond that in the green recovery total allowance. The Environment Agency will support 
the assurance to ensure there is no double counting of scheme benefits.  

We have made minor changes to the delivery measurement description for the SOAF 
activities with unit costs and maximum numbers presented for more stages of the standard 
assessments (see table A1.2). This allows greater consistency with the SOAF proposals for 
other companies receiving green recovery funding in this area (South West Water and United 
Utilities) and provides clarity for how cost recovery would be calculated for investigations 
stopping at intermediate stages.  

Impact on 2020-25 performance commitments  

As explained in Appendix 2 this scheme impacts on the company’s improvements in WFD 
criteria performance commitment, and therefore we introduce a new performance 
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commitment in Appendix 4. We set in Appendix 3 the reporting requirements against this 
performance commitment. 

We set out our requirements for monitoring delivery and reporting progress of this 
programme in Appendix 1.  

5.4.2 Building sustainable flood resilient communities 

Severn Trent Water proposed to build an urban catchment-scale flood resilience programme 
utilising a suite of blue-green interventions,19 which aims to stimulate a step change in the 
management of surface water and developing flood resilient communities. The £84.990 
million flood resilient communities proposal was to deliver the equivalent of up to 60% 
(58,000m3) of the anticipated future network storage required in Mansfield by 2050 through 
blue-green infrastructure. This included partnership delivery of assets such as street 
planters, raingardens, detention basins and permeable paving. This was to provide 
improvements to all flooding pathways (above ground and underground) and beyond that of 
just sewer flooding, as well as delivery of wider aesthetic and social benefits.  

Our draft decision 

Our draft decision was to allow up to £75.675 million of customer funding to trial blue-green 
infrastructure to deliver 58,000 m³ of storage with the expectation that Severn Trent Water 
secures 11% third party funding upfront. This scheme has strong customer support, does not 
overlap with PR19 enhancement funding and the company provided clear evidence for future 
investment in additional storage and why Mansfield was suitable for an urban area trial. The 
expectation is this additional enhancement funding would deliver a step change in both the 
performance of company assets and those of third parties to reduce the harmful impacts of 
sewer and other types of flooding on the people of Mansfield. The company identified benefits 
to the internal and external flooding performance commitments. This investment is also 
expected to future proof the risk of flooding by providing 60% of the required storage needed 
by 2050, as well as provide wider environmental and social benefits. 

We want to enable different approaches to funding and delivery that will achieve wider 
benefits for customers, communities and the environment. We supported the need to drive 
more partnership working to ensure that the wider benefits offered by different approaches 
can be delivered sustainably, but without water customers paying for improvements that are 
the responsibility of others. Some of the proposed improvements in flooding pathways are the 
responsibility of multiple organisations to manage the flood risks and we expect customers to 
pay for benefits delivered in line with the company’s statutory functions, and third parties to 
cover its fair share of costs according to its own responsibilities. We proposed that the 
customer funding would be capped at 89% of the proposed storage delivered at a unit rate of 

 
19 Blue-green infrastructure integrates surface water management and water quality improvements with 
community and biodiversity benefits. These are generally alternatives to ‘grey’ or concrete based infrastructure. 
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£1466/m³, with the remaining 11% to be secured from third parties that will also benefit from 
the scheme. This was based on the unit rate difference the company presents for the grey 
infrastructure counterfactual, as the company was unable to quantify the benefits to third 
parties. This is the maximum amount we proposed the company could recover from 
customers. We also introduced a requirement that the contribution from customers is 
matched by a contribution from third party beneficiaries.  

Representations on our draft decision 

Severn Trent Water does not challenge our proposed allowance or the need for customers to 
not fund more than 89% of the total programme costs. It highlights the risks that it is 
exposed to if third party contributions are lower than expected as a result of the fixed ratio 
required to recover customer funding, and suggests how third party contributions could be 
considered to mitigate this. The company also suggests that clarity is required on how cost 
sharing interacts with third party contributions and the unit cost of what storage is delivered.  
The company proposes a slightly modified approach to ensuring a wide range of interventions 
are tested through the proposal by grouping the interventions into three broad categories 
(natural solutions, urban streetscape and permeable paving) with a condition that 
interventions in each category are delivered with no more than 70% of storage delivered in 
any one category.   

Northumbrian Water comments that the scheme offers only ‘modest’ benefits in return for 
our £75.675 million allowance, noting Severn Trent Water’s forecast reductions in internal and 
external sewer flooding in the 2020-25 period.  

Our final decision 

We continue to welcome the proposal, as it has the potential to bring much wider benefits 
and synergies than traditional approaches. These benefits are not fully captured in the two 
sewer flooding performance commitments cited by Northumbrian Water. We also recognise 
that these benefits are less certain than for a traditional approach to reducing sewer 
flooding. This scheme is a trial of blue-green infrastructure, which will provide learnings 
across the sector to inform future schemes of a similar nature. We also note that the scheme 
will deliver long-term benefits well beyond the current price review period. The majority of 
the scheme will be delivered in the final two years of 2020-25, so the benefits in this period 
are unlikely to be on the same scale as in future periods. 

We make no change to the total allowance for this proposal or the condition that customers' 
funding is limited to 89% of the efficient costs of the storage delivered. We revise the 
measuring delivery appendix, Table A1.5, to clarify the expectation for third party (non-
customer) funding, the maximum unit cost for customer funding, and how the cost sharing 
interacts with this.   

Impact on 2020-25 performance commitments 
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As explained in Appendix 2, this scheme impacts on a number of performance commitments 
set for the company for 2020-25. We set out in Appendix 3 how we expect the company to 
account for the benefits from the scheme and in Appendix 4 how we adjust two of those 
performance commitments. 

We set out our requirements for monitoring delivery and reporting progress of this 
programme in Appendix 1. 

5.4.3 Creating bathing rivers 

Severn Trent Water proposed to deliver improvements to water quality for two sections of 
river and address them in a way that provides additional benefits and responds to the 
increasing expectations of customers and communities. This investment aimed to address 
concerns with poor river quality, and respond to the growth in people wanting to take 
advantage of spaces with safe bathing water. To achieve this, two large-scale pilots were 
proposed to deliver bathing-quality water in the Rivers Avon and Leam in Warwickshire, and 
River Teme in Shropshire, at a total cost of £152.686 million, through investments to: 

• significantly reduce the frequency and impact of discharges from 25 storm overflows 
and wastewater treatment works’ storm tanks; 

• install ozone disinfection processes at six wastewater treatment works; 
• catchment management activity to reduce pollution, in particular bacterial loads from 

farms in the catchment;  
• generate local renewable energy and tree planting to offset carbon impact; and 
• deliver river water quality monitoring at both trial locations and a water quality app to 

help the public to make decisions about river use. 

Our draft decision 

The company presented customer research showing that 74% of household customers were 
supportive of the bathing rivers idea in principle, of which 38% were very supportive. We 
welcomed the proposal and the environmental and social benefits it has the potential to 
deliver, as well as the learnings that can be used to influence PR24. We proposed to make an 
allowance for £78.484 million for Severn Trent Water to deliver a focussed trial at Ludlow and 
Leamington Spa, and also to address all storm water overflows and storm tank spills proposed 
across the wider region. Two potential bathing water locations could be delivered through 
this trial, on the River Teme (upstream and downstream of Ludlow) and on the River Leam in 
Leamington Spa.  

This trial scope would address all 25 storm overflow and storm tanks identified on the Rivers 
Teme, Avon and Leam (£69.537 million), and three wastewater treatment disinfection 
upgrades (£6.948 million) for Itchen Bank and Frankton on the River Leam, and Ludlow on the 
River Teme. We considered that scaling the trials in this way would enable key lessons and 
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data to be available to inform PR24. It would also generate important information about 
numbers of bathing users and better quantify the links between the proposed interventions 
and delivery of other drivers including good ecological status. We considered disinfection 
installations at the three wastewater treatment works as sufficient in number for a trial to 
deliver learning for PR24, including the ability to understand some of the differences 
addressing water quality issues at different localities.  

We are only allowing funding for storm overflows where the company has confirmed that 
these activities will go beyond meeting existing permit requirements. Our expectation is that 
the company is meeting current permit standards for these assets or is in the process of 
addressing any outstanding issues during 2020-25 (from PR19 totex allowances). We 
expected Severn Trent Water to provide robust evidence (including spill durations) that this 
remains true as the trial progresses, and we linked this to the scheme delivery requirements 
in Appendix 1. 

We included river water quality monitoring and farmer engagement costs (£2.000 million) in 
the proposed allowance. However, we excluded the company’s proposed payments to farmers 
to fund interventions on their land to reduce pollution. These payments would be for 
improvements to remediate issues beyond those caused by the company’s activities which 
would be addressed through its interventions in this proposal. There was no strong case that 
the full catchment management activity was required at this stage to resolve other water 
quality related issues the company identified. We also did not allow £8.558 million of 
additional costs to offset carbon impact through local renewable generation and tree 
planting for the reasons explained above.  

Representations on our draft decision 

Severn Trent Water makes no representation on the allowances made for this proposal. 
However, it proposes minor edits to Appendix 1, with interventions and cost allocations 
grouped together to create a programme of similar intervention types (eg. network storm 
overflows, treatments works upgrades) for cost sharing purposes.  

Our final decision 

We make no change to the total allowance for this proposal. We accept the company's 
proposal to present costs for cost sharing purposes at a grouped intervention level, as it 
allows improved clarity on the outcomes delivered, simplifies cost sharing calculation and 
allows flexibility to deliver efficiencies at a programme level. We continue to present the more 
granular costs (although still not all on a per overflow basis), as these indicative costs will be 
used as part of the assessment of progress and cost recovery for schemes not delivered or 
forecast not to deliver by 2024-25.  

Impact on 2020-25 performance commitments 
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As explained in Appendix 2, this scheme impacts on the biodiversity (water), biodiversity 
(wastewater) and pollution incidents performance commitments set for the company for 
2020-25. We set out in Appendix 3 how we expect the company to account for the benefits 
from the scheme. 

We set out our requirements for monitoring delivery and reporting progress of this 
programme in Appendix 1. 

5.4.4 Decarbonising water resources 

The company identified that additional water resources are needed to ensure that supplies 
can meet demands under more extreme drought scenarios with the growing challenges of 
climate change and reducing abstractions. However, developing new supplies of water is 
normally carbon intensive, making this unsustainable over the long term, so the company’s 
proposal explored ways of meeting future supply needs with lower carbon schemes. The 
company proposed to deliver 109 Ml/d at a cost of £206.183 million to customers through the 
following schemes: 

• reducing non-household demand for water by 4 Ml/d through partnerships with 3,000 
high use business customers in the East Midlands; 

• creating new low-carbon and reduced-chemical treatment capacity for 65Ml/d, split 
across two existing water treatment works (Church Wilne and Melbourne) in the East 
Midlands;  

• establishing a new combined drought, flood storage scheme on the River Severn; and 
• local renewable energy generation and tree planting to offset carbon impact.  

Our draft decision 

We proposed to make an allowance of £139.841 million for the delivery of the non-household 
demand saving activities and the additional capacity provided at Church Wilne and 
Melbourne water treatment works. The company presented results from customer research 
to show that water resilience schemes have clear customer support. The need for investment 
is clear from the future supply-demand balance deficits that the company presents and the 
long term drivers (such as climate change and moving to 1-in-500 year drought resilience) 
which incrementally increase the need for water resources.  

No bottom-up costing was provided for the Church Wilne or Melborne components. We also 
noted that the unit rate of the scheme for additional capacity delivered is high compared to 
our PR19 supply-demand balance rate of £1.2 million per Ml/d. Based on the average capacity 
delivered of 65 Ml/d the unit rate for these schemes is £2.3 million per Ml/d, and even 
accounting for peak output at 93 Ml/d the rate is still high at £1.6 milion per Ml/d. Based on 
the limited cost efficiency evidence and high unit costs, we applied a 10% challenge to these 
schemes. 
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We proposed not to allow the additional £11.200 million of costs requested to offset carbon by 
local renewable generation using solar panels and tree planting, for the reasons already 
mentioned on the previous schemes. We also proposed not to allow the £40 million for the 
development of a combined drought, flood storage scheme. There is significant uncertainty 
in the costs and benefits of this scheme, including the sensitivity of its cost-benefit 
depending on unconfirmed third party contributions. There is also uncertainty over the 
availability of the scheme, and this uncertainty and associated capital costs may reduce over 
time. We considered there was no clear advantage in accelerating this component and as 
such we proposed to remove it from the green recovery.  

Representations on our draft decision 

The company identifies a discrepancy between the reported total allowance for the proposal 
and the sum of the component costs reported in Appendix 1. 

Our final decision 

We retain our proposed allowance for this scheme from our draft decisions. The discrepancy 
identified was due to an error with one of the component costs within Appendix 1, which has 
been corrected (see Table A1.10). The total allowance for the scheme is £139.841 million, 
which includes £135.046 million for Church Wilne and Melbourne upgrades and £4.795 million 
for water efficiency activities.  

Impact on 2020-25 performance commitments 

As explained in Appendix 2, this scheme impacts on the resilient supplies, biodiversity 
(water) and biodiversity (wastewater) performance commitments set for the company for 
2020-25. We set out in Appendix 3 how we expect the company to account for the benefits 
from the scheme and in Appendix 4 how we adjust the resilient supplies performance 
commitment. 

We set out our requirements for monitoring delivery and reporting progress of this 
programme in Appendix 1. 

5.4.5 Smart metering 

Severn Trent Water proposed to install 157,000 smart meters (AMI, advanced meter 
infrastructure technology, enabling near real time data reporting), across Coventry and areas 
of Warwickshire, that can be monitored remotely on a frequent basis. This included 
replacement of 91,000 existing meters and 66,319 new meter installations. Through this trial 
it aimed to deliver water efficiency savings to help maintain the supply-demand balance 
during droughts and protect the environment, while also establishing the costs and benefits 
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of adopting this technology within its region. The company requested funding of £21.934 
million for this trial. 

Draft decision 

Our draft decision was to make a total allowance of £20.120 million.  

We have previously recognised the benefits smart meters can provide over basic meters, in 
terms of enabling a company to better understand leakage from customer’s pipes and 
supporting detailed engagement with customers regarding water efficiency. Any reduction in 
demand can benefit customers through lower bills and protect and enhance the environment 
by reducing volumes of water abstracted. We adopted the same assessment approach as we 
used at the 2019 price review to evaluate Severn Trent Water's smart metering proposals.20 
We consider that trials such as this will help to establish the efficient costs and level of 
benefits delivered to inform development of future smart metering programmes.  

We noted that the expenditure presented in the company’s evidence and responses to 
queries did not reconcile to the £21.934 million request. Our allowance is built up from the 
number of new meter installations and meter replacements identified by the company and 
efficient unit rates for these activities. We assessed Severn Trent Water's costs for new meter 
installation through comparison with our PR19 metering model and found the company's 
costs to be efficient compared with the benchmarked model. Consistent with our 2019 price 
review approach and the Competition and Markets Authority's redeterminations, we make an 
efficient allowance for only the costs driven by the uplift in technology when a basic meter is 
replaced with a smart meter. This avoids customers paying twice for meter replacement, as 
meter replacements will be included in the company's future base allowance at PR24. Severn 
Trent Water's proposal was for customers to fund the replacement in full through green 
recovery but we removed £1.312 million of replacement costs.  

Representations on our draft decision 

The company identified a minor variance in total allowance between the figure stated in the 
main draft decision document text and the figure calculated when the unit rate is applied to 
the maximum number of meter installations to be funded, as defined in Appendix 1.21 The 
company also proposes minor changes to the delivery measurement definitions, including 
amendment of a footnote reference and a change of unit for reporting benefits of metering. 

Our final decision 

In response to the company's representation, we review the unit rates for metering activities 
and make an adjustment to the unit rate for new meter installations in Appendix 1. This 
amendment removes the variance between the total allowance figure stated in the main 

 
20 Ofwat, 'PR19 final determinations: Securing cost efficiency technical appendix', December 2019, pp. 83-85. 
21 Ofwat, 'Green economic recovery: Draft decisions', May 2021, p. 88. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf
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document text and the figure calculated when the unit rate is applied to the maximum 
number of meters to be funded. We amend the delivery measurement definition footnote to 
reference the appropriate areas of the Severn Trent Water region. We do not change the unit 
for reporting benefits, as this has been retained by the two other companies undertaking 
metering schemes and aligns with both the current regulatory reporting guidance and the 
performance commitment impacts identified by companies.  

Impact on 2020-25 performance commitments 

As explained in Appendix 2 this scheme impacts on the leakage, per capita consumption and 
number of water meters installed performance commitments set for the company for 2020-
25. We set out in Appendix 3 how we expect the company to account for the benefits from the 
scheme. 

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1. 

5.4.6 Taking care of supply pipes 

The company proposed to invest £97.870 million to undertake 30,000 supply pipe 
repair/replacements to the compliance point at three trial locations (Coventry 25,000, 
Worcester 4,000 and Bomere Heath in Shropshire 1,000). This was made up of £84.824 
million of direct costs and £13.046 million of associated enabling costs (water efficiency, 
sampling, new technology innovation trials, customer engagement, training and data 
systems improvements). The proposal would provide health benefits from lead pipe 
replacement, associated leakage reduction and support for financially vulnerable customers 
who may struggle to repair or replace their supply pipes. The proposals also included fitting 
boundary boxes and meters, and the ambition for the cessation of chemical dosing for 
plumbosolvency control in Bomere Heath zone. 

Our draft decision 

Our draft decision was to make a total allowance of £74.626 million (£65.484 million for the 
26,000 supply pipe repair/replacements for Coventry and Bomere Heath trial areas and £9.142 
million for additional enabling costs). Our decision supported the ambition to improve 
drinking water quality and its potential to help provide information to inform PR24. The trials 
in Coventry and Bomere Heath provide unique scope and learning opportunities. These 
include urban and rural challenges, synergies with wider smart metering and mains renewal 
programmes, supporting vulnerable customers, tackling high prevalence of joint supplies, 
and the opportunity to disengage phosphate dosing for a whole rural area. We did not support 
the Worcester trial, as the learning value was not unique and we were concerned with the 
wider affordability impacts with the Severn Trent Water programme. 
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We separately assessed the £13.046 million of additional associated cost lines (wider 
environmental initiatives; detecting lead; innovation trials; customer and community 
education/engagement; training and developing skills; and improvements to data capture 
and sharing system). Where the evidence provided was sufficient we proposed not to 
challenge the costs. Where evidence was not sufficient we proposed to apply a line-specific 
cost challenge, ranging between 10% and 50% based on the robustness of the evidence 
presented, and made an allowance of £9.142 million. 

Representations on our draft decision 

Severn Trent Water accepted our draft decision scope and cost challenges. However, it 
requests that we share our line-specific cost challenges to focus its efforts to realise the 
efficiency savings. The company also identified a minor variance in total allowance between 
the figure stated in the main draft decision document text and the figure calculated when 
the unit rate is applied to the maximum number of meter installations to be funded, as 
defined in Appendix 1.22 

Our final decision 

Our final decision is to allow £74.626 million (£65.484 million for the 26,000 supply pipe 
repair/replacements for Coventry and Bomere Heath trial areas and £9.142 million for 
additional enabling costs). We assessed the additional enabling costs on a line by line basis, 
and the overall cost challenge was 30%, which we consider reasonable based on the quality 
and robustness of the evidence presented. The company should not be constrained by the 
breakdown of the line-specific cost challenges to develop and implement further efficiencies. 

In response to the company's representation, we review the unit rates for supply pipe repair 
or replacement activities and make an adjustment to the unit rate in Appendix 1. This 
amendment removes the variance between the total allowance figure stated in the main 
document text and the figure calculated when the unit rate is applied to the maximum 
number of supply pipe repairs or replacements to be funded. 

Impact on 2020-25 performance commitments 

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1. As explained in Appendix 2, this scheme impacts on the leakage and per capita 
consumption performance commitments set for the company for 2020-25. We set out in 
Appendix 3 how we expect the company to account for the benefits from the scheme. 

 
22 Ofwat, 'Green economic recovery: Draft decisions', May 2021, pp. 81-82. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf
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5.4.7 Using ceramic membrane at Hampton Loade 

Hampton Loade water treatment works is a shared resource between South Staffs Water and 
Severn Trent Water. As a result of this arrangement, Severn Trent Water contributes a third of 
capital investment costs on the site. South Staffs Water submitted a green recovery proposal 
for installation of a ceramic membrane process at Hampton Loade (see section 6 for further 
details). Severn Trent Water provided evidence that its Board supported the proposal and it 
requested £7.930 million to fund its contribution to the scheme.  

Customer support 

Severn Trent Water had not engaged with its customers specifically regarding its 
contribution to this scheme, because it stated it was not aware of the South Staffs Water 
proposal prior to the submission of its own green recovery proposals. The company had 
stated for other schemes that customers are supportive of investment to increase resilience 
and decarbonise water resources, which are two benefits of the Hampton Loade investment. 
We discuss South Staffs Water's engagement with customers in its region who are customers 
of South Staffs Water for provision of water services and Severn Trent Water for provision of 
wastewater services in section 6.4.1. 

Value for money for customers 

The details of our value for money for customers assessment of this scheme are included in 
section 6.4.1. The section includes detail of our draft decision, representations on our draft 
decision and our response. 

Our final decision allowance  

We make a green recovery allowance of £7.930 million to Severn Trent Water for this scheme. 
The details of the derivation of this allowance are included in section 6.4.1. 

5.5 In-period funding 

As set out in section 5.2, we allow the company to receive £84.832 million of revenue in-
period. This represents a marginal increase on the revenue allowed in our draft decision due 
to the increased allowance we make to the company for the Hampton Loade scheme. This 
funding will be delivered through an in-period outcome delivery incentive which takes effect 
during the 2020-25 period. We have published a consultation on the licence modification 
needed to enable this alongside this document. 

Where a company is forecast to not fully deliver a scheme by the time of the PR24 final 
determination, an amount of in-period funding will be returned to customers, proportional to 
the amount of the scheme which has not been delivered. We will account for this within the 
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RCV midnight adjustment that the company receives at PR24. Further detail on how this will 
work in practice is given in Appendix 5. 
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6. South Staffs Water 

We make an allowance of £17.614 million for South Staffs Water to install ceramic membranes 
at Hampton Loade water treatment works to deliver enhanced water quality, increase the 
resilience of the works, contribute towards achieving net zero carbon and remove the 
requirements for significant upgrades of other process stages planned for 2025-30. The 
treatment works is a shared resource and £9.684 million is to be funded by South Staffs 
Water’s customers, and £7.930 million by Severn Trent Water customers. 

6.1 Deliverability 

Our draft decisions 

Our draft decision was that South Staffs Water provided sufficient evidence of its ability to 
deliver its scheme. The company evidenced that the scheme would only result in manageable 
increases in expenditure; an approximate increase of 3.1% on the 2020-25 levels and 13% on 
the levels delivered in 2015-20. South Staffs Water also provided evidence that it already has 
some of the resources and controls in place needed to ensure delivery, in particular given 
that the ceramic membrane solution is replacing a solution which was funded in our PR19 
final determination and was expected to be delivered in 2020-25. 

Our final decisions 

We received no representations on the deliverability of South Staffs Water’s scheme. We have 
also not received any new information which raises concerns over deliverability. We therefore 
continue to consider that South Staffs Water has demonstrated its ability to deliver its green 
recovery scheme.  

6.2 Financeability 

In its proposal, South Staffs Water stated that it had targeted credit ratings of Baa1/BBB+ as 
set out in its business plan for 2020-25 to maintain its current level of credit quality and 
provide some level of headroom. 

Based on its proposed additional investment, without additional funding during the period, 
South Staffs Water set out that the adjusted interest cover for the notional company would 
fall consistently below the threshold required to maintain the target credit rating for the 
notional company. Based on the level of in-period funding South Staffs Water proposed, the 
company provided financial ratios that were marginally below the rating guidance it 
referenced. However, the company believed it would maintain current credit metrics for the 
remainder of the period to 2025. 
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South Staffs Water’s proposal included a revenue allowance of £2.5 million (2017-18 FYA CPIH 
prices) during 2022-25. The proposed revenue was equivalent to an allowed return on capital, 
RCV run-off at a rate of 5.56% and a corresponding additional tax allowance. All of the 
proposed green recovery expenditure is capital in nature therefore the company did not 
propose to recover revenue equivalent to PAYG. South Staffs Water’s proposed revenue is 
approximately 0.4% of the revenue allowed in our PR19 final determination. 

Our draft decision 

We agreed with South Staffs Water that the green recovery investment placed a constraint on 
the financeability of the company on the basis of the notional company over the period 2020-
25. Therefore, we proposed to allow South Staffs Water additional revenue from customers 
during the period equivalent to the allowed return on capital (based on the PR19 final 
determination cost of capital) and RCV run-off. This equated to £1.596 million over the period 
2022-25 and was additional to the contribution from Severn Trent Water. We did not propose 
to make an allowance for tax, as we were not convinced that any incremental tax payable on 
additional revenue would not be offset by additional capital allowances.  

We considered that South Staffs Water would continue to be able to finance the proper 
carrying out of its functions over 2020-25 on the basis of the notional structure based on the 
proposed allowances for green recovery investment and the additional revenue provided 
during 2020-25. 

Representations on our draft decision 

In its response to our consultation, South Staffs Water did not comment directly on our 
proposed in-period funding allowances. 

Our final decisions 

For the reasons mentioned above, which were not challenged, we retain our draft decision to 
allow South Staffs Water revenue equivalent to the allowed return on capital (based on the 
PR19 final determination cost of capital) and RCV run-off. We consider that, without in period 
funding, the additional expenditure places a constraint on the financial ratios of the notional 
company, in particular the adjusted interest cover over the period 2022-25. Based on our final 
allowances, this equates to £1.970 million and is additional to the contribution from Severn 
Trent Water. Unrecovered expenditure represents 1.8% of RCV as at 31 March 2025. We set 
out in section 3.6.1 that all companies should report green recovery investment that is 
expected to be recovered at PR24 in its shadow RCV. 
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6.3 Managing affordability pressures 

South Staffs Water proposed to recover an allowed return on capital and RCV run-off during 
the 2022-25 period. The company estimated that, in 2022-25, customer bills will increase by 
around £1.37 per year, on average, to pay for its green recovery scheme.  

Our draft decisions 

As South Staffs Water is a water-only company, its customers receive wastewater services 
from Severn Trent Water. This means that South Staffs Water customers will pay for the 
South Staffs Water green recovery scheme as well as the wastewater elements of the Severn 
Trent Water schemes. Both companies are proposing to recover at least some costs from 
customers during the 2020-25 period.  

Ahead of our draft decisions, CCW noted that it was not clear what proportion of the Severn 
Trent Water bill impacts will apply to its wastewater-only customers in the South Staffs Water 
region. We also considered that South Staffs Water's survey, which focused only on the bill 
impact and customer support for its own green recovery proposals, was not representative 
due to the small sample size. We set out that we expected the company to report on the level 
of support for the combined proposals following further engagement with its customers and 
to identify what measures it intends to take to support customers facing affordability issues. 

Representations on our draft decisions 

South Staffs Water presents the results of further engagement it has undertaken with 
customers regarding the impact of green recovery proposals on the combined water and 
wastewater bill. The company has consulted with CCW in developing this survey. The 
engagement is on a larger scale than the survey in its initial submission and representation is 
included from a range of customer groups.  

The research suggests that 64% of informed South Staffs Water customers state that they 
can afford to pay for the combined green recovery proposals, plus an estimated £12 per year 
impact of outperformance payments for the remainder of the period. 36% of customers did 
not consider the combined impact of the schemes and outcome delivery incentives on their 
bills to be affordable. This indicates that a significant proportion of customers cannot afford, 
or may struggle to afford, to pay for the combined proposals. 

Our final decisions 

We and CCW jointly consider that additional protection for customers may be needed.  We 
therefore include further reporting requirements in Appendix 1 to ensure the impact on 
customers can be monitored on an ongoing basis with appropriate action taken to resolve 
issues.  
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6.4 Assessment of proposals 

6.4.1 Using ceramic membrane at Hampton Loade 

South Staffs Water proposes to amend the solution it proposed in its 2019 business plan at 
Hampton Loade water treatment works from rapid gravity filters (RGFs) to a ceramic 
membrane process. This will increase the cost from the RGF solution for which we made an 
allowance in our PR19 final determination. The company considers that the amended 
innovative solution will provide benefits from improved water quality, increased resilience, 
lower carbon and reduced future investment. The increase in scheme cost will impact both 
South Staffs Water and Severn Trent Water because the Hampton Loade water treatment 
works is a joint resource and Severn Trent Water contributes a third of all capital costs 
incurred.23 South Staffs Water requests £17.614 million capex as part of its green recovery 
submission. £9.684 million of this is to be funded by the company’s customers, and £7.930 
million by Severn Trent Water's customers.  

Our draft decision 

We have undertaken a deep dive assessment of the proposal to install a ceramic membrane 
solution at Hampton Loade. This is consistent with our assessment of the cost adjustment 
claim in the company's 2019 business plan for water treatment works improvements,24 which 
included the RGF solution for Hampton Loade. We have worked closely with the DWI to assess 
the viability of the option and the additional benefits it may realise in comparison to the 
original proposal. 

We accept that the need to improve water quality at Hampton Loade treatment works to meet 
the requirements of a DWI improvement notice is unchanged from the 2019 business plan.25 
The results from the company’s pilot trials support the stated additional benefits of the 
scheme compared to the RGF solution. These benefits are to provide customers with 
enhanced water quality, increase the resilience of the works, contribute towards achieving 
net zero carbon and remove the requirements for significant upgrades of other process 
stages planned for 2025-30. We therefore make an allowance for South Staffs Water to 
develop this scheme. This is conditional on the DWI accepting the company's formal 
submission to change the solution and its associated delivery dates.26 

 
23 Severn Trent Water contributes a third of the gross project capital costs, £55.920 million. This would result in 
Severn Trent Water contributing a total of £17.509 million. The additional funding in the green recovery request is 
based upon these totals and consideration of our PR19 final determination allowance. For Severn Trent Water we 
made a PR19 final determination allowance for a contribution of £10.500 million 
24 Ofwat, 'Cost adjustment claim feeder model South Staffs Water', December 2019. 
25 The RGF solution is currently associated with the DWI improvement notice for Hampton Loade.  
26 South Staffs Water intends to initiate the formal change process for the solution and delivery date associated 
with its Hampton Loade DWI improvement notice following confirmation of a conditional allowance for the 
scheme. If the DWI does not accept the change of solution, we will return any in-period funding to customers. 

https://www.ofwat.gov.uk/final-determinations-models/
http://dwi-content.s3.eu-west-2.amazonaws.com/wp-content/uploads/2020/11/24120256/SST_2018_00002.pdf
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We applied a 5% cost efficiency to the proposed solution, because we were concerned that 
the cost increase from a conventional RGF to ceramic membrane for the Hampton Loade 
solution was significantly higher than for similar schemes being undertaken by South West 
Water. We also considered an efficiency challenge was supported by a report from South 
Staffs Water's engineering consultants, which identified potential opportunities for cost 
reduction.  

In our draft decisions, we proposed to make a green recovery allowance to both South Staffs 
Water and Severn Trent Water based on an efficient gross project cost for the ceramic 
membrane scheme of £52.526 million.27 We proposed a green recovery allowance of £7.009 
million to Severn Trent Water and £7.841 million to South Staffs Water.  

Our draft decisions also referenced South Staffs Water's intention to undertake further 
engagement with its customers with regards to the impact of both the company's and Severn 
Trent Water's green recovery proposals on customers combined bills.28 This engagement 
proposed to assess the support for and affordability of these green recovery proposals. 

Representations on our draft decision 

South Staffs Water requested that the cost efficiency challenge of 5% is removed in full. The 
company has provided explanation of scope variations between its proposals and those made 
by South West Water for conventional RGF and ceramic membrane solutions at their 
respective water treatment works. The company also identifies the Hampton Loade solution 
as potentially more challenging to implement than those for South West Water, due to space 
limitations on the Hampton Loade site. The company considers that these variations in scope 
and site-specific challenges lead to cost differences that explain the increased uplift in cost 
observed for a ceramic membrane solution compared to a conventional RGF at Hampton 
Loade. South Staffs Water also considered that the engineering report identified greater risk 
of increased scheme cost than opportunity for cost reductions and provided further specific 
evidence from its engineering consultants.  

In its representation on our draft decisions, South Staffs Water restates its intended delivery 
date for the Hampton Loade ceramic membrane solution as 31 March 2025. This is an 
amendment to the July 2024 date we used in the draft decisions and is based on the 

 
27 The calculation of green recovery allowances for both companies was made on the basis of considering an 
efficient gross project cost for the ceramic membrane scheme in the context of the existing individual company 
allowances we made for the rapid gravity filter scheme 2020-25 period in our PR19 final determinations. We then 
made the green recovery allowance on the basis of the agreement that Severn Trent Water contributes a third of 
all capital costs. The final decision allowance is described later in this chapter and follows the same methodology. 
For the draft decision derivation see Ofwat, 'Green economic recovery: Draft decisions', May 2021, p. 42.  
28 In South Staffs Water's region water services are provided by South staffs Water with sewerage services 
provided by Severn Trent Water. Therefore Severn Trent Water's green recovery proposals relating to wastewater 
will impact the bills of these customers. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf


Green economic recovery: final decisions  

51 

company's latest view of a ceramic membrane construction programme commencing 
following the final decision.29  

The company has shared with us and CCW the results of its further customer engagement 
regarding the combined bill impact for customers, including both the Hampton Loade 
scheme and Severn Trent Water's wastewater green recovery proposals. We discuss these 
results in the affordability section above. 

Our final decision 

We accept the evidence provided by the company that explains the scope and cost 
differences between its ceramic membrane solution and those proposed by South West 
Water. Following provision of further information from the company's engineering 
consultants, we have reviewed the report and identified additional risk items beyond those 
considered in our draft decisions. We consider that the report, in conjunction with the 
additional information, does not now support the application of an efficiency challenge. We 
therefore remove the cost efficiency challenge applied in our draft decisions and allow the 
requested amount in full. We set out details of the derivation of the allowance below. 

Following discussions with the DWI, we accept the company's proposed solution delivery date 
of 31 March 2025 in recognition of the long-term benefits this solution will bring for 
customers. However, any green recovery allowance will remain subject to the company 
achieving formal approval from the DWI for the ceramic membrane solution and delivery 
date.30 

We specify the reporting that both South Staffs Water and Severn Trent Water must provide 
to CCW on a quarterly basis in Appendix 1. Where this information suggests that South Staffs 
Water and Severn Trent Water need to provide further assistance for those struggling to pay 
such as exploring additional options to support customers, CCW will challenge these 
companies to take action as appropriate. CCW will keep us informed of any issues that arise 
from this reporting process. 

Detail of allowance 

Our final decision is to make a green recovery allowance to both South Staffs Water and 
Severn Trent Water based on the requested gross project cost of £55.290 million, and to 
calculate the variance between this total and the existing allowance for 2020-25 from our 
PR19 final determinations.31 We divide the resulting green recovery allowance between the 
companies on the basis of the existing individual company allowances we made for the 2020-

 
29 To date South Staffs Water states it has been working on delivery of elements of the project common to both an 
RGF or ceramic membrane solution  
30 See Appendix 1 for further details of this condition 
31 The gross project cost in terms of request and allowance is entirely capital expenditure 
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25 period in our PR19 final determinations and the agreement that Severn Trent Water 
contributes a third of all capital costs. 

Severn Trent Water will therefore make a total contribution of £18.430 million, and, as stated 
in section 5.4.7, we make a green recovery allowance of £7.930 million to Severn Trent Water 
in addition to the existing £10.500 million allowance for 2020-25 in our PR19 final 
determination.  

South Staffs Water will therefore fund £36.860 million of the gross project costs and we make 
a green recovery allowance of £9.684 million to South Staffs Water. This is in addition to the 
£27.176 million available from the existing allowance for 2020-25 we made in our PR19 final 
determination, in response to the cost adjustment claim made in the company's 2019 
business plan. 32 

Impact on 2020-25 performance commitments 

In our draft decision we considered the impact of the scheme on the compliance risk 
assessment (CRI) and carbon reduction but did not make any adjustment given that both 
do not include financial outperformance payments.33 As a result of the change in delivery 
date, this scheme will no longer impact on the compliance risk assessment (CRI) and 
carbon reduction performance commitments in the 2020-25 period, and therefore we do 
not include consideration of any impacts within our final decisions. The scheme will still 
impact the water treatment works delivery programme performance commitment, due 
to the amendment to the estimated delivery date, and make adjustments as set out in 
Appendix 4.  

Following our draft decisions, South Staffs Water identified that the revised delivery date of 
31 March 2025 for the Hampton Loade scheme could impact its ability to deliver its customer 
contacts about water quality performance commitment. This performance commitment 
includes both financial under and outperformance payments. The company states that 
delivery of its 2024-25 performance commitment level was based on the Hampton Loade RGF 
solution being delivered by March 2024. 

A key principle of the green recovery is for additional benefits to be delivered for customers 
and the environment. While the revised scheme delivery date could make achieving the 
2024-25 performance commitment level more challenging, we consider there are other 
measures the company can adopt or optimise to improve performance in this area. For 
example, this could include ensuring maximum benefits are delivered form the mains 
cleaning project funded at the 2019 price review.  

 
32 In our PR19 final determinations, we made an allowance of £68.023 million in response to South Staffs Water's 
cost adjustment claim for three schemes, including the Hampton Loade scheme. The two other schemes are 
forecast to be delivered for £30.347 million, leaving an allowance of £37.676 million for Hampton Loade which 
includes a Severn Trent Water contribution of £10.500 million. 
33 Ofwat, 'Green economic recovery: Draft decisions', May 2021, Appendix 2, pp. 108-109. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf
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We consider that it is not in the interests of customers to reduce the performance 
commitment level agreed at PR19 for 2024-25. Retaining the existing performance 
commitment level incentivises the company to maximise benefits from its other activities and 
to seek opportunities to accelerate delivery of the ceramic membrane solution.  

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1. 

6.5 In-period funding 

As set out in section 6.2, we allow the company to receive £1.970 million of revenue in-period. 
This represents an increase on the revenue allowed in our draft decision due to the increased 
allowance we make to the company. This funding will be delivered through an in-period 
outcome delivery incentive, which will take effect during the 2020-25 period. We have 
published a consultation on the licence modification needed to enable this alongside this 
document. 

Where a company is forecast to not fully deliver a scheme by the time of the PR24 final 
determination, an amount of in-period funding will be returned to customers, proportional to 
the amount of the scheme which has not been delivered. We will account for this within the 
RCV midnight adjustment that the company receives at PR24. Further detail on how this will 
work in practice is given in Appendix 5. 
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7. South West Water 

We make an allowance of £81.622 million for South West Water to deliver a comprehensive 
suite of schemes, which will deliver early benefits for the customers, communities and the 
environment. This funding encompasses: 

• Catchment management - £9.000 million to improve the environment as well as 
flood risk management, carbon storage, and raw water quality; 

• Knapp Mill water treatment works - £24.877 million to deliver water quality and 
water supply resilience benefits to the company’s Bournemouth supply area; 

• Smarter, healthier homes - £17.401 million to install 76,000 smart meters and 
replace/repair customer supply pipes to improve water efficiency, reduce leakage and 
remove lead supply pipes; 

• Storm overflows - £7.642 million to undertake storm overflow investigations, pilot 
inland river bathing water on the rivers Dart and Tavy and surface water separation; 
and 

• Water resource grid enablement - £22.702 million to improve water supply 
resilience and address drinking water quality issues. 

7.1 Deliverability 

Our draft decisions 

Our draft decision was that South West Water provided sufficient evidence of its ability to 
deliver its green recovery schemes. The company provided evidence showing that only a 
modest increase on expenditure would be required and that it was able to deliver a lumpier 
investment profile in 2015-20 than that proposed. It also showed sufficient evidence of 
headroom in expenditure levels and provided Board assurance of its ability to deliver the 
schemes alongside PR19 commitments. 

Our final decisions 

We received no representations on the deliverability of South West Water’s schemes. We have 
also not received any new information which raises concerns over deliverability. We therefore 
continue to consider that South West Water has demonstrated its ability to deliver its green 
recovery schemes.  

7.2 Financeability 

South West Water provided Board assurance that its proposals were financeable and did not 
significantly increase any short, medium or long term risk to the financeability of the 
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company. South West Water stated that, with a strong balance sheet in place and underlying 
gearing reducing over 2020-25, it had sufficient headroom to deliver this additional 
investment alongside its existing capital programme. 

South West Water proposed to defer the recovery of all of its green recovery expenditure plus 
the cost of financing until after 2025. South West Water stated that it received a 10bps 
increase to the cost of equity in its final determination as a reward for its fast track status 
and that this should be included as part of the reconciliation at PR24. 

Our draft decision 

We considered that South West Water would continue to be able to finance the proper 
carrying out if its functions over 2020-25 on the basis of the notional structure based on the 
draft allowances for green recovery investment. South West Water received an allowed return 
on capital for the wholesale price controls of 2.92% (on a CPIH basis, 1.92% on a RPI basis), 
consistent with the sector allowed return. The fast track reward, equivalent to ten basis 
points on the return on regulatory equity, was specifically to recognise the quality of the 2019 
business plan. We proposed to use South West Water’s PR19 allowed return on capital in the 
reconciliation for green recovery investment at PR24 and not to include the fast track reward 
element. 

Representations on our draft decision 

In its response to our consultation, South West Water sets out that it continues to support the 
deferral of cost recovery into PR24. The company states that a consistent approach for all 
companies in recognising the additional RCV within the shadow RCV for 2020-25 should be 
applied. This would ensure that companies' financeability and debt covenants are not 
impacted by the green recovery. This is consistent with the approach taken for other RCV 
adjustments identified post the Final Determination. 

Our final decision 

We retain our view that South West Water will continue to be able to finance the proper 
carrying out if its functions over 2020-25 on the basis of the notional structure, based on the 
final allowances for green recovery investment and deferral of cost recovery to post 2025. For 
the reasons mentioned above, we retain our position at draft decisions to use South West 
Water’s PR19 allowed return on capital in the reconciliation for green recovery investment at 
PR24, and not to include the fast track reward. Unrecovered expenditure represents 2.5% of 
RCV as at 31 March 2025. We set out in section 3.6.1 that all companies should report green 
recovery investment that is expected to be recovered at PR24 in its shadow RCV. 
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7.3 Managing affordability pressures 

South West Water proposed to recover all costs of its green recovery schemes at PR24. This 
will avoid increasing customer bills in the current 2020-25 period.  

Our draft decisions 

We considered that South West Water demonstrated a sufficient level of customer 
acceptability for its green recovery proposals. Its customer research indicated that 81% of 
customers support its proposals and, as noted by CCW, the willingness to pay results provided 
by the company outweigh the actual bill impacts of the schemes by a considerable margin. 

Our final decisions 

We did not receive any representations on our approach to affordability for South West Water 
and maintain our assessment that the company has demonstrated a sufficient level of 
customer acceptability for its proposals. 

7.4 Assessment of proposals 

7.4.1 Catchment management 

The company proposed to bring forward WINEP 2025-30 interventions to restore 10,000 
hectares of land to improve catchment management and drinking water protected areas on 
rivers and headwaters in the Dartmoor catchment at a cost of £10.000 million. The work 
comprised of 1,000 hectares of intensive peatland restoration at a cost of £7.000 million and 
9,000 hectares of catchment management at a cost of £3.000 million, working with partner 
NGOs who provide additional contributions. This is a continuation of the company’s 2015-
2020 ‘Upstream Thinking’ programme. This would deliver nature based benefits for the 
environment, flood risk management, carbon storage, raw water quality, water supply 
through dry periods and work with farmers to reduce pesticide pollution. 

Our draft decision 

Our draft decision was to make an allowance of £9.000 million by applying a 10% cost 
challenge. The cost challenge was based on PR19 Drinking Water Protected Areas 
enhancement assessment allowances and the lack of catchment specific costings for the 
Dartmoor catchment. Our decision was based on the strong support from customers who 
valued protecting and improving the environment as a key priority, along with the strong 
support received from the Environment Agency and existing partnership organisations. 

Representations on our draft decision 
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South West Water made no representations or clarifications on our draft decision. 

Our final decision 

We retain our draft decision and, for the reasons described above, we allow £9.000 million to 
restore 10,000 hectares of land in the Dartmoor catchment (£6.300 million for 1,000 
hectares of intensive peatland restoration and £2.700 million for 9,000 hectares of 
catchment management). 

Impact on 2020-25 performance commitments 

We set out the scheme delivery requirements in Appendix 1 and the reporting requirements 
in Appendix 3. 

This scheme impacts the company’s biodiversity - enhancement performance commitment 
which we adjust in Appendix 4. 

7.4.2 Knapp Mill water treatment works advancement 

We made an allowance at PR19 for the commencement of the refurbishment of Knapp Mill 
water treatment works in 2022-25. As part of the green recovery, South West Water proposed 
to bring forward £25.008 million from 2025-30 to complete the water treatment works 
upgrade 18 months ahead of schedule, by September 2025. 

Our draft decision 

Our draft decision was to make an allowance of £24.877 million which ensured the consistent 
application of the PR19 5% efficiency challenge to enhancement costs. 

We also noted that the company expects to complete the scheme in 2025-26. We proposed to 
use the measure of scheme delivery to assess how much we add to the RCV for the scheme 
through the midnight adjustment at PR24. And that we would reflect any costs required in 
the next period within the RCV profile for 2025-30. 

Representations on our draft decision 

South West Water made no representations or clarifications on our draft decision. 

Our final decision 

We retain our draft decision and, for the reasons described above, we allow £24.877 million, 
implement a scheme completion RCV midnight adjustment at PR24, and reflect any costs 
required for the 2025-30 period. 
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We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1.  

7.4.3 Quality water for all 

More than one third of all private water supplies in England are located in the south-west and 
the company presented concerns about the quality of these supplies and the potential health 
risks they can present. To address these concerns, the company proposed a trial to transfer 
eight clusters, of private supplies, comprising 160 properties, to the potable water network 
for £2.000 million, paid for by existing water customers and which could inform future 
national policy decisions. 

Our draft decision 

Our draft decision was not to make an allowance. We did not receive sufficient evidence that 
existing customers should be burdened with the cost of connecting private supplies to the 
company’s potable water infrastructure as the existing legal framework provides suitable 
provisions for the recovery of these costs. 

The existing legal framework provides mechanisms for private water supplies to meet water 
quality standards, subject to the regulation by local authorities (as set in the private water 
supplies regulations and sections 77, and 80 to 82 of Water Industry Act 1991). Section 80 of 
WIA91 refers to the supply of water by a water company only as a temporary measure when a 
problem with the quality or sufficiency of the private water supplies is detected. 

Sections 41 and 45 of WIA91 impose a duty on water companies to extend their water 
networks to unserved areas in response to a water main requisition and to make the 
connection between the water main and the property, for which they are entitled to charge 
the property owner that requested it.  

Representations on our draft decision 

South West Water provides reflections and observations on our draft decision. These include 
reference to the risk and strategic priority that DWI place on private water supplies and how 
this pilot may assist in developing future strategies and methodologies to consider these 
issues. 

We note that the company has indicated that it may consider undertaking the proposed 
engagement programme with private supply owners and that this could result in some 
investment being made separately reflecting the company’s commitment to the region.  

Our final decision 
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Our final decision remains not to make an allowance as the existing legal framework provides 
mechanisms to address the risks and costs. 

7.4.4 Smarter, healthier homes 

The company proposed to conduct £16.852 million of trials across the North Devon supply 
region. It proposed to progress three direct customer challenges: firstly, protecting and 
conserving water resources; secondly, reducing the risk lead pipes present to water quality 
and customer health; and thirdly, supporting customers to address affordability issues. The 
trials encompass installation of advanced metering infrastructure (AMI) smart meters (£8.164 
million, 68,000 domestic, 8,000 commercial), replacing lead pipes (£7.272 million, 5,100 to 
building wall) and replacing/repairing customer supply pipes (£1.415 million, 2,076 
interventions). 

Our draft decision 

Our draft decision was to make an allowance of £17.401 million (£6.101 million for smart 
metering, £9.885 million for lead pipe replacements and £1.415 million for replacing/repairing 
supply pipes). 

We have previously recognised the benefits smart meters can provide over basic meters, in 
terms of enabling a company to better understand leakage from customer’s pipes and 
supporting detailed engagement with customers regarding water efficiency. Any reduction in 
demand can benefit customers through lower bills and protect and enhance the environment 
by reducing volumes of water abstracted. We adopted the same assessment approach as we 
used at the 2019 price review to evaluate South West Water's smart metering proposals.34 We  
consider it is appropriate to fund companies to install smart meters despite the benefits they 
will receive, as trials such as this will help to establish the efficient costs and level of benefits 
delivered to inform development of future smart metering programmes.  

We assessed South West Water’s costs for new meter installation upgrades to be efficient 
with our PR19 benchmarking model. However, we did not allow £2.047 million of costs for 
meter replacement and upgrade.35 This was consistent with our 2019 price review approach, 
and the Competition and Markets Authority redeterminations, to only make an efficient 

 
34 Ofwat, 'PR19 final determinations: Securing cost efficiency technical appendix', December 2019, pp. 83-85. 
35 We review the costs presented in South West Water, ‘Smarter Healthier Homes business case’, February 2021, 
Appendix A. The total cost in this appendix for all activities is £8.148 million, £0.016 million lower than the £8.164 
million referenced elsewhere in the submission. The £2.047 million relates to the costs we did not allow, 
calculated by comparing the requested and allowed costs for the replacement and upgrade activity elements of 
the £8.148 million total. The cost challenge quoted by South West Water includes both our challenge and this 
variance. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
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allowance for the costs driven by the uplift in technology when a basic meter is replaced with 
a smart meter.36  

South West Water’s lead replacement proposal was to replace the customer’s external supply 
pipe up to their property building boundary wall. We challenged the company to consider a 
subset of internal lead supply pipe replacements beyond the customer’s building wall to the 
compliance point (kitchen tap), based on the recently published findings on Long-term 
Strategies to Reduce Lead Exposure from Drinking Water (dwi.gov.uk). 37 The company 
proposed a 37.5% subset extension of the trial programme and we made an additional 
allowance of £2.612 million. 

South West Water also included a proposal to replace/repair supply pipes that are leaking in 
the trial areas of North Devon and Plymouth. This was to assist vulnerable customers with 
these unexpected costs, and to actively manage their consumption and water bills. We 
considered the evidence was sufficient and made an allowance of £1.415 million for 2,076 
replacements/ repairs.  

We noted in our draft decisions that customers welcomed the pilot study proposals to 
improve environmental awareness and public health, with water quality a top priority. 

Representations on our draft decision 

South West Water made no cost representations or clarifications on the draft allowance.  

The company proposes an amendment to our scheme delivery definition relating to smart 
metering data availability to reflect the Internet of Things it is adopting. The company also 
requests that the condition excluding meters installed at the customer’s request (optants) 
from any green recovery allowance is removed. For both optants and new connections the 
company confirms that the 44,800 installations are regional and therefore requests that the 
condition only allowing a green recovery allowance for installations in the North Devon region 
is removed.  

Our final decision 

We requested further information from the company to understand the data collection 
capability of its proposed smart metering roll-out and how it can use this data to target 
reduction in leakage and demand at customers' properties. We recognise that the smart 
metering system will enable the company to target leakage and demand on the basis of daily 
information from the installations in North Devon and that the company considers there is 

 
36 Competition and Markets Authority, 'Anglian Water Services Limited, Bristol Water plc, Northumbrian Water 
Limited and Yorkshire Water Services Limited price determinations, final report', March 2021, pp. 534-536. 
37 DWI/WRC, ‘Long-term Strategies to Reduce Lead Exposure from Drinking Water’, Jan 2021, p. 12. 

https://cdn.dwi.gov.uk/wp-content/uploads/2021/02/08150815/DWI70-2-320.pdf
https://cdn.dwi.gov.uk/wp-content/uploads/2021/02/08150815/DWI70-2-320.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
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the potential for transmission of more granular information with future technology 
improvements.  

We therefore amend our scheme delivery conditions in Appendix 1 and add an additional 
reporting requirement relating to percentage of daily data transmissions received. We 
consider that reporting the data transmission rate and the factors that impact it will be an 
important output from the trial of this technology.  

We did not intend to exclude optants from any green recovery allowance for South West Water 
as it was clear these were in the scope of the company's submission. This condition was 
unintentionally applied to Appendix 1 of our draft decisions when developing consistency of 
text for all smart metering schemes. We therefore remove this condition from Appendix 1. 

South West Water has provided further detail of its proposals regarding the installation of 
smart meters for optants and new connections across its region. The company identifies that 
initially in the 2021-25 period circa 45% of these meters will be connected to a 
communications network. The company states the remainder will be incorporated when the 
numbers in a given area reach a 'critical mass'. South West Water considers that due to the 
relatively small cost increase, installing this technology now is a 'no-regrets' option.  

In our draft decisions, we made an allowance for installation of smart meters for optants and 
new connections because we assessed that South West Water's costs for new meter optant 
installation (including upgrades) to be efficient when compared to our PR19 benchmarking 
model. We therefore applied the upgrade cost in full for optants and new connections. While 
we recognise these installations will not bring additional benefits until they are transmitting 
data, we make an allowance on the basis of a relatively small marginal cost increase 
supporting delivery of future benefits across the region.  

We also amend the conditions in Appendix 1 to account for the split between regional and 
North Devon installations. We consider that to evaluate the trial it will be important for the 
company to separate benefits achieved in the focused North Devon activity area from the rest 
of the region. In Appendix 1 we amend the reporting requirements to distinguish between 
North Devon and the rest of the region.  

We additionally include a requirement to report in terms of numbers of meters able to 
transmit daily data and those not yet on a communications network. We also address 
discrepancies between reporting requirements for numbers and costs in our draft decisions 
to enable a better understanding of unit costs. While the total allowance of £6.101 million is 
unchanged from our draft decision, we make an adjustment to the unit cost for meter 
replacements to ensure that the total calculated allowance for both metering activities is 
equivalent to this figure. 

Delivery of the PR19 leakage performance commitment 
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As we state in sections 4.2 and 4.3, we have identified concerns regarding South West Water's  
delivery of its 2020-25 investment programme not being on track. We therefore consider it 
appropriate to apply a condition to part of the green recovery allowance to ensure that: 

• South West Water remains focused on delivering its 2020-25 investment plan; 
• Customers are protected against paying twice for delivery of outcomes already funded 

through the PR19 final determinations; and 
• Green recovery investment delivers additional benefits to customers and the 

environment beyond those delivered through the 2020-25 investment plan. 

Both smart metering and supply pipe repairs will help to reduce leakage. We therefore make 
our allowance for the smart metering and supply pipe repairs and replacement elements of 
the company's smarter healthier homes scheme conditional on South West Water meeting its 
2024-25 leakage performance commitment level set at the 2019 price review. We exclude 
lead pipe replacement element of the scheme from our condition, as the primary benefit of 
this activity is related to water quality. This results in £7.516 million of our allowance for the 
smarter, healthier homes scheme being conditional on delivery of the 2024-25 leakage 
performance commitment level. 

We consider the application of a boundary condition to be appropriate so that the benefits of 
the green recovery are not lost where there has been a 'near-miss' of the performance 
commitment level. We set this boundary condition as 98% of the company's 2024-25 leakage 
performance commitment level. We consider this level proportionate on the basis of 
reviewing variations in performance against performance commitment levels for the sector, 
on an annual and three-year average basis in the 2015-20 period. If the company does not 
meet the boundary condition we will make no green recovery allowance. If the company does 
not meet its 2024-25 performance commitment level, but does meet the boundary condition, 
then we will apply a 10% reduction to our allowance.  

We retain our draft decision with respect to the cost allowances for this scheme and our final 
decision is to allow £17.401 million. 

• £6.101 million for smart metering (44,800 upgraded new meter installations and 
76,072 basic meters replaced by or upgraded to smart meters); 

• £9.885 million for lead pipe replacements (5,100 properties to the building wall and 
1,913 properties from the building wall to the point of compliance); and  

• £1.415 million for replacing/repairing 2,076 supply pipes. 

Impact on 2020-25 performance commitments 

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1. As explained in Appendix 2 this scheme impacts on the leakage, per capita 
consumption and meter installation performance commitments set for the company for 
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2020-25. We set out in Appendix 3 how we expect the company to account for the benefits 
from the scheme. 

In our final decisions, we apply an outperformance deadband to South West Water’s leakage 
performance commitment. This change was proposed by the company in its green recovery 
submission in January to protect customers from funding leakage benefits twice. We agreed 
this change was appropriate, but mistakenly omitted the adjustment from our draft decisions 
document in May. We have since confirmed with the company that we intend to apply the 
proposed outperformance deadband and have agreed the levels at which this is set. We set 
out this change in Appendix 4, section A4.3.2. 

7.4.5 Storm overflows 

The company proposed a suite of schemes to address storm overflows and water quality 
issues for a selection of rivers in its region. This included bringing forward £10.550 million of 
anticipated 2025-30 deliverables for three groups of schemes:  

• overflow monitoring and investigations through extending event duration monitoring 
for up to 414 storm overflows and 100 storm overflow assessment framework (SOAF) 
investigations, at a cost of £4.780 million;  

• an inland river bathing water pilot on the rivers Dart and Tavy at a cost of £3.850 
million to support recreational economy and environmental improvements; and 

• a surface water separation pilot for £1.920 million to understand sustainable benefits 
from reducing the impact of storm overflows. 

Our draft decision 

Our draft decision was to make an allowance of £7.062 million (£1.292 million for the delivery 
of 100 SOAF investigations to stage 4, £3.850 million for inland rivers bathing water pilot and 
£1.920 million for surface water separation pilot). The need for investment to investigate the 
impacts of storm overflows and make minor interventions was justified and had clear 
customer support. The company provided sufficient quantification of the current issues and 
likely benefits of improving water quality further, including potentially to bathing water 
quality. 

We assessed that the company’s SOAF investigation costs were higher than our benchmark 
costs and applied an efficient unit cost to the 100 investigations. 

We proposed not to allow £2.780 million for the installation of 414 monitors at currently 
unmonitored overflows as this activity has already been committed to as part of the Storm 
Overflow Taskforce, meaning that the company does not need additional allowance. 

Representations on our draft decision 
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South West Water made a representation and a £0.580 million cost clarification on our SOAF 
investigations draft allowance presenting benchmark information to demonstrate that its 
costs are efficient and robust.  The company considers that funding for hydraulic modelling 
as part of the SOAF investigations is not included and has been allowed for separately for 
other companies.  

Our final decision 

Our final decision is to allow £7.642 million (£1.872 million for the delivery of 100 SOAF 
investigations, £3.850 million for inland rivers bathing water pilot and £1.920 million for 
surface water separation pilot). 

We have considered the additional justification and evidence provided by the company 
regarding the hydraulic modelling financial cost differences with other companies associated 
with the SOAF investigations and conclude that the presented costs are efficient. We include 
the additional £0.580 million in our final allowance. 

As set out in sections 4.2 and 4.3, we and the Environment Agency have identified concerns 
since our draft decisions regarding South West Water’s delivery of 2020-25 performance 
commitments. In particular, we consider that the company’s poor performance on pollution 
incidents necessitates conditions to be placed on the wastewater elements of its green 
recovery schemes. We consider there is potential for green recovery schemes to distract 
South West Water from recovering performance. This creates a risk that the storm overflows 
scheme does not provide benefits to customers and the environment beyond those delivered 
through the 2020-25 investment plan. 

We therefore make our allowance for the company’s storm overflows scheme conditional on 
South West Water meeting its 2024-25 pollution incidents performance commitment level set 
at the 2019 price review.  

We consider the application of a boundary condition to be appropriate so that the benefits of 
the green recovery are not lost where there has been a 'near-miss' of the performance 
commitment level. We set this boundary condition as the midpoint between the company's 
pollution incident performance commitment levels for 2023-24 and 2024-25. This represents 
approximately 98% of the total reduction required from the current 2019-20 performance 
level to meet the 2024-25 performance level. We consider this level is proportionate and 
consistent with our approach to making both Thames Water’s smart metering scheme and 
South West Water’s smarter, healthier homes scheme conditional on leakage performance.. 
If the company does not meet the boundary condition, we will make no green recovery 
allowance for this scheme. If the company does not meet its 2024-25 performance 
commitment level, but meets the boundary condition, then we will apply a 10% reduction to 
our allowance.  
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We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1.  

7.4.6 Water resource grid enablement 

The company proposed to bring forward £26.046 million of 2025-30 costs for two schemes to 
address water supply resilience and drinking water quality issues. These two schemes were: 

• a new intake pumping station on the River Tamar to Roadford reservoir to increase its 
yield during drought periods and potentially facilitate water transfers, at a cost of 
£12.818 million; and 

• to lay a new raw water main and treated water main between the Prewley and 
Northcombe water treatment works to address water quality and sufficiency concerns 
at a cost of £13.228 million.  
 

The latter scheme was signaled in the company’s long term water quality strategy to the DWI 
in 2018 for possible delivery in 2025-30. 

Our draft decision 

Our draft decision was to make an allowance of £22.072 million (£12.818 million for Roadford 
reservoir and £9.884 million for Prewley and Northcombe WTW mains). 

The Roadford reservoir scheme costs were allowed to address a small drought deficit forecast 
by 2030 noting that the scheme is a component of the West Country South Sources solution 
and any small funding overlap can be managed through the gated process reconciliation 
model at PR24. This will return funding to customers if the companies involved cannot agree 
a suitable alternative to investigate using the PR19 funding. 

At PR19 we allowed £3.344 million for manganese removal filters at Prewley WTW as part of 
the DWI notice for the works.38 The company confirmed that it does not intend to install the 
filters as the green recovery proposal is the preferred solution. We and the DWI supported 
this approach. Therefore, we disallowed £3.344 million of the £13.228 million solution costs 
for Prewley and Northcombe WTW element to prevent customers paying twice. The allowance 
is conditional on the DWI accepting the company’s formal submission to change the solution 
and existing Prewley WTW DWI notice.39 

Representations on our draft decision 

 
38 Ofwat, 'Wholesale Water Enhancement feeder model: Raw water deterioration', December 2019. 
39 DWI, ‘Notice under Regulation 28(4) - South West Water: AMP7 Prewley Water Treatment Works’, October 2019.  

https://www.ofwat.gov.uk/final-determinations-models/
http://dwi-content.s3.eu-west-2.amazonaws.com/wp-content/uploads/2020/11/24120356/SWT_2018_00001.pdf
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South West Water made no representations or clarifications on our draft decision. 

Our final decision 

Our final decision is to allow £22.072 million (£12.818 million for Roadford reservoir and £9.884 
million for Prewley and Northcombe WTW mains). 

The Roadford reservoir scheme costs are allowed noting that the scheme is a component of 
the West Country South Sources solution and any small funding overlap can be managed 
through the gated process reconciliation model at PR24. 

The Prewley and Northcombe WTW mains allowance is conditional on the DWI accepting the 
company’s formal submission to change the solution and existing Prewley WTW DWI notice. 

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1.  
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8. Thames Water  

We make an allowance of up to £71.917 million to allow Thames Water to bring forward its 
smart metering programme to deliver a maximum of 204,700 additional smart meters to 
benefit customers and the environment by reducing leakage and customer demand.  

8.1 Deliverability 

Our draft decisions 

In our draft decisions, we set out that we had concerns over the deliverability of Thames 
Water’s proposal. The company was unable to provide meaningful evidence of deliverability or 
that the 2020-25 investment programme is on track. To address these concerns, we made 
the company’s green recovery allowance conditional on the company delivering both its 
2020-25 leakage performance commitment and its PR19 metering programme. 

Our final decisions 

Thames Water has reduced the size of its green recovery programme from its initial 
proposals. From the evidence the company provides, the investment programme for the 
2020-25 period is not on track and we continue to have concerns over the company’s ability 
to deliver its green recovery proposals alongside commitments made as part of the PR19 final 
determination. We describe in the following sections and supporting appendices how we 
intend to address these concerns by making any green recovery allowance conditional on the 
company delivering both its 2020-25 leakage performance commitment and its PR19 
metering programme.40 

8.2 Financeability 

Thames Water stated that its proposed approach provided a means of ensuring that its green 
recovery proposals remained efficient, affordable for customers, deliverable and financeable. 
Thames Water proposed a range of cost recovery options. Its preferred option was to defer 
the recovery all of its proposed investment until after 2025, with the expenditure being added 
to the stated RCV during 2020-25 ahead of a reconciliation at PR24. Thames Water estimated 
that based on its initial proposals, without any adjustment to RCV, delivering its proposed 
green recovery programme would add approximately 1.6% to its gearing forecast by 31 March 
2025.  

 
40 In this context we use 'PR19 metering programme' to refer to the company's metering programme for the 2020-
25 period which was developed following our PR19 final determinations. This represents a revised programme from 
that included in the company's 2019 business plan. 
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Our draft decision 

We considered that Thames Water would continue to be able to finance the proper carrying 
out of its functions over 2020-25 on the basis of the notional structure based on the draft 
decisions for green recovery investment. 

Based on our proposed allowance of £145.5 million, we calculated that unrecovered 
investment represents 0.9% of RCV as at 31 March 2025. This would not have a material 
impact on the average key financial ratios for the notional company presented in the final 
determination.  

We proposed that green recovery investment being recovered in future periods would be  
included in the projected ‘shadow’ RCV reported in table 4C of the annual performance 
report. Companies can provide an alternative gearing calculation based on the shadow RCV 
within the commentary alongside the regulatory gearing measure reported in table 4H. 
Companies should note that the extent to which green investment is added to the RCV at 
PR24 is dependent on how much of particular schemes have been delivered.  

In its 2019 business plan, Thames Water forecast gearing levels to be above the threshold set 
out in the PR19 final determinations for the gearing outperformance sharing mechanism. The 
gearing outperformance sharing mechanism reconciliation is based on the regulatory 
gearing reported annually in the annual performance report. Where necessary, we proposed 
to adjust the reported gearing for companies with green recovery investment to remove the 
impact of that investment prior to applying the reconciliation at PR24. 

Representations on our draft decision 

In its response to our consultation, Thames Water does not comment directly on our draft 
decision to adopt its proposal to defer recovery of green recovery investment after 2025. 
However, Thames Water repeats its request that any green recovery allowances should be 
included in the annual stated RCV following confirmation of activity for each year. This is 
because its gearing covenants rely on this figure as an independent published value of RCV. 

Our final decision 

As set out in section 3.6.1, we retain our decision that all companies should report green 
recovery investment that is expected to be recovered at PR24 in its shadow RCV. This is 
consistent with our approach to the treatment of RCV reconciliations elsewhere in the 
determination. The actual RCV added at PR24 will be subject to a number of reconciliation 
mechanisms and is dependent on adjustments for delivery and tax. Severn Trent Water, 
which had also requested similar treatment to include expenditure in published RCV, has 
now accepted our draft decision. We will apply this approach across all water companies. 
Furthermore, our final allowance of £71.9 million is 0.5% of RCV as set out in the final 
determination. This is less than half of the proposed allowance in our draft decision. This 
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allowance is not material to the gearing of the notional company. Companies are responsible 
for managing their own capital structures but we note that the impact on Thames Water’s 
actual gearing is small and we consider it is reasonable for Thames Water to manage any 
issues arising.  

We retain our view that Thames Water will continue to be able to finance the proper carrying 
out if its functions over 2020-25 on the basis of the notional structure based on the final 
allowances for green recovery investment and deferral of cost recovery to post 2025.  

We retain our decision to make an adjustment to the reported gearing for companies with 
green recovery investment to remove the impact of that investment as part of applying the 
reconciliation at PR24. 

8.3 Managing affordability pressures 

Thames Water’s preferred option for cost recovery was to recover all costs of its green 
recovery scheme at PR24. This will avoid increasing customer bills in the current 2020-25 
period. 

Our draft decisions 

Since the potential bill impact of the scheme is small, we considered it appropriate to allow 
Thames Water to test the increase with its customers at PR24, when it can do so alongside its 
2025-30 plan.  

CCW set out concerns regarding the financial impacts on vulnerable and low income 
customer groups of installing smart meters. We agreed with CCW that Thames Water needed 
to demonstrate clearly it is supporting vulnerable and low income customer groups as it 
delivers its green recovery and PR19 metering programmes. We expected Thames Water to 
provide a proposal to us and CCW for reporting in this area. 

Representations on our draft decisions 

Thames Water sets out that it has engaged with CCW on concerns raised around efforts to 
protect vulnerable customers and those struggling to pay. The company proposes to expand 
its regular reporting to CCW to include metrics relating to its green recovery scheme, 
including complaint volumes, the proportion of total complaints that are from metering and a 
breakdown of metering complaints. 

Our final decisions 

We set out requirements for Thames Water to report to CCW on a quarterly basis in this area 
in Appendix 1.  



Green economic recovery: final decisions  

70 

8.4 Assessment of proposals 

8.4.1 Smart metering 

Thames Water has significantly revised the scope of its green recovery smart metering 
programme from its initial proposals.41 The company now proposes to invest £93.501 million 
to extend its 2020-25 smart metering programme, bringing forward installations from future 
investment periods. This would result in 204,700 additional smart meters being installed in 
2020-25, including new household meter installations in the Thames Valley region, 
replacement of existing basic non-household meters and installation of bulk meters. The 
company considers that this will deliver a minimum additional 18.7 Ml/d reduction in demand. 

Thames Water identifies that its proposals will increase drought resilience, create a range of 
job opportunities, reduce carbon emissions and reduce demand in areas where there is 
existing abstraction from chalk streams.42  

Due to the Thames Water’s revised green recovery proposals differing significantly from the 
initial proposals, instead of summarising our draft decision in a separate section, we consider 
the rationale for our final decision is more clearly presented by assessing the revised 
proposals in the following sections, replicating our initial approach.43 

Customer support 

Thames Water has not conducted any specific customer engagement regarding its green 
recovery proposal. The company considers the green recovery proposal represents 
acceleration of the delivery of its compulsory smart metering programme. Thames Water has 
previously consulted with customers on its long-term metering programme through the 
water resources management planning process and in its 2019 business plan. The company 
considers its previous research demonstrates smart metering is broadly accepted by its 
customers.  

Value for money for customers 

We have previously recognised the benefits smart meters can provide over basic meters in 
terms of enabling a company to better understand leakage from customers’ pipes and 
supporting targeted engagement with customers regarding water efficiency. Any reduction 
in demand can benefit customers through lower bills and protect and enhance the 

 
41 Thames Water's initial proposals were to invest £241.639 million to install 810,280 additional smart meters in 
2020-25 and deliver a minimum 47.3 Ml/d of additional reduction in demand. 
42 Through increase of smart meter installations in the Thames Valley region. 
43 Detail of our assessment of Thames Water's initial proposals are included in our draft decisions document and 
we retain references to the initial programme and draft decisions only where necessary. Ofwat, 'PR19 final 
determinations: Securing cost efficiency technical appendix', December 2019, pp. 55-64. 
 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
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environment by reducing volumes of water abstracted. We adopt the same assessment 
approach as we used at the 2019 price review and in making our green recovery draft 
decisions to evaluate Thames Water's revised green recovery proposal.44 We consider that 
schemes such as this will help to establish the efficient costs and realised benefits to inform 
development of future smart metering programmes. 

Thames Water's revised green recovery smart metering proposal can be split into distinct 
activities and these are summarised in the table below.  

Table 8.1: Summary of Thames Water revised green recovery proposal by activity 

Activity grouping Meter numbers to be 
installed 

Requested costs (£m) 

New household smart meter 
installations 200,000 69.470 

Replacement of basic non-household 
meters with smart 

3,000 0.900 

Bulk meters Small bulk meters 1,500 
1.561 

Large bulk meters 200 
Thames Valley fixed network - 12.770 
Support 
activities 

Smart meter operation 
center and smart 
portal 

- 3.500 

Customer Experience - 3.500 
Smart home visits - 1.800 

There are a number of key considerations that we identify in our assessment of Thames 
Water's smart metering proposal, which we discuss in the following sections: 

• The high unit rate of the company's meter installation costs in comparison with other 
companies, indicating the potential for the company to make efficiency savings in 
delivery of its metering programmes. 

• There are a number of activities for which Thames Water is not yet able to quantify the 
benefits that have been delivered to date, through its previous and PR19 metering 
progammes.45 

• There is potential for overlap between the green recovery and the PR19 metering 
programme,45 and therefore a risk of customers paying twice for delivery of outcomes. 

 
44 Ofwat, 'PR19 final determinations: Securing cost efficiency technical appendix', December 2019, pp. 83-85. 
45 In this context we use 'PR19 metering programme' to refer to the company's metering programme for the 2020-
25 period which was developed following our PR19 final determinations. This represents a revised programme from 
that included in the company's 2019 business plan. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
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• We consider that the level of challenge faced in delivering metering programmes in 
the Thames Valley water resources zones should be similar to that in other company 
regions.  

New household smart meter installations in the Thames Valley 

In our draft decisions, we made a proposed allowance of £241 per meter for new household 
smart meter installations in the Thames Valley region. We made this allowance based on the 
same approach as at the 2019 price review.46 In our 2019 price review final determinations, 
we provided Thames Water with an average new meter installation allowance of £314 per 
meter across its region, incorporating installation in both the Thames Valley and London 
regions.47 We used the PR19 benchmark model cost of £223 per meter as a basis and made 
additions based upon our review of company specific evidence. In making our draft decision, 
we reviewed the evidence provided by the company regarding the technology it is installing 
as part of its green recovery programme. We considered it would be appropriate to make an 
additional allowance for the cost element relating to Thames Water’s advanced metering 
infrastructure (AMI). This resulted in an increase of the average unit cost to £241 per meter. 

In its initial submission, Thames Water requested further uplifts to the Thames Valley new 
meter installation unit cost. It stated that it would incur additional costs in comparison with 
other companies, due to the compulsory nature of its metering programme and the 
installation mix required in Thames Valley (eg proportions of 'internal', 'screw-in', and 'dig-
down'). We did not find the evidence presented sufficient to enable us to make an adjustment 
to the unit rate for Thames Valley installations. Thames Water did not provide detail of the 
cost breakdown for its unit rates specifically for Thames Valley. The company also did not 
supply evidence that its costs were demonstrably efficient or justify why its costs in the 
region would be so much higher than for other companies. For example, for its green 
recovery proposals the company used its costs from its PR19 metering programme which is 
focused on London installations. We did not consider it feasible that the support costs 
proposed for the Thames Valley element of the green recovery programme should be higher 
than those of the London-focused PR19 programme. We therefore proposed to apply the unit 
rate of £241 per meter, described above, for the Thames Valley installations. 

The company's representations on our draft decisions focus on an uplift of £32.96 per meter 
which it considers to represent the additional costs incurred in undertaking a compulsory 
metering programme. The company has updated its calculations to use its latest view of the 
efficient costs for new meter installation in the Thames Valley. It also identifies the activities 
it considers are additional to those required in a non-compulsory meter installation 
programme, referencing evidence previously submitted. 

 
46 For readability, we refer to 'new household smart meter installations' as 'new meter installations' from this point 
onwards. 
47 Ofwat, 'Wholesale Water Enhancement feeder model: Metering', December 2019. 

https://www.ofwat.gov.uk/final-determinations-models/
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We consider that the compulsory nature of the programme has the potential to result in 
additional activities and recognise that the company has updated its calculations to use its 
latest view of efficient unit costs for meter installation. However, we retain our concerns 
regarding the efficiency of Thames Water meter installation costs when compared to other 
companies. Thames Water's costs are, for example, significantly higher than those presented 
by Severn Trent Water in its green recovery submission for comparable types of meter 
installations. We additionally consider that the overlap between some compulsory metering 
programme activities and the activities undertaken in a non-compulsory programme is 
greater than that presented by Thames Water. We therefore allow an uplift but apply a 10% 
efficiency challenge to represent these concerns. This results in an uplift of £29.67 per meter 
to the draft decision unit rate of £241 per meter. 

We therefore make an allowance of up to £54.272 million for new meter installations in the 
Thames Valley against the requested £69.470 million.48 This is based on an average new 
meter installation unit rate allowance of £271 per meter.49 

New household smart meter installations in London 

In our draft decision, we made a proposed allowance of £335 per meter for new household 
smart meter installations in the London region. We made this allowance based on the same 
approach as at the 2019 price review. As explained above in the Thames Valley section we 
made a technology uplift to the PR19 benchmark model resulting in a rate of £241 per meter. 
We then considered that the £93.74 uplift applied at PR19 for factors influencing the cost of 
installations in the London region remained valid. This resulted in an overall allowance in 
London of £335 per meter.  

In its representation on our draft decision, Thames Water requests a unit rate uplift of £154 
per meter to be applied to these installations. It argues that the only remaining individual 
properties installations in London are internal and therefore the appropriate unit rate uplift  
should be £154 per meter. The company states it would include 58,000 new household smart 
meter installations in London within its revised green recovery programme if we allowed this 
uplift which would result in a total unit rate of £395 per meter. 

In making our draft decision, we were concerned that the remaining internal installations 
were the result of decisions made in delivery of previously funded metering programmes 
where the company had focused, or plans to focus, on installations other than internal when 
rolling out area metering. We therefore did not consider customers should provide additional 
funding as there was the risk of customers paying twice for installations.  

We do not allow the requested uplift of £154 per meter in our final decision or any allowances 
for new household smart meter installations in London as part of the green recovery. The 

 
48 Requested amount is based on a unit rate of £347 per meter which the company has not justified.  
49 The costs detailed in this section exclude support costs that we add on a per meter basis following our 
assessment of their efficiency. Support costs are included in the unit costs in Appendix 1. 
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company does not provide any additional evidence in its representation that addresses the 
risk of customers paying twice for installations. We are additionally concerned that due to the 
overlap between the PR19 and green recovery metering programmes, allowing a significantly 
larger unit rate could result in an incentive to over-allocate costs to the green recovery 
schemes.50 

Replacement of basic meters with smart meters in non-household properties 

Thames Water is requesting £0.900 million to replace 3,000 non household basic meters with 
smart meters. To achieve this, the company is replacing existing basic meters with smart 
meters before they are planned for renewal.51 

In making our draft decision, we assessed the company's costs for meter replacement and 
upgrade through an engineering deep dive and, where possible, we benchmarked costs 
against those of other companies. Consistent with our approach at the 2019 price review and 
the Competition and Markets Authority's redeterminations we made an efficient allowance for 
only the costs driven by the uplift in technology when a basic meter is replaced with a smart 
meter.52 This avoids customers paying twice as meter replacements will be included in the 
company's future base allowance at PR24. We expect the company to be able to manage the 
impact of individual asset replacement strategies within their overall totex allowance.53 

The cost of smart meters could be considered to be offset by benefits it provides over a basic 
meter in terms of demand reduction, managing customer supply pipe leakage, customer 
engagement and reducing meter reading costs. However, to be consistent with our approach 
used at the 2019 price review, we have not adjusted our allowance for these benefits.54  

As part of its revised green recovery proposal, Thames Water considered customers should 
fund the replacement costs in full, but we remove £0.743 million of replacement costs 
following the same approach used in making our draft decision, described below. 

At the 2019 price review, we made an allowance for the replacement of basic meters with 
smart meters of £57 per meter. This was based on a replacement metering programme 
entirely focused within London. Thames Water has confirmed that it considers the uplift of 
£57 per meter remains an appropriate cost for the technology uplift and associated 
installation costs. In reviewing the uplift we applied at the 2019 price review, we identify £40 
per meter associated with technology costs which would apply to replacements across the 

 
50 The company states that the current PR19 programme includes installation of circa 60,000 internal meters 
51 Thames Water has stated it is accelerating the replacements from future investment periods 
52 Competition and markets authority, 'Anglian Water Services Limited, Bristol Water plc, Northumbrian Water 
Limited and Yorkshire Water Services Limited price determinations, final report', March 2021, pp. 534-536. 
53 In our PR19 final determination through our econometric models and supporting assessment approaches we 
made a wholesale water base allowance of £3,700 m to Thames Water against a request for £3,428 m. Ofwat, 'PR19 
final determinations: Securing cost efficiency technical appendix', December 2019, p. 167, Table A1.2. 
54 Ofwat, 'PR19 final determinations: Securing cost efficiency technical appendix', December 2019, p. 84, Table 
A1.2. 

https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Securing-cost-efficiency-technical-appendix.pdf
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company's region. The remaining £17 per meter is associated with factors specific to the 
installation of meters in London.  

This results in an uplift of £57 per meter being applied in London and £40 per meter being 
applied in Thames Valley. We apply the same rate to household and non-household 
installations in these regions as we do not consider any evidence has been provided to 
support application of a different rate. 

Thames Water provides no further evidence in support of its non-household metering 
replacement costs within its representations on our draft decisions. The company reduces 
the replacements to a total of 3,000 but does not specify an expected split of installations 
between the Thames Valley and London water resource zones. We therefore assume the 
same split as in the initial submission and retain the regional unit rates used in our draft 
decision when making our allowance. 

Through the regional unit rates we make an overall allowance of up to £0.157 million through 
the green recovery against the requested £0.900 million.55 As stated above, this is made in 
the context that funding for the replacement of the basic meters will be included within our 
base cost allowance given at future price reviews. 

The company has not been able to provide a forecast of the expected benefits delivered by 
replacing basic non-household meters with smart meters. Thames Water has shared with us 
its analysis of continuous flows identified through smart metering at non-household sites and 
the company is currently working with retailers to understand the proportion of this that 
represents leakage or wastage. We anticipate that Thames Water will be able to realise 
benefits from this investment, and that the reporting requirements specified in Appendix 1 
will ensure data is gathered to support future forecasts of potential for demand reduction at 
non-household sites. We therefore do not set a minimum demand reduction from this 
activity, but consider this will be established through green recovery and PR19 metering 
activity. 

Bulk meter installations 

Thames Water requests £1.561 million to install 1,500 new small bulk meters and 200 new 
large bulk meters. This cost includes the initial site investigation costs in addition to the 
installation costs.  

The company identifies that these bulk meters will fill in existing 'gaps' in understanding 
water demand within its district meter areas where properties are not able to be individually 
metered. Examples of such properties include blocks of flats and houses converted into 
separate apartments. Thames Water considers these installations will deliver benefits 
resulting from improved understanding of the water balance within its district metered 

 
55 The costs detailed in this section exclude support costs that we add on a per meter basis following our 
assessment of their efficiency. 
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areas. The main benefit will be an additional reduction in leakage beyond the company's 
PR19 performance commitment level. At present, the company has not been able to quantify 
the benefits of bulk meter installations within its region from its current installations. We 
note that the company's estimate of benefits from bulk installations appears to vary 
significantly between its revised PR19 programme and its green recovery proposals.  

In its initial submission, Thames Water identified that the costs of these installations are 
variable and it has limited available historical cost information to base its forecasts upon. In 
its representation and query responses, the company states an average unit rate for large 
bulk meter installations (all installations requiring digs) and small bulk meter installations 
(mixture of installations both dig and screw-in). The company provides detail of the 
derivation of the combined small bulk meter unit rate based on its forecast installation mix. 
The representation provides us with further explanation of the small bulk and large bulk cost 
elements that make up the overall request for bulk meter installations which we compare to 
the company's PR19 programme submission.  

The variable nature of these installations and the limited historical information poses a 
challenge in terms of both demonstrating and benchmarking efficient costs. We recognise 
that, while large bulk costs have decreased since the company's 2019 business plan 
submission, the costs for small bulks has increased. The company has stated that the reason 
for the increase in cost for small bulks since the PR19 submission is the inclusion of more 
recent costs and the revised view it has of installation types based on its experience of 
delivering these installations. Thames Water adds that the costs at PR19 were its best 
available forecasts prior to the delivery of these installations in year 5 of the 2015-20 
investment period. We are also concerned that the company's costs appear high for activities 
we are able to compare with others such as new household smart meter installation, for 
example for installations requiring dig activity. Considering these points, revising our 
assessment based on the further evidence provided and taking into account the significant 
reduction in scope the company has proposed for these installation types, we apply a cost 
efficiency challenge of 10%. This results in an increase in unit rate allowance from our draft 
decisions.56 We consider there is value in undertaking these installations to provide improved 
cost and benefit information for forecasting future investment requirements. 

We therefore make an allowance of up to £1.405 million for bulk meter installations against 
the requested £1.561 million.  

Thames Valley fixed network 

Thames Water requests £12.770 million to further develop its fixed network of 
telecommunication masts in the Thames Valley water resource zones to support the roll out 

 
56 The challenge of 10% is approximately half that applied to new smart meter installations, reflecting the more 
limited comparisons available and the potential for variation in costs between installations. 
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of its green recovery meter installations. This request is unchanged from the company's 
initial green recovery proposals. 

In our PR19 final determinations, we made an allowance of £10.409 million within the 2020-
25 metering programme proposed by the company for the development of a fixed network in 
the in the Thames Valley region.  

The company has provided no further evidence to demonstrate the efficiency of the proposed 
fixed network cost, in its initial submission or in its representations to our draft decisions but 
has identified the potential to reduce costs through adoption of alternative technologies and 
other measures.  

We therefore consider it is appropriate to retain an efficiency challenge on the company's 
proposals in this area, based on the lower end of the forecast cost range, the efficiency 
challenge applied at the price review and the potential efficiency savings identified by the 
company. 

In our draft decisions, we proposed to make any allowance conditional on the delivery of the 
masts allowed for under the 2019 final determinations.57 In Thames Water's representation on 
our draft decisions, the company considers that this condition limits the potential for 
efficiencies through adoption of alternative technologies. The company proposes an 
alternative condition based on the percentage of household communication coverage 
delivered in the distinct areas associated with both its PR19 and green recovery programmes. 

We accept the company's concern that the condition could restrict the technology choices to 
deliver a solution and potentially limit opportunity for innovation and efficiency. The purpose 
of the condition we applied in our draft decision was two-fold: both to ensure delivery of the 
related communication network element of the PR19 programme; and that tangible 
additional benefits were delivered beyond the PR19 programme. We are satisfied that the 
company's proposed amendment meets these requirements and now include conditions 
based upon the percentage of household communication coverage delivered (further detail is 
provided in Appendix 1). As the technology to be used is as yet unspecified we will require 
Thames Water to provide third party assurance to demonstrate to our satisfaction that any 
submitted costs are efficient prior to making an allowance for this element of the scheme. 

We make an allowance of up to £11.000 million for the further development of the Thames 
Valley fixed network, against the requested £12.770 million.  

Supporting activities 

Thames Water requests £8.800 million for support activities associated with its green 
recovery smart metering proposals. In its representation on our draft decisions, the company 
reduces the costs of some of its supporting activities to reflect the reduction in meter 

 
57 Ofwat, 'Green economic recovery: Draft decisions', May 2021, ,Appendix 1, p. 94. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Green-economic-recovery-draft-decisions.pdf
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numbers. The company does not provide any further information regarding the efficiency of 
the costs it presents. We therefore assess the revised request following the same approach 
as used in our draft decisions. 

The company reduces its 'customer experience recharge' supporting cost request to £3.500 
million from £4.540 million. As in our draft decisions, we still consider that our assessment of 
the efficient unit rate for metering has accounted for the customer engagement challenges 
of delivering a compulsory programme. We therefore continue to make no additional 
allowance for this activity. 

Thames Water's requested costs for smart home visit activities are reduced from £3.360 
million to £1.800 million. As in our draft decisions, we continue to consider that the cost 
benefit delivered by the smart home visit activities in the proposal is an improvement over 
that presented in PR19, and allow this element in full. 

The company has reduced its request for smart portal development from £2.710 million to 
£2.000 million while the cost request relating to the smart metering operation centre is 
virtually unchanged from its initial request at £1.500 million.58 Thames Water states that its 
smart metering operation costs are relatively fixed as they are related to the size of the 
communications network roll out which is unchanged. For costs relating to the smart 
metering operations centre and smart portal we apply an identical challenge to the PR19 
programme because no further information has been provided regarding the efficiency of 
costs. This approach is unchanged from our draft decisions and results in a total allowance of 
£3.282 million for these activities. 

We make an allowance of £5.082 million for the supporting activities, against the requested 
£8.800 million. 

Our final decision  

We make a conditional total allowance of up to £71.917 million.  

In our draft decisions we identified concerns regarding Thames Water's delivery of its 2020-
25 investment programme not being on track and the potential for overlap between the green 
recovery and PR19 metering programmes. These concerns remain and we therefore consider 
it necessary to retain the conditions for the green recovery allowance proposed in our draft 
decisions to ensure: 

• Thames Water remains focused on delivering its 2020-25 investment plan; 
• Customers are protected against paying twice for delivery of outcomes already funded 

through the PR19 final determinations; and 

 
58 The smart metering operations centre request was £1.540 million in Thames Water’s initial submission. 
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• Green recovery investment delivers additional benefits to customers and the 
environment beyond those delivered through the 2020-25 investment plan. 

In our draft decisions, we therefore proposed to set a number of conditions that the company 
must satisfy prior to us making any green recovery allowances. The company's 
representations to our draft decisions proposed amendments to some of these conditions.59 

Delivery of the PR19 leakage performance commitment: The company supports a condition 
relating to its leakage performance commitment, but proposes this should not be a binary 
‘yes/no’ funding decision. The company considers such a condition not to be reasonable or 
proportionate and the condition should instead include a tapered impact on any allowance. 
The company proposes that any green recovery allowance would be reduced by 5% for every 
whole 1 Ml/d of leakage it outturns above its 2024-25 performance commitment level set at 
the 2019 price review.  

We expect Thames Water to deliver its performance commitment level for leakage and 
comply with its section 19 undertakings it entered into in August 2018 following our 
investigation into its leakage performance, and we will act accordingly in cases of non-
delivery or non-compliance. With regard to the green recovery allowance, we consider the 
application of a boundary condition to be appropriate so that the benefits of the green 
recovery are not lost where there has been a 'near-miss' of the performance level target.  

We set this boundary condition as 98% of the company's 2024-25 leakage performance 
commitment level. We consider this level proportionate on the basis of reviewing variations in 
performance against performance commitment levels for the sector, on an annual and three-
year average basis in the 2015-20 period. If the company delivers below 98% we will make no 
green recovery allowance. If the company does not meet its 2024-25 performance 
commitment level but does meet  boundary condition, then we will apply a 10% reduction to 
our allowance.  

Delivery of the number of meter installations proposed in the PR19 programme: The 
company proposes that the condition requiring delivery of the number of meters in the PR19 
programme should be removed for the meter installation types not covered by an existing 
PR19 performance commitment. For the revised green recovery proposals this would include 
new household smart meter installations in the Thames Valley, bulk meter installations and 
replacement of basic non-household meters with smart meters. The company argues that 
such a condition focusing on outputs is not consistent with an outcomes based approach and 
that it requires flexibility in delivery to address issues such as unmeterable properties.  

We do not accept the company's proposal and retain this condition in our final 
determinations, because it is important that the green recovery investment demonstrably 
delivers over and above the PR19 programme for customers and the environment. In addition 

 
59 Revision of the condition relating to the fixed network installation is discussed above in the Thames Valley fixed 
network section. 
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the volume of unmetered properties, bulk installation sites and non-household replacements 
available to Thames Water in its region means that the company has a broad range of 
installation sites to select from, mitigating the impact of unmeterable properties. 

Delivering beyond the number of meter installations proposed in the revised programme: 
The company proposes that we remove the condition limiting the green recovery allowance 
up to a maximum number of installations and continue to fund greater volumes that the 
company might be able to install if it achieves efficiencies in costs and logistics. We do not 
remove this condition, as the delivery of both the existing PR19 and revised green recovery 
metering programmes to represent a suitably stretching challenge for the company. We are 
additionally concerned that removal of the condition would lead to greater uncertainty 
regarding bill impacts, and risk distracting the company from delivering its other PR19 
programmes by focusing on a reduced number of meter installation types where efficiencies 
could be achieved. We also consider that a significant allowance was made for meter 
installations at PR19 and that any efficiencies will enable the company to deliver more for 
customers and the environment through this allowance. The company is incentivised to do 
this through the outperformance payments available from its PR19 performance 
commitments.  

We summarise the key principles for the conditions applied in our final decisions below with 
further detail provided in Appendix 1: 

• Thames Water must deliver its 2024-25 leakage performance commitment level to 
receive its green recovery allowance in full. We set a minimum performance boundary 
of 98% of the 2024-25 performance commitment level below which the company will 
receive no green recovery allowance. For performance between the boundary and the 
2024-25 performance commitment level we will apply a 10% reduction to any green 
recovery allowance; 

• The company must achieve the performance levels specified in its two PR19 
performance commitments relating to new smart meter installations and the 
replacement of existing basic meters with smart meters in its London water resource 
zone;  

• Thames Water must provide compelling evidence it has delivered the 98 Ml/d of 
demand savings specified to be delivered through metering and water efficiency 
figures in its 2019 business plan; 

• For metering activities not covered by the PR19 metering delivery performance 
commitments, such as bulk meter installation, the company must deliver the number 
of installations proposed in its revised PR19 metering programme; 

• To receive an allowance for delivery of the 'fixed network' element of the programme 
the company must demonstrate communications coverage of 96% of household 
properties has been achieved in both the PR19 and green recovery metering 
programme areas; 
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• For each green recovery metering activity, e.g. installation of new smart meters, the 
company must demonstrate delivery of a demand benefit additional to that delivered 
through the 2020-25 investment plan;60 

• Allowances for each green recovery metering activity will be made on a unit cost basis 
considering the volumes of activity evidenced as delivered; and Thames Water must 
produce detailed annual reports of the activity levels, outturn costs and benefits 
delivered by both its green recovery and PR19 metering investment programmes.  

Impact on 2020-25 performance commitments 

We set out our requirements for monitoring delivery of the scheme and reporting progress in 
Appendix 1. As explained in Appendix 2 this scheme impacts on the leakage, per capita 
consumption and meter installation performance commitments set for the company for 
2020-25. We set out in Appendix 3 how we expect the company to account for the benefits 
from the scheme. 

 
60 As discussed above we do not set a minimum benefit to be delivered for non-household meter replacement 
activities but expect a benefit to be delivered and clearly evidence by the company 
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9. United Utilities 

We decide to provide United Utilities with a total allowance of £64.402 million. This funding 
encompasses: 

• Accelerating partnerships to deliver natural solutions - £14.943 million to protect 
habitats, enhance raw water quality, improve drainage and reduce phosphorus; 

• AMP8 WINEP investments at Bury - £44.060 million to provide additional wastewater 
storage to improve water quality in the Manchester Ship Canal; and 

• Tackling storm overflows - £5.399 million to help tackle storm overflows and improve 
river water quality.  

9.1 Deliverability 

Our draft decisions 

Our draft decision was that United Utilities provided sufficient evidence of its ability to deliver 
its green recovery schemes. The company showed that only a 2.5% uplift was required to its 
PR19 final determination wholesale cost allowance and that the proposed expenditure was 
lower than that delivered in 2015-20. It also provided Board assurance that the proposed 
schemes could be delivered alongside its PR19 commitments. 

Our final decisions 

We received no representations on the deliverability of United Utilities’ schemes. We have 
also not received any new information which raises concerns over deliverability. We therefore 
continue to consider that United Utilities has demonstrated its ability to deliver its green 
recovery schemes.  

9.2 Financeability 

United Utilities stated that, in relation to the notional company, it considered that if Ofwat 
was to undertake an assessment of financeability on the additional expenditure using the 
same approach as at the 2019 price review, it would likely conclude that United Utilities 
remained financeable on the basis of the average ratios over 2020-25. In relation to the 
actual company structure, United Utilities’ Board concluded that its proposals would be 
consistent with maintaining acceptable credit ratings, with considerable headroom 
compared to the requirements of the company's licence. 

United Utilities proposed to defer the recovery all of the additional totex expenditure plus the 
cost of financing until after 2025. 
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Our draft decision 

In our draft decisions, we considered that United Utilities would continue to be able to 
finance the proper carrying out of its functions over 2020-25 on the basis of the notional 
structure based on the proposed allowances for green recovery investment. Unrecovered 
expenditure represents 0.6% of RCV as at 31 March 2025. We considered that the impact on 
the average key financial ratios for the notional company presented in the final determination 
for United Utilities was not material. 

Representations on our draft decision 

In its response to our consultation, United Utilities does not propose any changes to its 
proposed recovery of green recovery investment post 2025. 

Our final decision 

We retain our view that United Utilities will continue to be able to finance the proper carrying 
out of its functions over 2020-25 on the basis of the notional structure based on the final 
allowances for green recovery investment and deferral of cost recovery to post 2025. 
Unrecovered expenditure represents 0.6% of RCV as at 31 March 2025. We set out in section 
3.6.1 that all companies should report green recovery investment that is expected to be 
recovered at PR24 in its shadow RCV. 

9.3 Managing affordability pressures 

United Utilities proposed to recover all costs of its green recovery schemes at PR24. This 
avoids increasing customer bills in the current 2020-25 period. CCW welcomes the steps 
taken by the company to mitigate short-term affordability concerns. 

Our draft decision 

In our draft decisions we considered that United Utilities demonstrated a sufficient level of 
customer acceptability for its green recovery proposals. The company’s research tested a bill 
increase with its customers that was significantly higher than the estimated bill impact of 
the proposals. It received support from 67% of its customers for the higher figure. We 
considered that this figure would have been higher had the company tested a lower bill 
increase.  

Our final decision 

We did not receive any representations on our approach to affordability for United Utilities 
and maintain our assessment that the company has demonstrated a sufficient level of 
customer acceptability for its proposals. 
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9.4 Assessment of proposals 

9.4.1 Accelerating partnerships to deliver natural solutions 

United Utilities requested £15.401 million to invest in innovative schemes and partnerships to 
deliver environmental improvements and resilience at a catchment scale. It proposed work to 
protect habitats, combat invasive non-native plant species that affect their sites, enhance 
raw water quality, improve drainage and reduce phosphorus. The work is focused on a small 
number of catchments. 

United Utilities undertook customer research for the green recovery proposals which showed 
high levels of support for delivering natural solutions such as those the company proposes. 

Draft decision 

Our draft decision was not to allow funding for invasive non-native species removal and to 
apply a 10% challenge to the costs we allowed for the remaining elements of the company’s 
proposals. Our proposed allowance was £13.411 million.  

We considered invasive non-native species management to be part of a company’s base 
activities, and that the requirement to manage it has not changed. 

We applied a 10% scope challenge to the rest of United Utilities’ proposals because we were 
concerned that there was the potential for United Utilities to go beyond what is its 
responsibility as a water company with some of its proposals. We were concerned about a 
lack of evidence as to why the particular catchments for the partnership approaches were 
selected. We noted that the benefits to customers in terms of drinking water treatment cost 
savings from peatland restoration and catchment water quality improvements are uncertain. 

Representations on our draft decision 

United Utilities requests that we fund the invasive non-native species removal, and remove 
the 10% cost challenge on the remaining aspects of its partnership proposals. It explains that 
the specific catchments were selected based on need, delivering greatest customer benefit, 
and where it has partners who are aligned with its objectives. The company sets out that the 
approach it proposes for invasive non-native species is the most effective long-term solution, 
due to managing it on its own land becoming harder to maintain. 

United Utilities provides additional evidence as to why the peatland restoration, reducing 
diffuse pollution, catchment phosphorus removal and sustainable drainage approaches are 
beneficial to customers and aligned to its statutory commitments, such as on water quality 
and biodiversity. It also sets out that the catchments were selected as those with greatest 
need and where greatest customer benefit will be delivered. In response to our draft decision 
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to apply a 10% cost challenge, United Utilities proposes increasing the cost benefit ratio for 
triggering a sustainable drainage solution from 1:1 to 1:1.1 which provides additional 
customer protection. 

The company also provides greater clarity over the costs of the individual elements of its  
partnership approaches proposals in a consistent price base. We adjust our allowances from 
those we assumed in the draft decision document to take the clarifications into account. 

We received consultation responses from four of United Utilities’ catchment partners:  

• Ribble Rivers Trust;  
• The Wildlife Trust for Lancashire, Manchester & North Merseyside; 
• Ground work Greater Manchester; and 
• Mersey Rivers Trust. 

These partners welcome the draft decision and support for United Utilities’ partnership 
proposals and emphasise the need for strategic catchment wide approaches, particularly for 
dealing with invasive non-native species. They suggest that we are concerned over cross-
subsidies between water customers and other parties and that when we have previously 
funded United Utilities’ work on catchment land it does not own. They encourage us to 
challenge government and other regulators to ensure other sources of phosphorus are being 
addressed. One partner also asks for clarity on the conditions surrounding customer funding 
being dependent upon a proportion of partnership funding.  

In its consultation response, CCW considers our draft decision not to allow customer funding 
to tackle non-native species to be ‘short-sighted’. 

Our final decision 

Invasive non-native species (INNS) (£0.458 million requested). The management of invasive 
non-native species is base activity since there is no change in requirement on the company 
to manage such species. While the company agrees that its current approach of managing 
INNS on its own land is covered by its base allowance, it suggests that it needs additional 
customer funding to undertake partnership work to address INNS on neighbouring land to 
avoid the spread to its own land. United Utilities suggests that this partnership approach 
offers the most effective long-term solution.  

United Utilities is free to adopt the whole catchment approach now, as a cost-effective way of 
reducing base costs in the future. The PR19 base allowance already covers such activities and 
customers should not have to pay extra for this. It is important that companies undertake a 
long-term view when undertaking base activities. The control of INNS is similar to capital 
maintenance which can be “lumpy”. Companies have a long-term allowance which provides 
for the peaks and troughs of activity. This was an approach that the CMA agreed with for 
capital maintenance in its 2021 water redeterminations. It stated, “We recognise that the 
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base cost models may not cover all capital maintenance costs. For example, capital 
maintenance costs can be ‘lumpy’, and companies could face peaks and troughs, which may 
not be reflected in the correlation with the cost drivers. However, while some companies may 
be in peaks and troughs in individual AMPs, there should be no systematic underfunding in 
the long run”.61 We consider this is also the case for base opex costs. 

Our final decision is not to allow additional funding through the green recovery for invasive 
non-native species removal as we consider the company is sufficiently funded through base 
costs in a multi-AMP perspective. 

Peatland restoration and catchment raw water quality management (£2.253 million and 
£0.723 million requested, respectively). United Utilities explains that 3 million of its 
customers will benefit from the improvements to raw water quality brought about through its 
peatland restoration and catchment raw water quality management proposals. The company 
states that its proposals will benefit customers by deferring around £68 million totex 
investment and reduce operating expenditure. We are content to fund the schemes in full as 
part of the green recovery. As part of this we expect the company to collect and publish 
additional data on the costs and benefits of such schemes. Given this additional information, 
for future proposals at price reviews we would expect to see more detail on the costs and 
benefits of proposals. 

Our final decision is to allow £2.253 million for the peatland restoration proposals, and to 
allow £0.723 million for catchment raw water quality management proposals. 

Catchment phosphorus reduction (£1.091 million requested for River Eden and £1.819 million 
requested for River Irwell). United Utilities expresses concern that our draft decision made 
the cost allowance for the Eden phosphorus interventions conditional on Natural England 
agreeing the target which it claims could delay investment that nevertheless meets a clear 
environmental need. The company provides details of the potential savings on future 
investment at sites in the Eden catchment, and data to demonstrate that in the Irwell 
catchment the urban runoff accounts for around 8.4% of the phosphorus load. This is 
significant and its reduction will save customers funding additional removal at United 
Utilities’ sites.  

On this basis, we consider the company provides sufficient evidence of customer benefit for 
us to allow the full costs requested by the company as part of the green recovery. As part of 
this we expect the company to collect and publish additional data on the costs and benefits 
of such measures. For future proposals at price reviews, we would expect to see more detail 
on the calculated customer cost saving. We have amended the requirement so that United 
Utilities is required to work with the Environment Agency and Natural England to understand 

 
61 CMA, ‘Anglian Water Services Limited, Bristol Water plc, Northumbrian Water Limited and Yorkshire  
Water Services Limited price determinations. Final report’, March 2021, p. 182, paragraph 4.282. 

https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
https://assets.publishing.service.gov.uk/media/60702370e90e076f5589bb8f/Final_Report_---_web_version_-_CMA.pdf
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the required reduction in phosphorus for the River Eden rather than agree the required 
reduction. 

Our final decision is to allow £1.091 million for catchment phosphorus management in the 
Eden catchment and to allow £1.819 million for catchment phosphorus management in the 
Irwell catchment. 

Sustainable drainage solutions (SuDS) (£9.057 million requested). United Utilities requests 
that we do not restrict the schemes it can deliver by the conditions we attach to the cost 
allowance, and requests that we allow those that are cost beneficial when the conventional 
solution was non-cost beneficial. 

For its SuDS schemes, United Utilities is providing additional customer protection and its 
proposals are for managing drainage which is the company’s responsibility. We therefore 
accept United Utilities’ proposal to increase the cost benefit ratio from 1:1 to 1:1.1 before 
triggering any SuDS schemes and as a result allow up to the maximum requested by the 
company through the green recovery process. 

Our final decision is to allow a maximum of £9.057 million for the company’s SuDS proposals. 

Our final decision is therefore to allow a total of £14.943 million for United Utilities’ 
accelerating partnership working proposals. 

We set out our requirements for monitoring delivery and reporting progress of this 
programme in Appendix 1. We have amended our conditions on the Eden phosphorous 
removal where we require the company to provide evidence of working with the Environment 
Agency and Natural England to understand the required reduction. 

Impact on 2020-25 performance commitments 

These allowances impact United Utilities’ performance commitments for enhancing natural 
capital value for customers, hydraulic internal flood risk resilience, and hydraulic 
external flood risk resilience. As set out in Appendix 2, given the uncertainty over outputs 
to be delivered we do not make adjustments to these performance commitments now. 

We set out in Appendix 3 how we expect the company to account for the benefits from this 
scheme. 

9.4.2 AMP8 WINEP investments at Bury 

United Utilities proposed to invest £44.060 million to bring forward two 2025-30 WINEP 
schemes into 2020-25, to improve water quality in the Manchester Ship Canal. These 
two schemes have a statutory Water Framework Directive driver and were omitted in 
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error from the 2020-25 WINEP because the disproportionate cost test was incorrectly applied. 
Investment is required to provide additional wastewater storage at both Bury sewage 
treatment works in storm tanks, and in the network at Nuttall Hall Road CSO. 

The customer research United Utilities undertook for the green recovery shows high levels of 
support for the proposed investment. CCW and the Environment Agency also support the early 
environmental improvements that will result from the schemes. 

Our draft decision 

We accepted there is a clear need to invest in the two environmental improvement schemes 
near Bury, which are otherwise required to be completed in 2025-30. Our draft decision was 
to allow the full requested costs of £44.060 million for the AMP8 investments at Bury. 
Although the scheme costs were higher than comparable schemes the company proposed in 
its 2020-25 business plan, we considered all of its proposed costs for WINEP storage schemes 
together, adding in the Bury schemes to those of its business plan, and concluded that had 
the schemes been requested at the time of the 2020-25 business plan we would have allowed 
the requested costs in full. Even when adding in the two green recovery schemes, United 
Utilities’ overall WINEP storage scheme costs were more efficient than our benchmark 
models. 

Given United Utilities expects to complete the schemes in 2025-26, we proposed to use the 
measures of scheme delivery to assess how much we add to the RCV for the Bury schemes 
through the midnight adjustment at PR24. We stated we will reflect any costs required in the 
next period within the RCV profile for 2025-30. 

Representations on our draft decision 

United Utilities was pleased that our draft decision was in line with its proposed costs for  
Bury storm tanks and Nuttall Hall Road CSO. The company reiterated that it will define project 
milestones as part of the project tender process, and will provide costs associated with the 
individual project stages as a mechanism for cost recovery for partial project completion at 
the 2024 final determinations. 

Our final decision 

Our final decision is to allow the full costs of £44.060 million that United Utilities requested 
for its two AMP8 investments in storage at Bury wastewater treatment works and Nuttall Hall 
Road CSO. We retain the approach we took in making our draft decision for the reasons set 
out above. 

We accept the company’s proposal to define project milestones and associated costs at the 
time of awarding the contract, which is likely to be in summer 2022. We will reflect interim 
milestones achieved at the time of the 2024 final determinations. Completion sign-off by the 
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Environment Agency will trigger the remaining additions to the RCV in the year of completion, 
if that is after the 2024 final determinations.  We discuss measuring scheme delivery in this 
way in Appendix 1 below. 

9.4.3 Emissions regulations and the journey to zero carbon 

United Utilities proposed to invest £67.164 million to bring its bioresources treatment sites up 
to the best available technology standards required by the Industrial Emissions Directive 
(IED). Although the directive was transposed into UK regulations in 2013, the implementation 
for the water industry was deferred by the Environment Agency from 2014 to July 2019 
pending clarification of the possible exemption by way of the Urban Wastewater Treatment 
Directive. The timing means that plans to invest to meet IED were not included in 2020-25 
business plans or final determinations. 

United Utilities’ customers support the company’s ambition to achieve net zero operational 
carbon by 2030. CCW considers the main driver of customer support for the schemes to meet 
IED requirements is the benefit of carbon reduction, however this is not achieved by the 
company’s proposals. 

Our draft decision 

Our draft decision was not to make any green recovery allowance for United Utilities’ IED 
investment proposals. This is because the Environment Agency requires companies to meet 
the conditions of permits by the end of 2024. Therefore the IED investment proposals are not 
requirements brought forward from 2025-30, and they do not meet any other green recovery 
criteria, such as being innovative solutions. As a result, the proposals do not satisfy the 
criteria to receive an allowance under the green recovery. 

Representations on our draft decision 

United Utilities considers it premature for us to assume compliance dates will not extend 
beyond 1 April 2025, with the expectation that some permits will not be issued until July 2022 
at the earliest. This would mean that investment to meet permit requirements would have to 
be delivered in two and a half years to hit the end of 2024 deadline, which it states is an 
unreasonable expectation. The company refers to a letter from the Environment Agency 
dated January 2021 stating that “four years is sufficient time to achieve BAT [best available 
technology]” and considers that the four years starts when permits are issued. It argues that 
water companies should be given a four year period to comply from when the permits are 
issued, which aligns with the four year allowance made for waste operators to comply. 

United Utilities reiterated that it considered IED and any further bioresources obligations, 
such as those arising from the Environment Agency’s sludge strategy would be best dealt 
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with by including them in the next water industry strategic environmental requirements 
(WISER) issued prior to the next price review in 2024. 

The Environment Agency notes that in its response United Utilities confirmed that it is 
capable of achieving “timely compliance” with the IED. The Environment Agency takes this to 
mean the end of 2024 at the latest.  

The Environment Agency also notes that United Utilities suggests that progress towards 
complying with BAT standards is dependent upon confirmation from the Environment Agency 
and can only happen after permit issue. The Environment Agency states that is not the case. 
All water companies were informed in July 2019 of the need to achieve BAT and obtain 
permits. The Environment Agency states that companies have had two years to assess their 
sites against BAT, draw up improvement plans and begin implementing them. It therefore 
considers that plans to deliver ‘capital enhancement improvements’ should be well 
advanced. If this is not the case, the Environment Agency considers it is essential that 
operators refocus their efforts on regulatory compliance.  

The Environment Agency highlights that the August 2022 deadline allows water companies a 
total of 37 months to achieve compliance. The Environment Agency expects the majority of 
sites to achieve this. The Environment Agency confirms that it will provide site-specific 
extensions beyond August 2022, where this is proven to be necessary and the operator shows 
it has made every effort to comply. However, these extensions will be the exception and will 
not extend beyond the end of 2024. The Environment Agency states that in such cases the 
operator will have had five and a half years to comply with BAT. This represents more than 
double the 30 months originally allowed by the implementing legislation. The Environment 
Agency considers that these arrangements are more than sufficient.  

Our final decision 

The Environment Agency has set out its expected timescales for investment and compliance 
for IED. These timescales require compliance and expenditure to be completed by the end of 
2024. IED related expenditure therefore does not meet the requirements of the green 
recovery in that this expenditure is not brought forward from 2025-30. It also does not meet 
any other green recovery criteria, such as being innovative solutions. Therefore we do not 
consider it appropriate to make a cost allowance through the green recovery process. 
Although we are not questioning the deadlines as set out, if any IED requirements did extend 
into the 2025-30 period, we would be open to considering an allowance under transition 
funding allowance for investment in 2024-25 as part of the 2024 price review. This process is 
available for all companies that did not appeal their PR19 final determinations to the 
Competition and Markets Authority. 

Our final decision is not to allow green recovery funding for United Utilities IED investment 
proposals. 
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9.4.4 Tackling storm overflows 

United Utilities requested £7.876 million of green recovery funding to install up to 175 event 
duration monitors at its storm overflows that do not already have them, undertake 587 AMP8 
storm overflow assessment framework (SOAF) stage one leading to 300 stages two and three 
investigations, and build three integrated catchment models (ICMs).  

United Utilities’ customers strongly supported the storm overflow proposals and the 
Environment Agency strongly supported the company’s plan to understand the impact of 
storm overflows and develop solutions earlier than otherwise planned. 

Our draft decision 

Our draft decision was to allow the full requested funding for SOAF investigations and ICMs of 
£5.399 million but not to allow the funding for EDM installation. We did not allow funding 
through the green recovery process for EDM installation because we considered there was an 
overlap with the requested funding for event duration monitors at storm overflows and 
activities that the company had already agreed to deliver. The water sector committed to 
accelerate work to install monitors to provide full coverage by 2023 as part of the Storm 
Overflow Taskforce. We welcomed United Utilities’ proposals to carry out SOAF investigations 
and carry out catchment modelling, and its proposed costs appeared efficient. 

Representations on our draft decision 

United Utilities was pleased that our allowances for SOAFs and ICMs were in line with its 
proposals. However, it states that when committing to provide 100% coverage of EDMs it 
always intended to secure funding for them through the green recovery process. It considers 
the installation of EDMs to be a valid use of customer funding and to be within its 
responsibilities as a water undertaker. 

Our final decision 

Our final decision is to allow the full requested funding for SOAF investigations and ICMs of 
£5.399 million but not to allow the funding for EDM installation. We do not consider we should 
accept the company’s argument regarding its commitment to install EDMs, as such a 
commitment was made on a voluntary and unconditional basis by all companies. We are 
treating all companies alike in this matter. Through the cost sharing mechanisms set in the 
2019 final determinations, companies are allowed to share any additional costs with 
customers which may arise due to installing these EDMs. We are pleased that companies are 
committed to doing what customers want and monitoring all storm overflows, allowing them 
to better understand the impact of their activities on the environment. 

We discuss measuring scheme delivery in Appendix 1 below. 



Green economic recovery: final decisions  

92 

A1 Measuring delivery and reporting requirements 

A1.1 General requirements on companies 

Companies’ annual reporting on green recovery should provide a concise update narrative for 
each proposal, a report on scheme delivery and include any additionally specified reporting 
requirements. A green recovery WINEP tracker will be used for tracking and reporting 
environmental benefits of schemes and it is expected that this will be used for permitting and 
inform the annual reporting. Further details on this will be provided to companies. 

The annual report on green recovery should be published alongside the annual performance 
report as a stand-alone supporting appendix. This will ensure other stakeholders can benefit 
from lessons learnt.62 Companies should comment on the following areas in a final scheme 
report to be provided as part of the annual report on green recovery for the year in which the 
scheme is completed. For most schemes, this will be in 2024-25, and we require companies 
to provide initial views covering these areas as part of the 2022-23 and 2023-24 annual 
reports on green recovery. Where appropriate for the effective sharing of lessons learnt, 
companies may wish to provide focused case studies on elements of the schemes. 

• Measurement and quantification of green recovery benefits, including; 
o job creation numbers including specific impacts on individual groups; and 
o environmental enhancements realised; 

• working effectively with partners; 
• customer and stakeholder engagement; 
• cost and benefit outturns including delivery of efficiencies; 
• data sharing and benefits of open data; 
• use of novel technology/innovative techniques; 
• impacts on the supply chain; and 
• deliverability. 

In the sections below, we specify the metrics we propose to use to measure delivery of each 
individual scheme to make a funding allowance, any conditions associated with making the 
allowance and additional reporting requirements. All companies should also have clearly 
defined milestones for each scheme and report delivery progress against these in their 
annual reports on green recovery.  

At initial submission of PR24 company business plans, companies should provide an update 
on actual and forecast scheme delivery. Forecast and actual scheme delivery should be 
provided for input into the reconciliation models, in terms of the measured components 
identified in the scheme delivery table below for each individual scheme. This should also 
include a profile of forecast annual activity levels, benefits delivered and costs up until the 

 
62 If companies consider it may be necessary to redact any information, they should discuss with us first. 
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forecast scheme completion date. Where these measurements are not a percentage, 
companies should also report a percentage completion for each component derived from this 
measurement and provide details of how this has been calculated. We expect companies to 
provide updates on actual and forecast progress as appropriate throughout the PR24 
assessment process to ensure an accurate position is available for the final determinations. 
Companies should report a final percentage completion figure for the separate components 
of schemes as part of their final scheme report. For schemes that have not yet been 
completed, a forecast final completion percentage should be provided in both the 2023-24 
and 2024-25 annual reports. These percentage figures should be assured and will be used as 
inputs to the reconciliation models used to calculate the RCV adjustment at PR24. 

Companies will also need to report any tax benefit due to green recovery expenditure as part 
of their final scheme report, or in both the 2023-24 and 2024-25 reports where schemes will 
not be complete before the PR24 final determination.  

In our consultation on regulatory reporting for the 2021-22 reporting year, we provided detail 
of how companies should account for green recovery related information within the existing 
annual performance reporting framework.63 We identified three areas of overlap: cost 
reporting, non-cost item reporting and performance commitment reporting. We will update 
and issue the reporting requirements in due course following review of the consultation 
responses. We propose to include a table to capture the inputs to the green recovery 
reconciliation models within the updated regulatory reporting requirements for 2021-22. 

A1.2 Severn Trent Water 

A1.2.1 Accelerating environmental improvements 

Table A1.1: Accelerating environmental improvements – Water Framework Directive 
(WFD) improvement points 

Scheme delivery 

Description The number of Water Framework Directive (WFD) classification improvements attributable to 
interventions delivered by the company’s green recovery interventions to improve river water 
quality. The measurement of classification improvements varies depending on the 
parameter. The approach taken is similar to the one adopted for Severn Trent Water’s PR19 
performance commitment, PR19SVE_C02: Improvements in WFD criteria. 

Measurement Number of WFD improvement points 64  

 
63 Ofwat, ‘Consultation on regulatory reporting for the 2021-22 reporting year’, May 2021, pp. 8-10. 
64 This measurement should also be used to calculate a percentage scheme completion figure when reporting 
delivery progress and future forecasts at business plan submission and in annual performance reporting for 2023-
24 and 2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Consultation-on-regulatory-reporting-2021-22.pdf
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Assurance As the delivery of the improvement points will not be known until after the end of 2020-25, 
the Environment Agency will give an early view (as part of the 2023 and 2024 annual report) 
as to whether the improvement points are on track for delivery. The Environment Agency will 
base its view on progress with delivery of improvement investments by the company as set 
out in the accelerating environmental improvements (2025-30 WINEP) green recovery 
submission, across the 7 catchments and 36 sites listed. We expect a process and criteria to 
be agreed that defines the basis of the early view. As a minimum, this is expected to include 
the sign off of a discharge permit with a compliance date and appropriate limit change. 
The evidence of delivery will be supported by independent assessment and assurance. 

Conditions of 
allowance 

It is expected that the investment in wastewater treatment phosphorus removal will deliver 
up to an additional 48 WFD improvement points, with 7 improvement points formally signed 
off and the remaining 41 being assessed as on track by the Environment Agency through the 
sign off of a discharge permit with a compliance date and appropriate limit change. The 
company funding will be based on a rate of £3.24738 million per WFD point delivered and 
progress for delivery where schemes and sign off cannot be achieved by 2024-25.  
The catchments and sewage treatment works as listed below for clarity. Any substitutions 
from this list will need to be agreed with the Environment Agency: 

• Soar 
o Wanlip 
o Loughborough 
o Kegworth 
o Hoton 

• Avon 
o Bidford on Avon 
o Longbridge 
o Stratford on Avon 
o Winchcombe 
o Sedgeberrow 
o Evesham 
o Pershore 

• Derwent and Amber 
o Swanwick 
o Clay Cross 
o South Normanton 
o Westwood Brook 
o Heage 
o Matlock 
o Duffield 
o Ripley 

• Maun and Idle 
o Sutton in Ashfield 
o Mansfield 
o Retford 
o Mattesley Thorpe 
o Hodsock 

• Severn 
o Droitwich 
o Coaley 
o Alveley 

• Mease  
o Snarestone 

• Trent 
o Armitage STW 
o East Markham STW 
o Willoughton 
o Blyton 
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o North Wheatley 
o Dalbury Lees 
o Hungarton 
o Scotter 

Table A1.2: Accelerating environmental improvements – Storm overflow assessment 
framework (SOAF) investigations 

Scheme delivery 

Description Delivery of SOAF investigations identified as part of WINEP programme. This will allow a 
defined unit rate per completed SOAF depending on the stage and level of complexity. This 
includes up to 220 stage one, 120 stage two, and 92 stage three/four assessments. An 
allowance is also made for up to 30 complex SOAF investigations. SOAF investigation stages 
are defined by the Environment Agency in a guidance note. 

Measurement Number of brought forward AMP8 completed SOAF investigations, and to which stage 
completed, reported to zero decimal places.65 

Assurance As completion of SOAF investigations requires involvement with the Environment Agency it is 
expected that the Environment Agency will provide sign off for these investigations. The 
evidence of delivery will be supported by independent assessment and assurance. 

Conditions of 
allowance 

• The unit rate for recovery for a completed stage one SOAF investigation is £3,188 up 
to a maximum of 220 investigations. 

• The unit rate for recovery for a completed standard stage two SOAF investigation is 
£2,978 up to maximum of 120 investigations. 

• The unit rate for recovery for a completed standard stage three and four SOAF 
investigation is £8590 up to maximum of 92 investigations. 

• The unit rate for recovery for a completed full complex SOAF investigation is £91,590 
up to maximum of 30 investigations.  

The maximum cost recovery is £4.598 million.  
For the purposes of calculating the cost recovery levels 1-3 (from Appendix G in the 
Environment Agency guidance note) are defined as ‘standard’ and level 4 is defined as 
‘complex’.  

 

Table A1.3: Accelerating environmental improvements – Additional storm overflow 
interventions 

Scheme delivery 

Description Delivery of additional interventions to reduce the impacts of storm overflows. A unit rate for 
the intervention and activity is defined in the conditions of the allowance and will apply to 
each intervention up to the maximum number expected to be delivered through green 
recovery.  

Measurement Number of successful interventions. 

Assurance Successful delivery of the interventions are to be independently assessed and assured. It is 
expected that the Environment Agency will sign off these interventions. 

 
65 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above.  

http://www.water.org.uk/wp-content/uploads/2018/12/SOAF.pdf
http://www.water.org.uk/wp-content/uploads/2018/12/SOAF.pdf
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Conditions of 
allowance 

The interventions covered by this scheme delivery test, and their cost recovery unit rates, 
are as follows: 

• £0.050 million for the delivery of each overflow spill reduction intervention (e.g. 
weirs) up to a maximum of 100 interventions. 

• £0.020 million for the delivery of each pair of river water quality monitors up to a 
maximum of 25. 

• £1.250 million for the delivery of each storm water treatment trial up to a maximum 
of 2. As this investment is primarily for testing and learning a case study of these 
trials should be included in the evidence for the delivery of these giving details of 
the processes trialed, the outcomes and learning (this should be made publicly 
available and can be combined to other green recovery reporting where 
appropriate).  

• £0.400 million for the delivery of a storm overflow reporting app. 

Table A1.4: Accelerating environmental improvements – Additional reporting 
requirements 

Additional reporting requirements 

Metric Unit Further comments 

Wastewater 
treatment works 
upgrade costs 

Cost (£m) per 
upgrade 

Outturn costs for phosphorus treatment upgrades for each treatment works. 

Wastewater 
treatment works 
upgrade WFD 
points 

WFD points  Delivered WFD improvement points associated with each treatment works 
upgrade. 

Wastewater 
treatment works 
upgrade 
phosphorus 
reduction 

Phosphorus 
reduction 
delivered (P 
mg/l) 

Phosphorus reduction delivered for each water treatment works upgrade. 

Storm overflow 
assessment 
framework costs 

Cost per 
stage of SOAF 
(£) 

Outturn costs for each standard stage (reported separately for stages one to 
four) and complex SOAF process. To include a summary of the resultant 
conclusions of the SOAFs such as if and what any subsequent interventions 
were.  

Storm overflow 
assessment 
completed 

Number Report the number of investigations completed at each stage and level of 
complexity as used to calculate the cost recovery. 

Spill 
intervention 
costs 

Cost per 
intervention 
(£) 

Outturn costs for each spill reduction intervention type (e.g. weir raising). 

Spill 
intervention 
benefit 

Reduction in 
average 
annual spill 
days (d) / 
intervention 

Forecast reduction in number of spill days per intervention type, normalised by 
the number of interventions installed. 

Spill 
intervention 
delivered  

Type (text)  Report the number of each type of intervention delivered (e.g. overflow spill 
reduction; pair of river quality monitors; storm water treatment trials and 
apps).  
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A1.2.2 Building sustainable flood resilient communities 

Table A1.5: Building sustainable flood resilient communities – Scheme delivery 
requirements 

Scheme delivery 

Description Delivery of blue-green infrastructure in the Mansfield sewerage catchment (defined as the 
Mansfield sewerage catchment or Mansfield District Council boundary) to effectively manage 
surface water. The blue-green infrastructure interventions will be measured in terms of 
network storage equivalent. This is the volume of surface water that the blue-green assets 
will manage during a modelled 1-in-10 year storm event (in 2050) that would otherwise 
require management within the sewerage network (e.g. through the provision of network 
storage). 

Measurement Cubic metres of wastewater network storage equivalent, reported to zero decimal places.66 
The company's green recovery submission sets out a series of assumptions on the surface 
water management performance of different interventions (e.g. the m³ benefit for each m² 
of intervention delivered). These assumptions should be retained, but any changes in these 
assumptions throughout the delivery of programme should explained in the annual green 
recovery progress report. 

Assurance Delivered storage volumes and calculations (including any differences to the green recovery 
submission assumptions) as well as third party funding contributions and scheme adoption 
are to be independently assessed and assured. For appropriate asset interventions the 
company should provide evidence of Environment Agency involvement to assure effective 
delivery. The company should provide evidence that the Risk Management Authorities 
(including Lead Local Flood Authorities, and the Environment Agency and others where 
relevant) are aware of the locations of flood risk benefits derived from proposed works. 

Conditions of 
allowance 

The company is expected to deliver a total maximum storage equivalent of up to 58,000m³ as 
part of this scheme. We expect the company to engage with third parties that benefit from 
the scheme to seek additional sources of funding. The maximum customer costs to be 
recovered (before cost sharing) will be on a matched funding basis with secured non-
customer funding at a ratio of 89:11. The customer funded component will be calculated 
using the 89:11 ratio and reported non-customer funding in Table A1.6 capped at the 
difference between the total programme cost and secured non-customer funding. The 
customer funded costs will also be limited to a maximum unit cost of £1304.74 per m³ of 
storage based on the total volume of storage provided. Cost sharing will then be applied to 
this customer cost recovery value, where this differs from the maximum allowed unit cost. 
Cost recovery for the storage provided through permeable paving interventions (unit rate 
applied to delivered storage) will be contingent on having a formal commitment from the 
council or relevant body to adopt these assets and therefore take responsibility for the future 
maintenance. 
Although the outturn mix of interventions may be different to the scenario that the company 
presents due to availability of suitable sites to install the infrastructure, we still expect the 
approximate proportions of each intervention to be similar to the proposal. As a minimum we 
expect the company to deliver interventions in each of the following categories with no more 
than 70% in any one as measured in m³ of surface water equivalent delivered: 

1. Bioswales and detention basins (natural solutions) 
2. Street planters, raingardens, tree pits, rainwater downpipe planters (urban 

streetscape) 
3. Permeable paving 

 
66 This measurement should also be used to calculate a percentage scheme completion figure when reporting 
delivery progress and future forecasts at business plan submission and in annual performance reporting for 2023-
24 and 2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
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Table A1.6: Building sustainable flood resilient communities – Additional reporting 
requirements 

Additional reporting requirements 

Metric Unit Further comments 

Grassed/planted 
detention basin 
volume delivered 

Storage volume 
(m³) 

Cubic metres of wastewater network storage equivalent delivered through 
grassed/planted detention basins. 

Planted bioswale 
volume delivered 

Storage volume 
(m³) 

Cubic metres of wastewater network storage equivalent delivered through 
planted bioswales. 

Rainwater planter 
volume delivered 

Storage volume 
(m³, 1 decimal 
place) 

Cubic metres of wastewater network storage equivalent delivered through 
rainwater planters. 

Permeable paving 
volume delivered 

Storage volume 
(m³, 1 decimal 
place) 

Cubic metres of wastewater network storage equivalent delivered through 
permeable paving. 

Verge raingarden 
volume delivered 

Storage volume 
(m³, 1 decimal 
place) 

Cubic metres of wastewater network storage equivalent delivered through 
verge raingardens. 

Street planter 
volume delivered 

Storage volume 
(m³, 1 decimal 
place) 

Cubic metres of wastewater network storage equivalent delivered through 
street planters. 

Bioretention tree 
pits volume 
delivered 

Storage volume 
(m³, 1 decimal 
place) 

Cubic metres of wastewater network storage equivalent delivered through 
bioretention tree pits. 

Grassed/planted 
detention basin 
cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver grassed/planted detention basin storage 
volumes. This should include all costs (including those from third parties) 
to deliver the storage volume reported.  

Planted bioswale 
cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver planted bioswale storage volumes. This 
should include all costs (including those from third parties) to deliver the 
storage volume reported. 

Rainwater planter 
cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver rainwater planter storage volumes. This 
should include all costs (including those from third parties) to deliver the 
storage volume reported. 

Permeable paving 
cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver permeable paving storage volumes. This 
should include all costs (including those from third parties) to deliver the 
storage volume reported. 

Verge raingarden 
cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver verge raingarden storage volumes. This 
should include all costs (including those from third parties) to deliver the 
storage volume reported. 

Street planter cost Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver street planter storage volumes. This should 
include all costs (including those from third parties) to deliver the storage 
volume reported. 

Bioretention tree 
pits cost 

Total cost (£m, 3 
decimal places) 

Outturn total costs to deliver bioretention tree pit storage volumes. This 
should include all costs (including those from third parties) to deliver the 
storage volume reported. 

Area of permeable 
paving delivered 

Area (m², 1 
decimal place) 

Area of permeable paving delivered. 
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Additional reporting requirements 

Metric Unit Further comments 

Non-customer 
secured costs 

Cost (£m, 3 
decimal places) 

Secured non-customer funding which contributed towards the costs of 
delivering the total storage reported as part of this proposal. This should 
be presented grouped into categories of third party types (for example 
local authority). 

A1.2.3 Creating bathing rivers 

Table A1.7: Creating bathing rivers – Scheme delivery requirements 

Scheme delivery 

Description Delivery of the focused trials on Rivers Teme and Leam and all storm overflow and storm tank 
interventions on the Rivers Teme, Leam and Avon. Specific interventions are expected to be 
delivered as described in green recovery business case and supporting documentation.  

Measurement Successful delivery of named interventions with associated funding allowed.67 

Assurance All delivery of interventions should be supported with independent assessment and 
assurance. The storm overflows interventions should also include Environment Agency sign-
off with evidence of Environment Agency involvement in developing the wastewater 
upgrades also required. In addition, early involvement from the Environment Agency in the 
catchment engagement to ensure appropriate linkages with other ongoing work and 
oversight of monitoring proposals.  

Conditions of 
allowance 

The company can recover the costs identified for the following interventions. The high-level 
intervention type grouping costs will be used for cost sharing. The cost breakdown and 
number of storm overflows is presented to support progress reporting if interventions are not 
fully completed by 2024-25: 

• Network storm overflows - £31.327 million:  
o Leamington storm overflows (£17.184 million, 6 overflows) 
o Coventry storm overflows (£6.993 million, 2 overflows) 
o Stratford-upon-Avon storm overflows (£4.471 million, 5 overflows) 
o Warwick storm overflows (£0.869 million, 2 overflows) 
o River Teme storm overflows (£1.810 million, 5 overflows) 

• Storm tank interventions - £38.211 million: 
o Wellesbourne wastewater treatment storm tanks (£1.138 million) 
o Coventry wastewater treatment works storm tanks (£31.813 million) 
o Rugby wastewater treatment works storm tanks (£5.260 million) 

• Treatment works upgrade - £6.948 million: 
o Ludlow wastewater treatment works disinfection upgrade (£4.352 million) 
o Itchen Bank wastewater treatment works disinfection upgrade (£1.290 

million) 
o Frankton wastewater treatment works disinfection upgrade (£1.306 million) 

 
67 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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• River water quality monitoring and public app together with farmer engagement - 
£2.000 million. 

The company should submit evidence proving that the storm overflows and storm tanks 
receiving additional funding in this proposal are meeting the current permit compliance (or 
interventions at these locations are on track to meet compliance).  
An expected output from the investment also includes a publicly available report on current 
(baseline) water quality, ongoing water quality results to track changes during the trial, 
results from river usage survey during the trial, and progress in application for bathing water 
status with evidence of working with stakeholders to secure this. This should also include 
any key lessons learned from interventions and their contributions to improved water 
quality.  

Table A1.8: Creating bathing rivers – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Storm overflow 
intervention 
costs 

Cost, £m to 3 
decimal 
places 

Cost of each storm overflow intervention, presented by intervention type with 
description.  

Storm tank 
intervention 
costs 

Cost, £m to 3 
decimal 
places 

Cost of each storm tank intervention, presented by intervention type with 
description. 

Wastewater 
treatment 
upgrade costs 

Cost, £m to 3 
decimal 
places 

Cost of each storm tank intervention, presented by intervention type with 
description  

A1.2.4 Decarbonising water resources 

Table A1.9: Decarbonising water resources – Non-household water efficiency audits 

Scheme delivery 

Description Delivery of non-household efficiency audits, as described in the company’s decarbonising 
water resources business case. Audit activities will involve as a minimum a site 
investigation and must include at least one of the following: 

• installation of monitoring equipment; 
• undertaking leak detection; or 
• providing technical support to produce an agreed action plan. 

Measurement Number of successfully completed non-household water efficiency audits68 

Assurance Successful delivery of the scheme is to be independently assessed and assured. 

Conditions of 
allowance 

The company can recover funding based on a unit rate of £1,598 per completed audit 
(maximum of one audit claimed per business site) up to a maximum of 3000 audits. 

 
68 This measurement should also be used to calculate a percentage scheme completion figure when reporting 
delivery progress and future forecasts at business plan submission and in annual performance reporting for 2023-
24 and 2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
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Table A1.10: Decarbonising water resources – Church Wilne and Melbourne 
upgrades 

Scheme delivery 

Description Delivery of 65 Ml/d increase in supply capacity, split between Church Wilne and Melbourne 
as described in the company’s decarbonising water resources business case. The measure 
is project progress as a percentage with a value of 100% indicating that the project is fully 
delivered. The company will present intermediate scheme milestones (such as completion 
of detailed design, civil and M&E construction, commissioning and handover) attached to 
target delivery date and project value to further segment the current value proportions. 
The calculation of percentage progress is similar to “earned value” in project management, 
where completion of milestones is recognised as completing a proportion of the baseline 
project value which is set at £135.046 million.  

Measurement Percentage complete to 1 decimal place reported separately for both the Church Wilne and 
Melbourne components of the scheme 

Assurance Successful delivery of the scheme is to be independently assessed and assured. This 
includes a voluntary undertaking with the DWI to confirm appropriateness of solution 
(relative to raw water challenge) and after completion for demonstration of benefit.  
In the event of a necessary or materially beneficial variation in the split of the flow or 
proportion of the overall cost between the Church Wilne and Melbourne treatment works 
upgrades the company will inform Ofwat and provide evidence to support any required 
changes to the milestone recovery percentages. 

Conditions of 
allowance 

At Church Wilne water treatment works, the delivery of 35 Ml/d additional abstraction, 
treatment and distribution – 64% of project value comprising of: 

• 2% for new raw water treatment and transfer (riverbank filtration, 35Ml/d pumped 
transfer and constructed wetlands). 

• 52.5% for water treatment works expansion (35Ml/d side stream – likely process 
ceramic membranes, disinfection and active media filtration). 

• 9.5% for new pumping and treated water distribution connection (35Ml/d). 
At Melbourne water treatment works, the delivery of 30Ml/d additional raw water transfer, 
treatment and distribution – 36% of project value comprising of: 

• 11% for new raw water pumped transfer. 
• 25% for water treatment works expansion (30Ml/d clarification, rapid gravity 

filtration and granulated activated carbon). 
The company is expected to provide milestones for anticipated delivery of the above 
activities (in parallel with the 2021-22 Annual Performance Report submission). This 
includes a further breakdown of delivered value for intermediate milestones.  

A1.2.5 Smart metering 

Table A1.11: Smart metering – Scheme delivery requirements 

Scheme delivery 

Description Number of new smart meter installations completed by 31 March 2025,  
Number of existing basic meters replaced with smart meters by 31 March 2025. 

Measurement Smart meters are defined for the purpose of this scheme as new meter installations that use 
advanced metering infrastructure (AMI) technology that enables them to be read remotely 
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through an integrated system of smart meters, communications networks, and data 
management systems. This system will comply with the company’s obligations under 
competition law and have the capability to:  

• Record consumption data and comply with the appropriate regulations governing 
cold water meters. 

• Allow ready access to this data by customers (directly or via contractors/agents) and 
the company at near real time, with data updated daily at a minimum, and made 
available at a minimum granularity of 1 hour intervals, or such greater frequency 
and/or granularity as reasonably requested by the customer or its 
contractors/agents. 

• Enable the capability for automated leak alarms to be communicated to the 
customer and company. 

• Transfer consumption data to the company remotely without requiring access to the 
meter or property. 

• Communicate with the internet. 
We define existing meters as meters that were installed in the Severn Trent Water network 
prior to 1 April 2021 without smart meter capability. 
A smart meter can only be counted once in the five-year period for a property. For 
example, if a smart meter fails within the five years and is replaced, it cannot be recounted 
towards this scheme. The measurement of meters in this scheme excludes the installation 
of new smart meters for new connections. 
Smart meters installed at the request of a customer (optant meters) are not included in the 
measurement for delivery of this scheme. We consider this scheme to be a selective 
metering programme. 
Meter installations and replacements: measured in thousands (000s) to three decimal 
places.69 

Assurance Third party assurance of the numbers reported 

Conditions of 
allowance 

• We will fund each meter installation based on a unit cost allowance (including a 
proportion of support costs) up to a maximum number of installations completed by 31 
March 2025. If the company delivers less than the maximum number of meters we will 
calculate any cost sharing based on a proportioned 'target cost'. We summarise these 
rates in table A1.12. 

• We will only allow costs for activities undertaken within Coventry and the areas of 
Warwickshire identified in the proposal. 

• We expect Severn Trent Water to work with other companies which are installing and 
trialing smart meters under green recovery, as well as the wider sector, to understand 
the opportunity for ensuring standardisation in terms of interfacing with the data 
collected. This would enable a standard approach to reading the data, enabling data to 
be readily accessible for development by third parties. This would support data sharing 
and innovative uses of the data. Company to provide evidence of the outcome of this 
engagement. 

 

 

 

 
69 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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Table A1.12: Smart metering – Unit rates and maximum installations to be funded 
for Severn Trent Water's green recovery programme 

Metering activity Unit rate for allowance (£ 
per meter) 

Maximum number of 
installations to be funded 

 

New household smart meter installations 233.27 66,319 
Existing basic meters replaced with smart meters70  51.09 91,010 

Table A1.13: Smart metering – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Number of new meter 
installations 

Number, 000s Reported by installation type: 
• Screw-in; 
• Internal; and 
• Boundary box. 

Report to three decimal places. 

New meter installations 
– outturn costs 

£, million Reported by installation type: 
• Screw-in; 
• Internal; and 
• Boundary box. 

Report to three decimal places. 

Number of existing basic 
meter installations 
replaced with AMI 
capable smart meters  

Number, 000s Report to three decimal places. 

Existing basic meter 
installations replaced 
with AMI capable smart 
meters – outturn costs71 

£, million Report to three decimal places. 

Leakage savings from 
meters installed in this 
programme72 

Ml/d Report by: 
• New installations; and 
• Replacements. 

Report to three decimal places. 
The method for calculating the leakage saving should be set out  
within the annual report and any year on year changes to the 
method to improve the accuracy should be explained. 

 
70 Includes the DMAs within Coventry and Warwickshire. 
71 Outturn costs would relate to the enhancement element of the replacement installations made through the 
allowance. The total activity cost in terms of base and enhancement should also be reported for comparison. Costs 
should be split between meter installation costs and support costs. 
72 In our final decisions, to aid clarity of reporting and to reduce the potential need for queries to following future 
submissions, we make adjustments to the reporting requirements for the benefits of metering. We increase the 
number of decimal places reported to, rename the 'demand' benefit to a more appropriate title and request that 
companies set out in their annual reports how benefits are calculated. Understanding the calculation of benefits 
is important in making comparisons between company data as different approaches may be adopted. 
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Usage savings from 
meter installations – 
includes both direct 
usage savings and 
reduction in customer 
internal losses/wastage73 

Ml/d  Report by: 
• New installations; and 
• Replacements. 

Sub divide benefits into: 
• Reductions in direct usage; and  
• Reduction in customer internal losses/wastage. 

Report to three decimal places. 
The method for calculating the usage saving should be set out  
within the annual report and any year on year changes to the 

method to improve the accuracy should be explained. 

Percentage of household 
properties within your 
smart metering trial area 
covered by the company 
communication network 
74 

% Report to one decimal place. 
Report as year-end figure. 
Company to clearly identify how percentage has been derived 
(including any assumptions and exclusions) and to provide 
commentary on factors impacting coverage. 

Percentage of smart 
meter installations in the 
smart meter trial area 
providing a successful 
daily transmission of 
data75 

% Report to one decimal place. 
Report as average daily figures for the year. 
Company to clearly identify how percentage has been derived 
(including any assumptions and exclusions) and to provide 
commentary on factors impacting the success of data 
transmission from meter installations. 

A1.2.6 Taking care of supply pipes 

Table A1.14: Taking care of supply pipes – Scheme delivery requirements 

Scheme delivery 

Description Delivery of 26,000 proactive lead supply pipe replacement and 
repair/replacement of leaking supply pipes in Coventry and Bomere Heath 
trial areas. With best endeavours to implement the cessation of 
phosphoric acid dosing for plumbosolvency control in the Bomere Heath 
trial area only. 

Measurement • Number of lead supply pipes replaced to the compliance point 
(kitchen tap) in trial areas by 31 March 2025 

• Number of leaking supply pipes replaced (not lead) by 31 March 2025 
• Number of leaking supply pipes repaired (not lead) by 31 March 2025 
• Number of joint supply lead pipes replaced to the compliance point 

(kitchen tap) in trial areas by 31 March 2025 
• Number of joint supply pipes (not lead) replaced/repaired in the trial 

areas by 31 March 2025  

 
73 See footnote above. 
74 Requirements added to final decisions as following discussions with companies communications coverage and 
actual data retrieval success were identified as important factors in understanding the benefits of the technology 
adopted and planning future roll out of smart metering to other areas. 
75 See footnote above. 
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We define one pipe per household, irrespective of the proportion of the 
total length (communication pipe, service pipe and internal plumbing 
connection) that needs to be replaced.76 

Assurance Successful delivery of the scheme numbers and wider benefits is to be 
independently assessed and assured. 
Independent to the company's own progress tracking, we will also seek 
updates and assurances from the DWI that the Bomere Heath trial to stop 
phosphate dosing is on track to be implemented before 2025-30 period. 

Conditions of allowance • We make an allowance of £2,870.23 per supply pipe replaced/repaired 
(for lead and non-lead) up to the compliance point (kitchen tap) and 
we will fund up to a maximum of 26,000 supply pipes. This unit rate 
allowance includes associated costs to deliver wider benefits of 
innovation trials, customer engagement, environment benefits, 
training and skills development, data capture and sharing systems. 

• We will only allow costs for activities in the Coventry and Bomere 
Heath supply areas. 

• We expect the company to appropriately and openly share and inform 
all learnings from replacing lead pipes with the industry and 
stakeholders, such as, but not limited to: 

o lead pipe identification methodologies; 
o customer acceptance for replacing lead within the home 

and associated disturbance; 
o triggers and evidence required to conclude lead pipes 

have been removed to the compliance point; 
o costs associated with lead pipe repairs and replacements 

for different property types; 
o triggers and methodology for phosphate dosing cessation 

and its impacts and how to best monitor for this; 
o other consequential WQ benefits (eg reduction in 

discolouration from replacing leaking corroded pipes); 
o customer acceptance methodologies for supply pipe 

adoption; and 
o leakage benefits/reduction. 

A1.2.7 Using ceramic membrane at Hampton Loade 

The scheme delivery requirements are provided in A1.3.1 because they apply to South Staffs 
Water, who is delivering the scheme. Severn Trent Water has no related scheme delivery 
requirements because its contribution is covered by the agreement with South Staffs Water 
to provide a third of capital investment costs.  

Table A1.15: Using ceramic membrane at Hampton Loade – Additional reporting 
requirements for Severn Trent Water 

 
76 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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Additional reporting requirements77 

Metric Unit Further comments 

Expenditure on 
Hampton Loade 
improvements 

£m This is requested for all green recovery schemes but it is essential that 
Severn Trent Water and South Staffs Water provide a clear narrative to 
identify where each contribution to the schemes funding is recorded in 
their annual performance reporting: 
• PR19 cost adjustment claim allowance – South Staffs Water; 
• PR19 cost adjustment claim allowance – Severn Trent Water 

contribution; 
• Green recovery allowance – South Staffs Water; 
• Green recovery allowance – Severn Trent Water contribution. 
Severn Trent Water should clearly identify within its narrative 
commentary where it has recorded its total contribution to the Hampton 
Loade project within table 4L and the size of this contribution. 
In table 4S, Severn Trent Water should report its portion of the green 
recovery investment only. This is the investment that relates to the 
£7.930 million element of our allowance to the company which is 
derived from our efficient view of project costs. This is deducted in table 
4C so that green recovery expenditure is not included within the cost 
sharing reconciliation. The amount reported in table 4S is used in table 
4U for the separate green recovery reconciliation.  

Reporting on 
affordability to CCW 

See text South Staffs Water and Severn Trent Water will provide CCW with the 
following on a quarterly basis: 
• The number of customers receiving social tariffs or other forms of 

affordability support, including financial support from Charitable 
Trusts;  

• The number of customer contacts the company receives from 
customers advising that they are struggling to pay; and 

• How many of the contacts from customers struggling to pay are 
transferred to affordability support. 

Where a customer is identified as struggling to pay, we expect South 
Staffs Water to also refer the customer to Severn Trent Water as they 
may also qualify for assistance from Severn Trent Water.   
South Staffs Water and Severn Trent Water should report this 
information directly to CCW on a quarterly basis. CCW will then provide 
Ofwat with a subsequent update. 
Where this information suggests that South Staffs Water and Severn 
Trent Water need to provide further assistance for those struggling to 
pay such as exploring additional options to support customers, CCW will 
challenge these companies to take action as appropriate.  

 
77 This is recorded as further reporting requirements for Severn Trent Water because this is not an additional 
requirement. It instead represents detail on how we propose the scheme should be reported in the company’s 
annual performance report tables. 
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A1.3 South Staffs Water 

A1.3.1 Using ceramic membrane at Hampton Loade 

Table A1.16: Using ceramic membrane at Hampton Loade – Scheme delivery 
requirements 

Scheme delivery 

Description Progress in delivering Hampton Loade treatment works upgrade: 
construction, installation and commissioning of ceramic membrane 
solution by the milestone date identified in the DWI improvement notice, 
SST-2018-00002, currently estimated to be revised to 31 March 2025.  

Measurement Reported as percentage delivered to zero decimal places. 

Assurance Third party assurance of the numbers reported. 
DWI to confirm agreement with actual and forecast progress percentages 
reported; and to formally confirm when construction, installation and 
commissioning of ceramic membrane solution has been completed. 

Conditions of allowance • Company to gain formal approval for change of solution from the DWI. 
• We require South Staffs Water to define appropriate milestones and 

associated levels of funding to the maximum allowance. The 
milestones should be spread out over the time between letting a 
contract and project in use. 

• We will make an appropriate green recovery adjustment in the PR24 
final determinations for the outturn plus forecast progress position (if 
not confirmed as complete by final determination) as at 31 March 
2025. 

Table A1.17: Using ceramic membrane at Hampton Loade – Additional reporting 
requirements 

Additional reporting requirements78 

Metric Unit Further comments 

Expenditure on 
Hampton Loade 
improvements 

£m This is requested for all green recovery schemes but it is essential that 
South Staffs Water and Severn Trent Water provide a clear narrative to 
identify where each contribution to the schemes funding is recorded in 
their annual performance reporting: 
• PR19 cost adjustment claim allowance – South Staffs Water; 
• PR19 cost adjustment claim allowance – Severn Trent Water 

contribution; 
• Green recovery allowance – South Staffs Water; 
• Green recovery allowance – Severn Trent Water contribution. 

 
78 This is recorded as further reporting requirements for South Staffs Water because this is not an additional 
requirement. It instead represents detail on how we propose the scheme should be reported in the company’s 
annual performance report tables. 
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In order for the 2020-25 investment at the Hampton Loade water 
treatment works to be transparent, and for the correct cost sharing 
rates to be applied, we propose South Staffs Water should adopt the 
following method of reporting in its annual performance report. 
The total scheme cost should be reported within table 4L. That is, costs 
attributable to both South Staffs Water and Severn Trent Water should 
be included in the line 4L.49, 'Improvements to taste / odour / colour'. 
These costs relate to our efficient view of a gross project cost of £55.290 
million. As multiple schemes may be reported in this line the narrative 
commentary should clearly identify the component of cost relating to 
the Hampton Loade scheme. 
South Staffs Water should report the contribution from Severn Trent 
Water in table 2E (grants and contributions). The £10.5 million we 
allowed in our PR19 final determination should continue to be reported 
as a price control contribution. The additional contribution from Severn 
Trent Water, allowed under the green recovery proposals, should be 
reported as a non-price control contribution. Since the annual 
contribution will comprise an element of both of these, South Staffs 
Water should report 57% as price control and 43% as non-price control 
contributions each year. These percentage splits are based on a total 
contribution of £18.430 million from Severn Trent Water, £10.500 million 
for the PR19 final determination and £7.930 million from the green 
recovery.79 We would expect there to be other items reported in table 2E 
so South Staffs Water should set out clearly in its narrative commentary 
how much of each line is attributable to the contribution from Severn 
Trent Water. 
Tables 4L and 2E flow through into tables 4D and 2B, where the grants 
and contributions are deducted from costs which will show South Staffs 
Water net position. 
In table 4S, South Staffs Water should report its portion of the green 
recovery investment only. This is the investment that relates to the 
£9.684 million element of our allowance to the company which is 
derived from our efficient view of project costs. This is deducted in table 
4C so that green recovery expenditure is not included within the cost 
sharing reconciliation. The amount reported in table 4S is used in table 
4U for the separate green recovery reconciliation.  

Reporting on 
affordability to CCW 

See text South Staffs Water and Severn Trent Water will provide CCW with the 
following on a quarterly basis: 
• The number of customers receiving social tariffs or other forms of 

affordability support, including financial support from Charitable 
Trusts;  

• The number of customer contacts the company receives from 
customers advising that they are struggling to pay; and 

• How many of the contacts from customers struggling to pay are 
transferred to affordability support. 

Where a customer is identified as struggling to pay, we expect South 
Staffs Water to also refer the customer to Severn Trent Water as they 
may also qualify for assistance from Severn Trent Water.   
South Staffs Water and Severn Trent Water should report this 
information directly to CCW on a quarterly basis. CCW will then provide 
Ofwat with a subsequent update. 
Where this information suggests that South Staffs Water and Severn 
Trent Water need to provide further assistance for those struggling to 

 
79 Amendment made to the percentage split for South Staffs Water's reporting of Severn Trent Water's contribution 
to the Hampton Loade scheme (60% and 40% changed to 57% and 43% to reflect the final decision allowances). 
Also the total contribution figure of £18.429 million is amended in this table to £18.430 million ensuring consistent 
presentation of the figure throughout the document. 
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pay such as exploring additional options to support customers, CCW will 
challenge these companies to take action as appropriate.  

A1.4 South West Water 

A1.4.1 Catchment management 

Table A1.18: Catchment management – Scheme delivery requirements 

Scheme delivery 

Description Delivery of 1,000 hectares of intensive peatland restoration and 9,000 
hectares of catchment management, and natural flood management 
benefits in the Dartmoor National Park, as detailed in query response SWB 
GR RFI 009.4. 

Measurement • Number of hectares of intensive peatland restoration delivered 
• Number of hectares of catchment management delivered80 

Assurance The company should provide assurance to the Environment Agency and 
DWI that the expected environmental and water quality benefits are to be 
delivered as set out in the company’s business case and query response 
SWB GR RFI 009.4. 
The company should provide evidence of Environment Agency input to the 
scheme delivery. 
The evidence of delivery will be supported by feedback from partner NGOs, 
and independent assessment and assurance. 
The company should provide evidence that the Risk Management 
Authorities (including Lead Local Flood Authorities, and the Environment 
Agency and others where relevant) are aware of the locations of flood risk 
benefits derived from catchment based (natural flood management, NFM) 
works. 

Conditions of allowance The company can recover funding based on a unit rate of £6,300 per 
completed hectare of intensive peatland restoration, up to a maximum of 
1,000 hectares. 
The company can recover funding based on a unit rate of £300 per 
completed hectare of catchment management, up to a maximum of 9,000 
hectares. 

 
80 The measurements of both hectares of intensive peatland restoration delivered and hectares of catchment 
management delivered should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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A1.4.2 Knapp Mill water treatment works advancement 

Table A1.19: Knapp Mill water treatment works advancement – Scheme delivery 
requirements 

Scheme delivery 

Description Delivery of Knapp Mill water treatment improvements 18 months ahead of 
original schedule to satisfy DWI Notice SBW-2018-00002. 

Measurement Progress against agreed milestones such as completion of detailed design, 
civil and M&E construction, commissioning and handover.81 

Assurance Independent assessment and assurance of completed milestones and 
forecast of likely outturn position at end of March 2025 as part of the PR24 
business plan process. 
We will also seek assurances from the DWI that the notice for the works is 
on track for completion by September 2025 and that customers will 
continuously receive wholesome water from the works by 31st March 2026, 
prior to including allowances at PR24. 

Conditions of allowance • We require South West Water to define appropriate milestones and 
associated levels of funding to the maximum allowance. The 
milestones should be spread out over the time between letting a 
contract and handover of new assets. 

• We will make an appropriate green recovery adjustment in the PR24 
final determinations for the outturn plus forecast progress position as 
at 31 March 2025. 

• If spend is expected after 1 April 2025-26 we require South West Water 
to submit appropriate information in its PR24 business plan to enable 
AMP8 spend to be added to the RCV profile for 2025-30. 

A1.4.3 Smarter, healthier homes 

Table A1.20: Smarter, healthier homes – Scheme delivery requirements 

Scheme delivery 

Description Metering: Number of upgraded new smart meter installations completed by 31 March 
2025. 
Metering: Number of basic meters replaced by or upgraded to smart meters by 31 
March 2025. 
Proactive lead replacement: Number of external lead supply pipes replaced to the 
property building boundary wall. 
Proactive lead replacement: Number of internal lead supply pipes replaced from 
property building boundary wall to the compliance point (kitchen tap). 
Supply pipes ‘adopted’: Number of supply pipes replaced by 31 March 2025. 

 
81 This measurement should also be expressed as a percentage scheme completion figure when reporting delivery 
progress and future forecasts at business plan submission and in annual performance reporting for 2023-24 and 
2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
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Supply pipes ‘adopted’: Number of supply pipes repaired by 31 March 2025. 

Measurement Smart meters are defined for the purpose of this scheme as new meter installations 
that use advanced metering infrastructure (AMI) technology that enables them to be 
read remotely through an integrated system of smart meters, communications 
networks, and data management systems. This system will comply with the 
company’s obligations under competition law and have the capability to: 
• Record consumption data and comply with the appropriate regulations governing 
cold water meters.  
• Allow ready access to this data by customers (directly or via contractors/agents) and 
the company at near real time, with data updated daily.* 
• Enable the capability for automated leak alarms to be communicated to the 
customer and company. 
• Transfer consumption data to the company remotely without requiring access to the 
meter or property. 
• Communicate with the internet. 
We define existing meters as meters that were installed in the South West Water 
network prior to 1 April 2020 without smart meter capability. 
A smart meter can only be counted once in the five year period for a property. For 
example, if a smart meter fails within the five years and is replaced, it cannot be 
recounted towards this performance commitment.  
Smart meters installed at the request of a customer, optants, are included in the 
measurement for delivery this scheme.  
Meter installations and replacements (or upgrades): measured in thousands (000s) to 
three decimal places.82  
*For a proportion of meters installed outside of the North Devon trial area, we 
recognise that the supporting infrastructure to enable data transmission may not be 
completed during the 2022-25 period.83 Therefore, for these areas we expect the 
company to provide meters with the functionality for ready access to meter data by 
customers (directly or via contractors/agents) and the company at near real time, 
with data updated daily. 

Assurance Third party assurance of the numbers reported 

Conditions of 
allowance 

For all: 
• We will fund each meter/lead replacement/supply pipe replacement or repair 

activity based on a unit cost allowance (including a proportion of support 
costs) up to a maximum activity level completed by 31 March 2025. If the 
company delivers less than the maximum activity level we will calculate any 
cost sharing based on a proportioned 'target cost'. We summarise these rates 
in table A1.21. 

• If the company delivers less than the maximum activity level we will calculate 
any cost sharing based on a proportioned 'target cost'. 

For proactive lead replacement: 
• We will only allow costs for activities undertaken within in the North Devon 

supply area. We expect the company to appropriately and openly share and 
inform all learnings from replacing lead pipes with the industry and 
stakeholders, such as, but not limited to: 

o lead pipe identification methodologies; 

 
82 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
83 South West Water estimate that a total of 4,474 new developments/optants will be inside the North Devon trial 
area. Outside of the trial are in high density locations the company forecasts it will connect 35% of total optants 
and new developments to its communication network (optants 3,400, new developments 12,200 out of a total of 
44,800). Overall this would result in 45% being connected to the communication network. 
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o customer acceptance for replacing lead pipes within the home and 
associated disturbance; 

o triggers and evidence required to conclude all lead pipes have been 
removed; 

o costs associated with lead pipe replacements at different property 
types; 

o benefits in terms of lead reduction by replacing pipes up to the 
kitchen tap rather than to premises boundary; 

o other consequential water quality benefits (reduction in 
discolouration from replacing leaking corroded pipes); and 

o leakage benefits/reduction. 
For supply pipes adopted: 

• We will only allow costs for activities within the North Devon supply area and 
Plymouth trial area.  

• We expect the company to appropriately and openly share and inform all 
learnings from replacing supply pipes with the industry and stakeholders. 
Such as, but not limited to: 

o customer acceptance methodologies for supply pipe adoption; and 
o leakage benefits/reduction. 

For metering: 
• We will allow costs for upgraded meters to be installed as part of new meter 

installations for new developments and optants across the region. 
• We will only allow costs for activities where existing basic meters are 

replaced by or upgraded to smart meters that are undertaken within in the 
North Devon supply area.  

• We expect South West Water to work with other companies installing and 
trialing smart meters under green recovery and the wider sector to 
understand the opportunity for ensuring standardisation in terms of 
interfacing with the data collected. This would enable a standard approach to 
reading the data, enabling data to be readily accessible for development by 
third parties. This would support data sharing and innovative uses of the 
data. Company to provide evidence of the outcome of this engagement. 

For supply pipes adopted and metering: 
• The company must deliver its 2024-25 leakage performance commitment 

(PR19SWB_PC C2) level set at the 2019 price review, in order for us to make a 
green recovery allowance associated with smart meters and the repair and 
replacement of non-lead supply pipe elements of 'Smarter, healthier homes' 
scheme. We apply a boundary condition of 98% of the 2024-25 performance 
commitment level which is equivalent to a reduction of 14.7% in three-year 
average terms from the 2019-20 baseline by 31 March 2025. If the company 
does not meet this boundary condition, i.e. achieves less than 14.7% 
reduction, then no green recovery allowance is made, for the smart meters 
and the repair and replacement of non-lead supply pipe elements of the 
smarter, healthier homes scheme. If the company delivers a reduction 
between 14.7 and 14.9% inclusive then we apply a 10% underperformance 
reduction to any green recovery allowance we make.   

Table A1.21: Smarter, healthier homes – Unit rates and maximum installations to be 
funded for South West Water's green recovery programme 

Activity Unit rate for allowance (£ per 
element) 

Maximum activity level to 
be funded 

Installation of upgraded new meters as part 
of new meter installations (optants or new 
developments) 

£23.50 per meter including support 
costs 

44,800 
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Activity Unit rate for allowance (£ per 
element) 

Maximum activity level to 
be funded 

Basic meters replaced by or upgraded to 
smart meters 

£66.36 per meter including support 
costs 

76,072 

External lead supply pipe replaced up to the 
property building wall 

£1,419 per external lead supply pipe 
replaced up to the property building 
wall 

5,100 

Internal lead supply pipe replaced from the 
property building wall to the compliance 
point (kitchen tap) 

£1,365 per lead internal supply pipe 
replaced from the property building 
wall to the compliance point 
(kitchen tap) 

1,913 

Supply pipe replacement £756 per supply pipe replacement 752 

Supply pipe repair £635 per supply pipe repair 1,324 

Table A1.22: Smarter, healthier homes – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Number of upgraded 
new meter installations 

Number, 
000s 

Reported by type: 
• New connection; and 
• Optants. 
by installation type; 
• Screw-in; 
• Internal; and 
• Boundary box. 
by region; 
• North Devon; and 
• Rest of region. 
and by communications status; 
• Connected to communications network; and 
• Not connected to communications network. 
Report to three decimal places. 

Upgraded new meter 
installations – outturn 
costs84 

£, million Reported by type: 
• New connection; and 
• Optants. 
by installation type; 
• Screw-in; 
• Internal; and 
• Boundary box. 
by region; 
• North Devon; and 
• Rest of region. 
and by communications status; 
• Connected to communications network; and 

 
84 Outturn costs relate to the upgrade cost element for new installation and enhancement element of the 
replacement/upgraded installations made through the allowance. The total activity cost should also be reported 
for comparison. Costs should be split between meter installation costs and support costs. 
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• Not connected to communications network. 
Report to three decimal places. 

Number of existing 
basic meter 
installations replaced 
with AMI capable smart 
meters or upgraded to 
AMI functionality  

Number, 
000s 

• Replace external (domestic) 
• Upgrade external (domestic) 
• Replace external (domestic) – dig down 
• Replace internal (domestic) 
• Replace external (commercial) 
• Upgrade external (commercial) 
• Replace external (commercial) – dig down 
• Replace internal (commercial) Boundary box 
Report to three decimal places. 

Existing basic meter 
installations replaced 
with AMI capable smart 
meters – outturn costs 
or upgraded to AMI 
functionality  

£, million 

• Replace external (domestic) 
• Upgrade external (domestic) 
• Replace external (domestic) – dig down 
• Replace internal (domestic) 
• Replace external (commercial) 
• Upgrade external (commercial) 
• Replace external (commercial) – dig down 
• Replace internal (commercial) Boundary box 
Report to three decimal places 

Leakage savings from 
meter installations85 

Ml/d  

Report by: 
• Upgraded new installations; and 
• Replacements and upgraded existing. 
by region; 
• North Devon; and 
• Rest of region. 
and by communications status; 
• Connected to communications network; and 
• Not connected to communications network.86 
Report to three decimal places. 
The method for calculating the leakage saving should be set out  
within the annual report and any year on year changes to the method to 
improve the accuracy should be explained. 

Usage savings from 
meter installations – 
includes both direct 
usage savings and 
reduction in customer 
internal 
losses/wastage87 

Ml/d  

Report by  
• Upgraded new installations; and 
• Replacements and upgraded existing. 
by region; 
• North Devon; and 
• Rest of region. 
and by communications status; 
• Connected to communications network; and 
• Not connected to communications network.88 
Sub divide benefits into: 

 
85 In our final decision, to aid clarity of reporting and to reduce the potential need for queries to following future 
submissions, we make adjustments to the reporting requirements for the benefits of metering. We increase the 
number of decimal places reported to, rename the 'demand' benefit to a more appropriate title and request that 
companies set out in their annual reports how benefits are calculated. Understanding the calculation of benefits 
is important in making comparisons between company data as different approaches may be adopted. 
86 Expected to be zero. 
87 See footnote above. 
88 Expected to be zero. 
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• Reductions in direct usage; and  
• Reduction in customer internal losses/wastage.  
Report to three decimal places. 
The method for calculating the usage saving should be set out  
within the annual report and any year on year changes to the method to 

improve the accuracy should be explained. 

Percentage of 
household properties 
within your smart 
metering trial area 
covered by the 
company 
communication 
network 89 

% 

Report to one decimal place. 
Report as year-end figure. 
Company to clearly identify how percentage has been derived (including 
any assumptions and exclusions) and to provide commentary on factors 
impacting coverage. 

Percentage of smart 
meter installations in 
the smart meter trial 
area providing a 
successful daily 
transmission of data90 

% 

Report to one decimal place. 
Report as average daily figures for the year. 
Company to clearly identify how percentage has been derived (including 
any assumptions and exclusions) and to provide commentary on factors 
impacting the success of data transmission from meter installations. 

A1.4.4 Storm overflows 

Table A1.23: Storm overflows – Storm overflow assessment framework (SOAF) 
investigations 

Scheme delivery 

Description Delivery of SOAF investigations identified as part of WINEP programme. 
This will allow a defined unit rate per completed SOAF depending on the 
stage and level of complexity. This includes up to 248 stage one, 163 stage 
two, 100 stage three and 100 stage four assessments. SOAF investigation 
stages are defined by the Environment Agency in a guidance note.  

Measurement Number of brought forward AMP8 SOAF investigations, and to which stage 
completed, reported to zero decimal places.91 

Assurance As completion of SOAF investigations requires involvement with the 
Environment Agency it is expected that the Environment Agency will 
provide sign off for these investigations. The evidence of delivery will be 
supported by independent assessment and assurance. 

Conditions of allowance • The unit rate for recovery for a completed stage one SOAF 
investigation is £2,317 up to a maximum of 248 investigations. 

• The unit rate for recovery for a completed standard stage two 
SOAF investigation is £2,926 up to maximum of 163 investigations. 

 
89 Requirements added to final decisions as following discussions with companies communications coverage and 
actual data retrieval success were identified as important factors in understanding the benefits of the technology 
adopted and planning future roll out of smart metering to other areas. 
90 See footnote above. 
91 This measurement should also be used to calculate a percentage scheme completion figure when reporting 
delivery progress and future forecasts at business plan submission and in annual performance reporting for 2023-
24 and 2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 

http://www.water.org.uk/wp-content/uploads/2018/12/SOAF.pdf
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• The unit rate for recovery for a completed standard stage three 
SOAF investigation is £4,950 up to maximum of 100 
investigations. 

• The unit rate for recovery for a completed standard stage four 
SOAF investigation is £3,250 up to maximum of 100 
investigations. 

The maximum cost recovery is £1.872 million. As detailed in South West 
Water Response to the Draft Decision, June 2021, Table 1. 
The company must deliver its 2024-25 pollution incidents performance 
commitment level, PR19SWB_PC F1, set at the 2019 Price Review in order 
for us to make an allowance for the storm overflows scheme. We apply a 
boundary condition as the midpoint between the company's pollution 
incidents performance commitment levels for 2023-24 and 2024-25, which 
is equivalent to 20.95 pollution incidents per 10,000km of the wastewater 
network. If the company does not meet the boundary condition, we will 
make no green recovery allowance for this scheme. If the company does 
not meet its 2024-25 performance commitment level, but meets the 
boundary condition, then we will apply a 10% reduction to our allowance. 

Table A1.24: Storm overflows – Additional interventions 

Scheme delivery 

Description Delivery of two inland bathing river water pilots for the rivers Dart and Tavy 
to support the recreational economy and environmental improvements as 
detailed in query response SWB GR RFI 006.4 and 006.5. 
Delivery of surface water separation trials as detailed in query response 
SWB GR RFI 010.2 

Measurement Number of inland rivers water pilots completed, zero decimal places.92 
Delivery of surface water separation trial removing at least 11.5 hectares of 
area, as detailed in query response SWB GR RFI 010.2. 

Assurance The company identifies that bathing water compliance cannot be 
delivered by its activities alone. For both catchments, the company should 
demonstrate input from the Environment Agency in the catchment 
engagement plans to ensure appropriate linkages with other ongoing 
work. Input from the Environment Agency should also be considered for 
the surface water separation trial monitoring proposals.  

Conditions of allowance Delivery of bathing water pilot investigations on the Rivers Dart and Tavy 
including the following activities and associated maximum costs for 
recovery: 

• Investigations – to assess and quantify the costs and benefits of 
any Inland river bathing water designation  

o Develop a programme of sampling and modelling (in 
consultation with the Environment Agency) to 
understand the river bathing water performance of the 
two proposed river stretches, and to identify and quantify 
sources of pollutants - £0.350 million. 

o Complete 25 SOAF studies across the two river 
catchments - £0.250 million. 

o Installation and testing of enhanced storm overflow and 
environmental monitors to determine how they may 

 
92 This measurement should also be used to calculate a percentage scheme completion figure when reporting 
delivery progress and future forecasts at business plan submission and in annual performance reporting for 2023-
24 and 2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
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enhance environmental studies and improve impact 
assessment - £0.500 million.  

• Development of partnerships, stakeholder and customer 
engagement– to support the pilot studies and test the benefits of 
different approaches with a cost recovery for these activities set 
at £0.750 million, and to include: 

o Undertake studies to identify and quantify recreational 
users of both rivers, evaluate the economic benefits of 
any designations and complete risk appraisals to 
determine boundaries for any inland bathing water 
designation. 

o Develop live and transparent reporting of spill data on the 
catchment through the development and 
implementation of a trial RiverLive system. 

o Develop and trial a Catchment Champions concept to 
explore ways of engaging members of the public in 
detecting and reporting pollution through a citizen-
science based engagement approach. 

o Develop and test customer engagement and education 
strategies to prevent disposal of plastic and other 
polluting matter (eg. wet wipes, cotton buds) into the 
sewer system, and determine the impact on reducing 
aesthetic and plastic pollution. 

o Aligned with the Catchment Management approach, 
develop options to support diffuse pollution reduction 
with a focus on the impact on bathing water parameters. 

• Delivery of ‘quick win’ asset enhancements (such as overflow 
screening) that have been identified through the pilot studies 
with a cost recovery of £2.000 million.  

Undertake a surface water separation trial with a cost recovery of £1.920 
million based on the removal of at least 11.5 hectares. This should include 
a publicly available report detailing the findings and lessons from the trial 
in order to inform future work in this area.  
As detailed in Table A1.23 above, the company must deliver its 2024-25 
pollution incidents performance commitment level, PR19SWB_PC F1, set at 
the 2019 Price Review in order for us to make an allowance for the storm 
overflows scheme. We apply a boundary condition as the midpoint 
between the company's pollution incidents performance commitment 
levels for 2023-24 and 2024-25, which is equivalent to 20.95 pollution 
incidents per 10,000km of the wastewater network. If the company does 
not meet the boundary condition, we will make no green recovery 
allowance for this scheme. If the company does not meet its 2024-25 
performance commitment level, but meets the boundary condition, then 
we will apply a 10% reduction to our allowance.  

A1.4.5 Water resource grid enablement  

Table A1.25: Water resource grid enablement – Scheme delivery requirements 

Scheme delivery 

Description Delivery of the Roadford pumped storage proposal (a new 140-150 Ml/d 
intake pumping station on the River Tamar at Gatherley to transfer water 
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to Roadford reservoir via 3.9km of 900mm raw water main. Also the 
delivery of the North Devon raw water transfer proposal (10km of new 
gravity 600mm raw water main and 10km of new 400mm potable water 
main between Northcombe and Prewley WTW’s, with two new raw water 
tanks, 6Ml total capacity). 

Measurement For each proposal progress against agreed milestones such as completion 
of detailed design, civil and M&E construction, commissioning and 
handover.93 

Assurance Independent assessment and assurance of completed milestones and 
forecast of likely outturn position at end of March 2025 as part of PR24 
business plan process. 
For Prewley WTW, we will also seek assurances from the DWI that the 
notice for the works is on track for completion before 31 March 2025 prior 
to including allowances at PR24. 

Conditions of allowance • We require South West Water to define appropriate milestones and 
associated levels of funding up to the maximum allowance (£12.818 
million Roadford and £9.884 million for Prewley and Northcombe). The 
milestones should be spread out over the time between letting a 
contract and handover of new assets. 

• The Prewley and Northcombe WTW allowance is conditional on the 
DWI accepting South West Water’s formal submission to change the 
solution and existing Prewley WTW DWI notice. 

A1.5 Thames Water 

A1.5.1 Smart metering 

When we refer to individual water resource zones such as the London water resource zone or 
the Guildford water resource zone, this means the zone as defined by Thames Water in its 
final water resources management plan 2019 (WRMP19). 

When we refer to the Thames Valley water resource zones, this means the Swindon-Oxford 
(SWOX), Guildford water resource zones, Slough-Wycombe-Aylesbury (SWA), Henley and 
Kennet Valley water resource zones as defined by Thames Water in its WRMP19.  

Table A1.26: Smart metering – Scheme delivery requirements 

Scheme delivery 

Description Number of new household smart meter installations completed in the Thames Valley water 
resource zones by 31 March 2025. 
Number of non-household basic meters replaced with smart meters in the London water 
resource zone by 31 March 2025. 

 
93 These measurements should also be used to calculate a percentage scheme completion figures for each of the 
'Roadford' and 'Prewley and Northcombe' schemes when reporting delivery progress and future forecasts at 
business plan submission and in annual performance reporting for 2023-24 and 2024-25. They will be used as an 
input to the green recovery reconciliation models. See section A1.1 above. 
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Number of non-household basic meters replaced with smart meters in the Thames Valley 
water resource zones by 31 March 2025. 
Number of new small bulk smart meter installations completed in the London water resource 
zone by 31 March 2025. 
Number of new small bulk smart meter installations completed in the Thames Valley water 
resource zones by 31 March 2025. 
Number of new large bulk smart meter installations completed in the London water resource 
zone by 31 March 2025. 
Number of new large bulk smart meter installations completed in the Thames Valley water 
resource zones by 31 March 2025. 
Communication coverage of household properties in the Slough-Wycombe-Aylesbury (SWA), 
Henley and Kennet Valley water resource zones by 31 March 2025. 

Measurement Smart meters are defined for the purpose of this scheme as new meter installations that use 
advanced metering infrastructure (AMI) technology that enables them to be read remotely 
through an integrated system of smart meters, communications networks, and data 
management systems. This system will comply with the company’s obligations under 
competition law and have the capability to: 
• Record consumption data and comply with the appropriate regulations governing cold 
water meters.  
• Allow ready access to this data by customers (directly or via contractors/agents) and the 
company at near real time, with data updated daily at a minimum, and  
made available at a minimum granularity of 1 hour intervals, or such greater frequency 
and/or granularity as reasonably requested by the customer or its contractors/agents. 
• Enable the capability for automated leak alarms to be communicated to the customer and 
company. 
• Transfer consumption data to the company remotely without requiring access to the meter 
or property. 
• Communicate with the internet. 
We define existing meters as meters that were installed in the Thames Water network prior 
to 1 April 2020 without smart meter capability. 
A smart meter can only be counted once in the five year period for a property. For example, if 
a smart meter fails within the five years and is replaced, it cannot be recounted towards this 
performance commitment. The measurement of meters in this scheme excludes the 
installation of new smart meters for new connections. 
Smart meters installed at the request of a customer, optants, are not included in the 
measurement for delivery this scheme. Thames Water has specified green recovery to be a 
selective metering programme. 
Meter installations and replacements: measured in thousands (000s) to three decimal 
places.94 

Assurance Third party assurance of the numbers reported 

Conditions of 
allowance 

Delivery of the PR19 metering programme and related outcomes 
• The company must deliver its 2024-25 performance commitment levels, set at the 2019 

price review, that relate specifically to metering and leakage reduction in order for us to 
make any green recovery allowance. The following three performance commitments 
must therefore be achieved: 
  PR19TMS_M01; Installing new smart meters in London, 399,749 to be installed by 31 
March 2025;95 

 
94 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
95 This measure includes selective smart meters, optant smart meters and small bulk smart meters. The 
company's revised programme that intends to deliver 399,745 smart meters across these installation types is 
provided in the table below 
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  PR19TMS_M02 Replacing existing meters with smart meters in London, 130,000 to be 
installed by 31 March 2025; and 
  PR19TMS_BW04 Leakage, reduction of 20.4% in three-year average terms from 2019-
20 baseline by 31 March 2025.* 
* For the leakage performance commitment, PR19TMS_BW04 , Leakage, we apply a 
boundary condition of 98% of the performance commitment level which is equivalent to 
a reduction of 20.0% in three-year average terms from 2019-20 baseline by 31 March 
2025. If the company does not meet this boundary condition, i.e. delivers achieves less 
than 20.0% reduction, then no green recovery allowance is made. If the company 
delivers a reduction between 20.0 and 20.3% inclusive then we apply a 10% 
underperformance reduction to any green recovery allowance we make.  
At PR24 the company must provide assurance that it is forecast to deliver the 2024-25 
performance levels by 31 March 2025. The company must subsequently demonstrate 
that these performance levels were delivered in accordance with the requirements of 
the performance commitment by 31 March 2025. 

• In addition to meeting the performance requirements described above, the company 
must deliver the demand savings associated with its metering and water efficiency 
programmes as specified in its PR19 business plan by 31 March 2025 in order for us to 
make any green recovery allowance. This demand saving is 98 Ml/d96 and this must be 
evidenced and assured by a third party. Only savings from the following activities 
delivered under the PR19 metering programme should be counted towards this total 
(benefits from green recovery are excluded): 
  Usage/wastage reductions from smart meter installations; 
  Customer supply pipe leakage reduction identified from smart meter installation; and 
  Household and non-household usage reduction driven by water efficiency activity 

• As shown in table A1.28 below, Thames Water has revised its 2020-25 programme97 of 
smart meter installations from that in its PR19 business plan. While we recognise that 
the revised programme will still help deliver the company’s performance commitments, 
we consider we allowed efficient costs for the company to install the numbers of each of 
type of meter included in its PR19 business plan. We will only make green recovery 
allowances for activity above the levels identified in the company's revised PR19 
metering programme, summarised in table A1.28 below (and set out in this section), 
which deliver demand reductions beyond those delivered by the PR19 programme (set 
out in the following section).  
  New smart meter installations (optant and selective) in the Thames Valley water 
resource zones, 61,665 installations must be delivered under the PR19 programme by 31 
March 2025 for us to provide any additional for new smart household metering in 
Thames Valley water resource zones(selective only) under green recovery; 
  Non-household meter replacements of basic meters with smart meters in London 
water resource zone, 54,000 installations must be delivered under the PR19 programme 
by 31 March 2025 for us to provide any additional funding for non-household 
replacements of basic meters with smart meters in the London water resource zone 
under green recovery; 
  Non-household meter replacements of basic meters with smart meters in the Thames 
Valley water resource zones, 1,000 installations must be delivered under the PR19 
programme by 31 March 2025 for us to provide any additional funding for non-household 
replacements of basic meters with smart meters in the Thames Valley water resource 
zones under green recovery. 
  Small bulk meters installed in the London water resource zone, 3,786 installations 
must be delivered under the PR19 programme by 31 March 2025 for us to provide any 
additional funding for bulk meter installation under green recovery; and 
  Large bulk meters installed in the London water resource zone, 1,116 installations 
must be delivered under the PR19 programme by 31 March 2025 for us to provide any 
additional funding for bulk meter installation under green recovery; 

 
96 Thames Water, 'PR19–CSD006-WNP-03b Incremental cost of water stress on balancing supply / demand 
September 2018 - Confidential – Commercially Sensitive', September 2018, p. 16. 
97 Revised PR19 programme referred to as the PR19 programme from this point onwards. 
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Ensuring efficient delivery of the green recovery programme and that benefits are 
delivered for customers and the environment beyond those funded in our PR19 final 
determinations 
• We will fund each green recovery meter installation activity type based on a unit cost 

allowance (including a proportion of support costs) up to a maximum number of 
installations completed by 31 March 2025. We summarise this information by activity 
type in table A1.27 below. 

• This funding is conditional on the company demonstrating it has delivered a minimum 
demand reduction benefit associated with the meter installation type. This demand 
benefit may be associated with a wider grouping of meter installations than the unit 
costs.  

• If the company delivers less than the maximum number of meters we will calculate any 
cost sharing based on a proportioned 'target cost' and we will consider the minimum 
demand reduction benefit achieved on a per meter basis. We summarise these rates in 
the section below. 

• We have included applicable support costs within the per meter allowance for each 
installation activity type in the unit rate included in table A1.27. This element of the 
allowance is conditional on the company demonstrating it has delivered an additional 
3.0 Ml/d of demand savings from its smart home visits and smart portal. If these 
additional benefits are not delivered, we will reduce the unit rates accordingly. 

• In relation to the fixed network, we will make an allowance of up to a total of £11.000 
million (above or below this figure cost sharing will apply) for delivery of 
communications coverage. We expect the company to provide narrative commentary to 
explain the technology it has adopted to deliver its communication coverage, we would 
expect this to identify unit costs for activities where appropriate and provide evidence of 
the efficiency of its delivery costs.    

• We will only make a green recovery allowance for delivering communication coverage if 
the company can provide third party assured evidence it has delivered, both: 
  at least 96% communication coverage for household properties in its Swindon-Oxford 
(SWOX) and Guildford water resource zones as part of its PR19 metering programme; 
and 
  at least 96% communication coverage for household properties in its Slough-
Wycombe-Aylesbury (SWA), Henley and Kennet Valley water resource zones as part of its 
green recovery metering programme. 

• Thames Water is required to report on delivery of its PR19 metering programme 
consistently with the green recovery programme to demonstrate that the green 
recovery programme is delivering benefits beyond those funded at PR19. Therefore the 
additional reporting requirements apply to both the company's PR19 and green recovery 
proposals and the company should separately identify the activities, costs and benefits 
of each programme. 

• We expect Thames Water to work with other companies installing and trialing smart 
meters under green recovery and the wider sector to understand the opportunity for 
ensuring standardisation in terms of interfacing with the data collected. This would 
enable a standard approach to reading the data, enabling data to be readily accessible 
for development by third parties. This would support data sharing and innovative uses of 
the data. Company to provide evidence of the outcome of this engagement. 

Table A1.27: Unit rates and delivery benefits by activity type for Thames Water's 
green recovery metering programme 

Metering activity Unit rate for 
allowance – 

Maximum 
number of 

Minimum demand 
reduction (Ml/d) 98 

Demand reduction (l/d 
per meter) 

 
98 Thames Water has provided an estimate of the benefits delivered through each metering activity, however our 
review of the company's response to RFI010 suggests the benefits delivered by the green recovery scheme are 
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including support 
costs (£ per meter) 

installations 
to be funded 

 

 

Number of new 
household smart 

meter installations 
completed in the 

Thames Valley 
water resource 

zones  

296.61 200,000 15.1 75.6 

Number of non-
household basic 
meters replaced  

59.3799 3,000 See footnote100 
 

Number of new small 
bulk smart meter 

installations  

581.35 1,500 0.1 33.3 

Number of new large 
bulk smart meter 

installations 
completed  

2,724.52 200 0.5 2,500 

Table A1.28: Thames Water PR19 meter installation programme, revised post final 
determinations, by type and location 

Following the PR19 final determinations Thames Water revised its metering proposals from 
those it submitted as part of its business plan. We include the revised programme in the 
table below for reference. The numbers provided in this table have been used to set some of 
the conditions on which we will make a green recovery allowance.  

Activity Meter installations proposed 

London Thames Valley Total 

Smart household metering 354,617101 25,000 379,617 

Optant metering 41,346101 36,665 78,011 

Small bulk meters 3,786101 0 3,786 

Large bulk meters 1,116 0 1,116 

Household replacement of basic 
meters with smart meters 

130,000 43,859 173,859 

 
lower than those forecast to be delivered by the PR19 metering programme. We propose to discuss this further 
with Thames Water prior to our final decisions and at present have retained Thames Water's estimates. The total 
demand reduction in this table is 35.6 Ml/d with an additional 11.7 Ml/d to be delivered by smart home visits and 
the smart portal to meet the minimum programme total of 47.3 Ml/d. 
99 As described in section 7.4.1, we recognise that the data to estimate these savings is not currently available but 
consider Thames Water will be able to realise benefits from this investment based on the detail of the approach it 
has presented to us. 
100 As described in section 7.4.1, this allowance assumes the same split as in the initial submission between the 
London and Thames Valley water resource zones. 
101 The installation of smart household meters, optant smart meters and small bulk smart meters in London are all 
counted towards delivery of the 399,749 smart meters included in Thames Water's PR19TMS_M01; Installing new 
smart meters performance commitment. 
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Activity Meter installations proposed 

London Thames Valley Total 

Non-household replacement of basic 
meters with smart meters 102 

54,000 1,000 55,000 

Additional reporting requirements: As described in the scheme delivery section above, 
Thames Water is required to report on both its green recovery and PR19 meter installation 
programmes in accordance with these reporting requirements. The company must ensure 
that the activities, costs and benefits associated with each programme can be separately 
identified. 

Table A1.29: Smart metering – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Number of new meter 
installations 

Number, 
000s 

Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by installation type,  
• Screw-in 
• Internal 
• External dig 
Report to three decimal places. 

New meter installations – 
outturn costs 

£, million Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by installation type,  
• Screw-in 
• Internal 
• External dig 
Report to three decimal places. 

Number of existing basic 
household meter 
installations replaced 
with smart meters  

Number, 
000s 

Reported by programme;  
• PR19 
and by region; 
• London, 
• Thames Valley 
Report to three decimal places. 

 
102 Non household smart meter replacements are funded by Thames Water shareholder contributions  
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Additional reporting requirements 

Metric Unit Further comments 

Existing basic household 
meter installations 
replaced with smart 
meters – outturn costs103 

£, million Reported by programme;  
• PR19 
and by region; 
• London, 
• Thames Valley 
Report to three decimal places. 

Number of existing basic 
non-household meter 
installations replaced 
with smart meters  

Number, 
000s 

Reported by programme;  
• Green recovery. 
• PR19 
and by region; 
• London, 
• Thames Valley 
Report to three decimal places. 

Existing basic non-
household meter 
installations replaced 
with smart meters – 
outturn costs104 

£, million Reported by programme;  
• Green recovery. 
• PR19 
and by region; 
• London, 
• Thames Valley 
Report to three decimal places. 

Number of new bulk 
meter installations 

Number, 
000s 

Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by installation type,  
• Small bulk -Screw-in 
• Small bulk- External dig 
• Large bulk – External dig 
Report to three decimal places. 

New bulk meter 
installations – outturn 
costs 

£, million Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by installation type,  
• Small bulk -Screw-in 
• Small bulk- External dig 

 
103 Outturn costs would relate to the enhancement element of the replacement installations made through the 
allowance. The total activity cost in terms of base and enhancement should also be reported for comparison. Costs 
should be split between meter installation costs and support costs. 
104 Outturn costs would relate to the enhancement element of the replacement installations made through the 
allowance. The total activity cost in terms of base and enhancement should also be reported for comparison. Costs 
should be split between meter installation costs and support costs. 
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Additional reporting requirements 

Metric Unit Further comments 
• Large bulk – External dig 
Report to three decimal places. 

Leakage savings from 
meter installations105 

Ml/d  Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by type; 
• New installations; 
• Replacements; 
• Small bulk meters; and 
• Large bulk meters 
Report to three decimal places. 
The method for calculating the leakage saving should be set out  
within the annual report and any year on year changes to the method 
to improve the accuracy should be explained. 

Usage savings from 
meter installations – 
includes both direct 
usage savings and 
reduction in customer 
internal losses/wastage106 

Ml/d  Reported by programme;  
• Green recovery. 
• PR19 
by region; 
• London, 
• Thames Valley 
and by type; 
• New installations; 
• Replacements; 
• Small bulk meters; 
• Large bulk meters; 
• Smarter homes visits; and 
• Smart portal. 
Sub divide benefits into  
• Reductions in direct usage; and  
• Reduction in customer internal losses/wastage  
Report to three decimal places. 
The method for calculating the usage saving should be set out  
within the annual report and any year on year changes to the method 

to improve the accuracy should be explained. 

 
105 In our final decision to aid clarity of reporting and to reduce the potential need for queries to following future 
submissions we make adjustments to the reporting requirements for the benefits of metering. We increase the 
number of decimal places reported to, rename the 'demand' benefit to a more appropriate title and request that 
companies set out in their annual reports how benefits are calculated. Understanding the calculation of benefits 
is important in making comparisons between company data as different approaches may be adopted. 
106 See footnote above 
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Additional reporting requirements 

Metric Unit Further comments 

Supporting activities – 

smart home visits107 

Number, 
000s 

Reported by programme;  
• Green recovery; 
• PR19. 
by region; 
• London; 
• Thames Valley. 

Supporting activites – 

outturn costs 

£, million Reported by programme;  
• Green recovery; 
• PR19. 
by region; 
• London; 
• Thames Valley. 
and by type; 
• SMOC costs for meters installed 2020-25; 
• Smart home visits; and 
• Smart portal. 

Percentage of household 

properties within your 

smart metering trial area 

covered by the 

company's 

communication network 
108 

% Report to one decimal place. 
Report as year-end figure. 
Report by: 

• coverage delivered under the PR19 programme (in Swindon-
Oxford (SWOX) and Guildford water resource zones); and 

• coverage delivered under the Green recovery programme (in 
Slough-Wycombe-Aylesbury (SWA), Henley and Kennet Valley 
water resource zones). 

Company to clearly identify how percentage has been derived 
(including any assumptions and exclusions) and to provide 
commentary on factors impacting coverage. 

Percentage of smart 

meter installations in the 

smart meter trial area 

providing a successful 

daily transmission of 

data109 

% Report to one decimal place. 
Report as average daily figures for the year. 
Company to clearly identify how percentage has been derived 
(including any assumptions and exclusions) and to provide 
commentary on factors impacting the success of data transmission 
from meter installations. 

Provision of 

communication coverage 

£, million Reported by programme;  
• Green recovery (in Slough-Wycombe-Aylesbury (SWA), Henley and 

Kennet Valley water resource zones); 

 
107 In our final decision to aid clarity of reporting and to reduce the potential need for queries to following future 
submissions we specify reporting of the number of smart home visits 
108 Requirements added to final decisions as following discussions with companies communications coverage and 
actual data retrieval success were identified as important factors in understanding the benefits of the technology 
adopted and planning future roll out of smart metering to other areas. 
109 See footnote above. 
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Additional reporting requirements 

Metric Unit Further comments 
• PR19 (in Swindon-Oxford (SWOX) and Guildford water resource 

zones); 
and by installation type,  
• To be defined appropriately by company once technology is 

selected. 
Report to three decimal places. 

Reporting on affordability 
to CCW 

See text Thames Water will provide CCW with the following on a quarterly basis: 
• The number of meter installations and percentage of total 

funded under green recovery; 
• The number of customers signing up for water efficiency 

audits; and 
• The number of customers applying for and then successfully 

going onto the social tariff/WaterSure, or receiving help 
through Charitable Trust/Hardship funds. 

Thames Water should report this information directly to CCW on a 
quarterly basis. CCW will then provide Ofwat with a subsequent 
update. 
Where this information suggests that Thames Water needs to provide 
further assistance for those struggling to pay such as exploring 
additional options to support customers, CCW will challenge these 
companies to take action as appropriate. 
Aligned with annual reporting, Thames Water should provide CCW with 
a distribution of bill impacts for customers with meter installations, 
and the overall savings in terms of reductions in water use and 
customer side leakage. 

A1.6 United Utilities 

A1.6.1 Accelerating partnerships to deliver natural solutions 

United Utilities proposes some delivery metrics which will protect customers and ensure 
funding is allowed only for what is delivered. The schemes the company will deliver are set 
out in detail in United Utilities’ document ‘GR0002 – Accelerating partnerships to deliver 
natural solutions’, January 2021. We list below our expectations of a range of deliverables 
associated with the partnerships to deliver natural solutions, based largely on the company’s 
proposals.  

Table A1.30: Accelerating partnerships to deliver natural solutions – Eden 
catchment phosphorus management 

Scheme delivery 



Green economic recovery: final decisions  

128 

Description Eden catchment phosphorus management through agricultural interventions. 

Measurement Weight of phosphorus removed, calculated through the use of the ADAS farmscoper 
tool110 

Assurance We expect United Utilities to provide evidence to demonstrate that the Environment 
Agency has reviewed and confirmed the company's assessment of phosphorus 
removed through agricultural activities. The company should provide evidence of 
working with the Environment Agency and Natural England to understand the 
required reduction in phosphorus for the River Eden Special Area of Conservation.  

Conditions of allowance  
 

Customer protection provided by allowing £1000/kg of phosphorus removed, up to a 
maximum allowance of £1.091 million.  

Table A1.31: Accelerating partnerships to deliver natural solutions – Irwell  
catchment phosphorus management 

Scheme delivery 

Description Urban catchment phosphorus management in the Irwell catchment 
through targeting urban runoff nutrient pollution, and rural catchment 
phosphorus management through agricultural activities. 

Measurement Working with third parties and best practice guidance and agreeing the 
target reduction with the Environment Agency111 

Assurance Evidence of the delivery of interventions corresponding to planned 
phosphorus reduction to be provided to the Environment Agency.  

Conditions of allowance  
 

Customer protection provided by allowing £10,494/kg of urban phosphorus 
removed, and £1000/kg rural phosphorus removed up to a maximum 
allowance of £1.819 million.  

Table A1.32: Accelerating partnerships to deliver natural solutions – Catchment 
water quality management 

Scheme delivery  

Description Working with farms to reduce water quality pollution risk from agricultural 
activities.  

Measurement Number of farms engaged 

Assurance The company should provide assurance to the Environment Agency that 
expected environmental and water quality benefits are to be delivered. 
The company should provide evidence of where Environment Agency input 
to the scheme delivery has been received. 

 
110 This measurement should also be expressed as a percentage scheme completion figure when reporting delivery 
progress and future forecasts at business plan submission and in annual performance reporting for 2023-24 and 
2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
111 The measurements should also be used to calculate a percentage scheme completion figures for the urban 
phosphate and rural phosphate removal components when reporting delivery progress and future forecasts at 
business plan submission and in annual performance reporting for 2023-24 and 2024-25. They will be used as an 
input to the green recovery reconciliation models. See section A1.1 above. 
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Conditions of allowance  
 

Using 2020-25 process for claiming WINEP drinking water protected area 
scheme outputs, a metric based on number of farms engaged in the 
process and allowing £2,411/farm engaged. 
Allowance to be made when only when >= 80% of £723,000 partnership 
funding is secured. 
Maximum allowance of £723,000. 

Table A1.33: Accelerating partnerships to deliver natural solutions – Peatland 
restoration 

Scheme delivery  

Description Restoring peatland on United Utilities’ raw water catchment areas. 

Measurement Hectares restored, following process for claiming 2020-25 WINEP drinking 
water protected area scheme outputs.112 

Assurance Action plans to be agreed with the Environment Agency and assured 
through the Peatland carbon code to provide assurance of baseline 
conditions and number of hectares of expected improvement based on 
techniques employed as well as carbon benefit. 

Conditions of allowance  Following the process for claiming 2020-25 WINEP drinking water 
protected areas scheme outputs to demonstrate delivery of the scheme 
outputs. Allowance of £901/ha delivered to be made when only when >= 
80% of £2.253m partnership funding is secured.  
Maximum allowance of £2.253 million. 

Table A1.34: Accelerating partnerships to deliver natural solutions – SuDS and NFM 

Scheme delivery 

Description Delivering sustainable urban drainage systems (SuDS) or natural flood 
management (NFM) solutions where the cost benefit ratio is greater than 
the conventional solution, and is 1.1 or above.  

Measurement Number of SuDS and NFM solutions installed, the costs and benefits of 
their installation. This metric excludes any SuDS or NFM WINEP schemes 
which are covered through the existing PR19 natural capital ODI.113 

Assurance The company should provide evidence that the Risk management 
Authorities (including Lead Local Flood Authorities, and the Environment 
Agency and others where relevant) are aware of the locations of flood risk 
benefits derived from catchment based (NFM) works. Third party 
assurance of solutions and marginal costs of delivery, and Environment 
Agency sign off for NFM solutions. 

 
112 This measurement should also be expressed as a percentage scheme completion figure when reporting delivery 
progress and future forecasts at business plan submission and in annual performance reporting for 2023-24 and 
2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
113 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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Conditions of allowance  
 

Customers pay for the marginal difference in costs between conventional 
and SuDS or NFM solutions where SuDS are used in place of conventional 
solutions  Customers also pay for the full SuDS solution cost where the 
SuDS solution is cost beneficial but the conventional solution is not. 
Maximum £9.057 million total investment. 

Table A1.35: Accelerating partnerships to deliver natural solutions – Additional 
reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Kg rural phosphorus removed Number, Report to zero decimal places 

£m spent on rural phosphorus removal £m Report to three decimal places 

Kg urban phosphorus removed Number Report to zero decimal places 

£m spent on urban phosphorus removal £m Report to three decimal places 

Number of farms engaged for catchment water quality. Number Report to zero decimal places 

£m spent on farm engagement £m Report to three decimal places 

Partnership funding (not from UU) spent on catchment 
water quality improvements. 

£m Report to three decimal places 

Area of peatland restored Ha Report to zero decimal places 

£m spent on peatland restoration £m Report to three decimal places 

Partnership funding (not from UU) spent peatland 
restoration. 

£m Report to three decimal places 

Number of installed SuDS solutions where the cost benefit 
ratio is either greater than the conventional solution, or 
where a conventional solution is not cost beneficial, and 
where the cost benefit ratio is 1.1 or above. This excludes  
any SuDS WINEP schemes which are covered through the 
existing PR19 natural capital ODI. 

Number Report to zero decimal places 

£m spent on marginal costs of moving to SuDS and new 
SuDS solutions where the conventional solution was not 
cost beneficial. 

£m Report to three decimal places 

A1.6.2 AMP8 WINEP investments at Bury 

Table A1.36: AMP8 WINEP investments at Bury – Scheme delivery requirements 

Scheme delivery 

Description Installing 5,800 m3 storage in the network close to Nuttall Road combined 
sewer overflow, and 18,000 m3 additional storm tank capacity at Bury 
wastewater treatment works as proposed by United Utilities in its Green 
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Recovery proposal document ‘GR0003 - Environmental improvements 
across the Manchester Ship Canal catchment’, January 2021. 

Measurement Progress against agreed milestones such as completion of detailed design, 
civil and M&E construction, commissioning and handover.114 

Assurance Third party assurance of completed milestones and forecast of likely 
outturn position at end of March 2025 as part of PR24 business plan 
process. Environment Agency sign off is required for works undertaken via 
WINEP tracker. 

Conditions of allowance 
 

• We require United Utilities to define appropriate milestones and 
associated levels of funding to the maximum allowance. The 
milestones should be spread out over the time between letting a 
contract and handover of new assets. 

• We will make an appropriate green recovery adjustment in the PR24 
final determinations for the outturn plus forecast progress position as 
at 31 March 2025. 

• If spend is expected after 1 April 2025-26 we require United Utilities to 
submit appropriate information in its PR24 business plan to enable 
AMP8 spend to be added to the RCV profile for 2025-30. 

Table A1.37: AMP8 WINEP investments at Bury – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Volume of storage 
provided in the network 

m3 To be completed only when storage is commissioned and operational. 
Report to zero decimal places. 

Spend on providing 
storage volume in the 
network 

£m Report to three decimal places. 

Volume of additional 
storm tank provided at 
Bury wastewater 
treatment works 

m3 To be completed only when storage is commissioned and operational. 
Report to zero decimal places. 

Spend on providing 
storage volume in the 
network 

£m Report to three decimal places. 

Date and details of any 
milestone achieved in 
year at Nuttall Road 

text  

Date and details of 
milestone achieved in 
year at Bury 
wastewater treatment 
works 

text  

 
114 This measurement should also be expressed as a percentage scheme completion figure when reporting delivery 
progress and future forecasts at business plan submission and in annual performance reporting for 2023-24 and 
2024-25. This will be used as an input to the green recovery reconciliation models. See section A1.1 above. 
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A1.6.3 Tackling storm overflows 

Table A1.38: Tackling storm overflows – SOAF investigations 

Scheme delivery  

Description Undertaking 587 AMP8 storm overflow assessment framework (SOAF) 
stage 1 leading to 300 stages 2 and 3 investigations. The detail of the 
SOAFs be delivered is as described by United Utilities in its document 
‘GR0004 – Tackling storm overflows’, January 2021. 

Measurement Number of SOAF investigations completed and to which stage115 

Assurance United Utilities proposes to provide assurance of delivery of SOAF 
investigations through digital certificates. We expect Environment Agency 
sign-off of investigation satisfactory completion. 

Conditions of allowance 
 
 
 
 

We will make an allowance based on completion of SOAF investigations as 
shown below: 

Scheme Allowed totex unit rate in 2017-18 
prices (derived from company 
figures provided in 2020-21 prices) 

SOAF investigation stage 1 £2,015.82 per investigation 

SOAF investigation stage 2 £2,466.10 per investigation 

SOAF investigation stage 3 £4,993.65 per investigation 

SOAF investigation stage 3b/4 £3,606.56 per investigation 

The maximum cost recovery is £3.888 million.  
 

Table A1.39: Tackling storm overflows – Integrated catchment models 

Scheme delivery  

Description Building three integrated catchment models (ICMs). The detail of the ICMs 
to be delivered is as described by United Utilities in its document ‘GR0004 
– Tackling storm overflows’, January 2021. 

Measurement Number and name of completed Integrated Catchment models 

Assurance The delivery of the integrated catchment models (ICMs) will be recognised 
as complete when signed off the Environment Agency. We expect the 
company to work with the Environment Agency to work out an appropriate 
reporting and sign off approach. 

Conditions of allowance 
 

We will make an allowance of £493,117 for completion of each of Sankey 
Brook and Wiza Beck ICMs, and an allowance of £525,099 for completion of 
the Upper Derwent ICM.  

 
115 These measurements should also be used to calculate a percentage scheme completion figures for each 
component when reporting delivery progress and future forecasts at business plan submission and in annual 
performance reporting for 2023-24 and 2024-25. They will be used as an input to the green recovery reconciliation 
models. See section A1.1 above. 
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Table A1.40: Tackling storm overflows – Additional reporting requirements 

Additional reporting requirements 

Metric Unit Further comments 

Number of SOAF 
investigations in year 
completed to Stage 1 

Number  

Totex spent on SOAF 
investigations to Stage 
1 

£m Report to three decimal places. 

Number of SOAF 
investigations in year 
completed to Stage 2 

Number  

Totex spent on SOAF 
investigations to Stage 
2 

£m Report to three decimal places. 

Number of SOAF 
investigations in year 
completed to Stage 3 

Number  

Totex spent on SOAF 
investigations to Stage 
3 

£m Report to three decimal places. 

Number of SOAF 
investigations in year 
completed to Stage 
3b/4 

Number  

Totex spent on SOAF 
investigations to Stage 
3b/4 

£m Report to three decimal places. 

 

 



Green economic recovery: final decisions  

134 

A2 Impacts on performance commitments 

Where the benefits of green recovery schemes have a direct impact on specific PR19 
performance commitment levels, we need to take steps to avoid customers paying twice for 
improvements. Without accounting for these benefits, customers may pay once for the 
investment itself, and then again for the outperformance payments companies would earn 
from the extra benefits provided by the investment.  

We set out our approach to accounting for impacts on performance commitments in section 
3.4. In this appendix, we set out in full our final decisions on how we account for green 
recovery impacts on each performance commitment. 

A2.1 Severn Trent Water 

Severn Trent Water’s green recovery schemes will improve performance against 13 of its PR19 
performance commitments: 

• biodiversity (water); 
• biodiversity (wastewater); 
• collaborative flood resilience; 
• external sewer flooding;  
• green communities; 
• improvements in WFD criteria; 
• internal sewer flooding; 
• leakage; 
• number of water meters installed; 
• per capita consumption; 
• pollution incidents; 
• resilient supplies; and 
• risk of sewer flooding in a storm. 

 
Severn Trent Water’s decarbonising water resources scheme could trigger material 
outperformance payments from its resilient supplies performance commitment. To avoid 
customers paying twice for improvements, we make an adjustment to the performance 
commitment levels according to the company’s estimate of impacts from the scheme. We set 
out this adjustment in full in Appendix 4. 

Severn Trent Water’s accelerating environmental improvements scheme could trigger 
material outperformance payments from its improvements in WFD criteria performance 
commitment. To avoid customers paying twice for improvements, while maintaining clarity 
around incentives, we introduce a new performance commitment which isolates the green 
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recovery impacts on WFD improvements. We set the performance commitment levels 
according to the company’s estimate of impacts from the scheme.  

In its response to our draft decisions, Severn Trent Water states that only 7 of the 48 WFD 
improvement points resulting from its green recovery schemes can be signed off by the 
Environment Agency by 2024-25. To account for this, the company proposes that we exclude 
the impact of green recovery schemes from the current performance commitment. Given the 
materiality of the performance commitment, and to preserve incentives for the company to 
deliver, our final decision is to retain the new performance commitment but to revise the 
performance commitment level from 48 to 7. We set out this new performance commitment 
in full in Appendix 4. 

Severn Trent Water’s collaborative flood resilience and green communities performance 
commitments will be impacted by its building sustainable flood resilient communities 
scheme. We consider these performance commitments are too narrowly focused to track the 
benefits of the investment and could create perverse incentives to avoid delivering 
catchment-level, holistic solutions. We therefore adjust the definition of each performance 
commitment to exclude impacts in the Mansfield area. We set this out in full in Appendix 4. 

Severn Trent Water’s biodiversity (water), biodiversity (wastewater) and pollution 
incidents performance commitments will be impacted by its creating bathing rivers 
scheme. These performance commitments will also be impacted by the building flood 
resilient communities scheme, and the biodiversity performance commitments will be 
impacted by the decarbonising water resources scheme. The creating bathing rivers scheme 
is a trial scheme where outcomes are uncertain. We therefore consider it appropriate not to 
make adjustments to these performance commitments. We set out in Appendix 3 how we 
expect the company to account for the benefits from the schemes. 

Severn Trent Water’s leakage, per capita consumption and number of water meters 
installed performance commitments will be impacted by its smart metering scheme. The 
taking care of supply pipes scheme will also impact its leakage and per capita consumption 
performance commitments. As our final decision funds smart meters and supply pipes at unit 
rates, there is a level of uncertainty around the number of outputs to be delivered by the 
company. We therefore consider it appropriate not to make adjustments to these 
performance commitments. We set out in Appendix 3 how we expect the company to account 
for the benefits from the schemes. 

Severn Trent Water’s internal sewer flooding, external sewer flooding and risk of sewer 
flooding in a storm performance commitments are linked to its building sustainable flood 
resilient communities scheme. We do not consider that there is potential for the company to 
earn material outperformance payments against these performance commitments by 
delivering its green recovery scheme. We therefore consider it appropriate not to make 
adjustments to these performance commitments. We set out in Appendix 3 how we expect 
the company to account for the benefits from the schemes. 
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A2.2 South Staffs Water 

South Staffs Water’s proposed amendment to its Hampton Loade enhancement scheme will 
impact its water treatment works delivery programme performance commitment. This 
performance commitment measures the delivery of both the Hampton Loade and Seedy Mill 
treatment works upgrades. We adjust this performance commitment to only include delivery 
of the elements of the Hampton Loade scheme related to the company’s cost adjustment 
claim at PR19, while retaining the delivery of Seedy Mill, and set this out in Appendix 4. 

A2.3 South West Water 

South West Water’s green recovery schemes will improve performance against four of its 
PR19 performance commitments: 

• biodiversity - enhancement;  
• installation of AMR meters;  
• leakage; and 
• per capita consumption. 

 
South West Water’s catchment management scheme could trigger material outperformance 
payments from its biodiversity - enhancement performance commitment. To avoid 
customers paying twice for improvements, we make an adjustment to the performance 
commitment levels according to the company’s estimate of impacts from the scheme. We set 
out this adjustment in full in Appendix 4. 
 
South West Water’s installation of AMR meters performance commitment is a reputational 
performance commitment. There is no risk of the company earning additional 
outperformance payments from its green recovery scheme, and therefore we do not make 
any adjustments. We set out in Appendix 3 how we expect the company to account for the 
benefits from the schemes. 
 
South West Water’s smarter, healthier homes scheme has the potential to earn the company 
material outperformance payments through its leakage performance commitment. We 
therefore introduce an outperformance deadband to protect customers from paying twice for 
improvements through the green recovery. The company’s per capita consumption 
performance commitment is also impacted by the scheme. We set out in Appendix 3 how we 
expect the company to account for the benefits from the schemes. 

A2.4 Thames Water 

Thames Water’s green recovery schemes could improve performance against four of its PR19 
performance commitments: 
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• installing new smart meters in London; 
• leakage; 
• per capita consumption; and 
• replacing existing meters with smart meters in London. 

Under our final decision, Thames Water must deliver its PR19 metering performance 
commitments in order for us to make any green recovery allowance. There is no risk that the 
green recovery funding helps the company to meet these performance commitments and our 
final decisions do not provide funding for smart meter installation in the London area. There 
is also no risk that green recovery funding contributes to outperformance payments, as these 
performance commitments only have underperformance payments attached. Therefore, 
there is no need to make any adjustments.  

As our final decision funds smart meters at a unit rate, there is a level of uncertainty around 
the number of outputs to be delivered by the company. We therefore consider it appropriate 
not to make adjustments to the leakage and per capita consumption performance 
commitments. We set out in Appendix 3 how we expect the company to account for the 
benefits from the scheme. 

A2.5 United Utilities 

United Utilities’ green recovery schemes will improve performance against three of its PR19 
performance commitments: 

• enhancing natural capital value for customers; 
• hydraulic internal flood risk resilience; and 
• hydraulic external flood risk resilience. 

 
These performance commitments are all linked to the company’s accelerating partnerships 
to deliver natural solutions scheme. This scheme contains a number of elements that United 
Utilities plans to progress only if it secures at least 80% of its targeted partnership funding. 
Since this condition creates uncertainty around what outputs will be delivered, it is difficult 
to estimate the benefits that United Utilities is likely to receive from the scheme. We 
therefore consider it appropriate not to make adjustments to these performance 
commitments. We set out in Appendix 3 how we expect the company to account for the 
benefits from this scheme. 
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A3 Performance commitment reporting requirements 

In their annual performance reporting, we expect all companies to report the outturn 
benefits of green recovery schemes on each relevant performance commitment, in a bespoke 
green recovery table. This applies to performance commitments where companies are 
reporting the green recovery benefits separately, rather than the performance commitments 
listed in Appendix 4, which we are adjusting to take account of forecast benefits. 

We set out our proposed requirements for taking account of green recovery related 
information in annual performance reporting in our consultation on regulatory reporting for 
the 2021-22 reporting year.116 

In their green recovery reporting, published alongside the annual performance report, we 
also expect companies to report the outturn benefits on performance commitments against 
their forecast benefits. We expect companies to provide a narrative where outturn benefits 
are materially different from ex-ante forecasts. This applies to all performance commitments 
that will be affected by the green recovery, including those we adjust in Appendix 4.  

We set out below the requirements for reporting green recovery benefits on performance 
commitments for each company. 

A3.1 Severn Trent Water 

In its 2020-25 annual performance reporting, we expect Severn Trent Water to exclude the 
green recovery benefits from the following PR19 performance commitments: 

• biodiversity (water); 
• biodiversity (wastewater); 
• external sewer flooding;  
• internal sewer flooding; 
• leakage; 
• number of water meters installed; 
• per capita consumption; 
• pollution incidents; and 
• risk of sewer flooding in a storm. 

We expect the company to report these benefits in its annual performance report.  

 
116 Ofwat, ‘Consultation on regulatory reporting for the 2021-22 reporting year’, May 2021, pp. 8-10. 

https://www.ofwat.gov.uk/wp-content/uploads/2021/05/Consultation-on-regulatory-reporting-2021-22.pdf
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In its annual green recovery report, we also expect the company to report against its forecast 
benefits, as shown in Table A3.1, and to provide a narrative where outturn benefits are 
materially different from its original forecasts.  

The company should report against these performance commitments in its initial PR24 
business plan submission and update as appropriate during the PR24 assessment process to 
ensure an accurate position is available for our final determinations.  

Table A3.1: Severn Trent Water forecast performance commitment benefits from its 
green recovery programme 

Performance 
commitment 

Unit Forecast green recovery benefits 

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

Biodiversity (water) 
Number NA NA NA 46 

Biodiversity 
(wastewater) 

Number NA NA NA 15 

External sewer 
flooding 

Number 0 0 0 6 

Improvements in WFD 
criteria117 

Number NA NA NA 7 

Internal sewer 
flooding 

Number 0 0 0 1 

Leakage 
Ml/d 0.278 0.877 1.476 2.075 

Number of water 
meters installed118 

Number 22475 44951 44950 44951 

Per capita 
consumption 

l/p/d 0.0318 0.1011 0.1691 0.2398 

Pollution incidents 
Number 0 0 0 1 

Resilient supplies 
% NA NA NA 1.72 

Risk of sewer flooding 
in a storm 

% NA NA NA 0.036 

A3.2 South West Water 

In its 2020-25 annual performance reporting, we expect South West Water to exclude the 
installation of AMR meters and per capita consumption benefits of its green recovery 

 
117 Our final decision revises the forecast benefits against this performance commitment from 48 to 7. We explain 
our decision in section A2.1. 
118 These forecasts include replacement water meters, which are not included in Severn Trent Water’s PR19 
performance commitment. 
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schemes from its PR19 performance commitment. We expect the company to report these 
benefits in its annual performance report.119  

In its annual green recovery report, we also expect the company to report against its forecast 
benefits, as shown in Table A3.3, and to provide a narrative where outturn benefits are 
materially different from its original forecasts. The benefits in this table are reported as 
cumulative annual figures. 

The company should report against these performance commitments in its initial PR24 
business plan submission and update as appropriate during the PR24 assessment process to 
ensure an accurate position is available for our final determinations. 

South West Water also proposes a new operational carbon performance commitment to 
monitor delivery of its net zero strategy. We consider the annual green recovery report is an 
appropriate medium for the company to report against this target, and set out the company’s 
forecast below.  

Table A3.3: South West Water forecast performance commitment benefits from its 
green recovery programme 

Performance 
commitment 

Unit Forecast green recovery benefits 

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

Biodiversity - 
enhancement 

Hectares 1,000 3,000 6,000 10,000 

Installation of AMR 
meters 

Number 4,557 15,191 25,825 36,459 

Leakage 
Ml/d 0.00 0.31 0.62 0.93 

Per capita 
consumption 

l/p/d 0.00 0.09 0.17 0.26 

Operational carbon 
Tonnes NA NA NA 40,518 

 
119 South West Water proposes to provide separate reporting of green recovery benefits by reporting per capita 
consumption for smart metered customers within its green recovery trial area in its 2020-25 annual performance 
reporting. We expect the company to ensure it can demonstrate the impact of this investment on its regionally 
reported per capita consumption level. The company will also need to ensure it can continue to report its 
measured and unmeasured per capita consumption levels in accordance with the regulatory accounting 
guidelines and common performance commitment definition. 
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A3.3 Thames Water 

In its 2020-25 annual performance reporting, we expect Thames Water to exclude the green 
recovery benefits from the following PR19 performance commitments: 

• leakage; and 
• per capita consumption. 

We expect the company to report these benefits in its annual performance report.  

In its annual green recovery report, we also expect the company to report against its forecast 
benefits, as shown in Table A3.4, and to provide a narrative where outturn benefits are 
materially different from its original forecasts. The benefits in this table are reported as 
cumulative annual figures. 

The company should report against these performance commitments in its initial PR24 
business plan submission and update as appropriate during the PR24 assessment process to 
ensure an accurate position is available for our final determinations. 

Table A3.4: Thames Water forecast performance commitment benefits from its 
green recovery programme 

Performance 
commitment 

Unit Forecast green recovery benefits 

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

Leakage 
Ml/d 0.00 0.96 2.39 3.81 

Per capita 
consumption 

l/p/d 0.00 0.46 1.16 1.87 

A3.4 United Utilities 

In its 2020-25 annual performance reporting, we expect United Utilities to exclude the green 
recovery benefits from the following PR19 performance commitments: 

• enhancing natural capital value for customers; 
• hydraulic internal flood risk resilience; and 
• hydraulic external flood risk resilience. 

We expect the company to report these benefits in its annual performance report.  

In its annual green recovery report, we also expect the company to report against its forecast 
benefits, as shown in Table A3.5, and to provide a narrative where outturn benefits are 
materially different from its original forecasts.  
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The company should report against these performance commitments in its initial PR24 
business plan submission and update as appropriate during the PR24 assessment process to 
ensure an accurate position is available for our final determinations. 

To enable reporting of the full benefits from its green recovery schemes, we expect United 
Utilities to use an adapted methodology to report against its enhancing natural capital value 
for customers performance commitment. We expect the company to use the methodology as 
set out in the PR19 final determinations,120 with the following exceptions: 

• to remove the requirement to report only the natural capital value generated by 
delivery of an agreed programme of catchment and integrated catchment schemes as 
part of the Water Industry National Environment Programme (WINEP). This allows for 
the added natural capital value of all nature-based solutions to be delivered through 
green recovery to be reported; and 

• to remove the requirement for a third-party organisation to attribute monetary values 
to the ecosystem services delivered by the company. We expect the company to use 
the same Natural Capital Accounting methodology as it uses to report against its PR19 
performance commitment. 

Table A3.5: United Utilities forecast performance commitment benefits from its 
green recovery programme 

Performance 
commitment 

Unit Forecast green recovery benefits 

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

Enhancing natural 
capital value for 
customers 

£m 0 0 15 35 

Hydraulic internal 
flood risk resilience121 

Number 0 0 -0.41 -0.41 

Hydraulic external 
flood risk resilience 

Number 0 0 -1.89 -1.89 

 
120 Ofwat, ‘PR19 final determinations: United Utilities - Outcomes performance commitments appendix’, December 
2019, pp. 89-92. 
121 The green recovery benefits for the hydraulic internal flood risk resilience and hydraulic external flood risk 
resilience performance commitments shown in Table A3.5 indicate the forecast reduction of modelled internal 
flooding incidents in each year. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-United-Utilities-Outcomes-performance-commitment-appendix.pdf
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A4 Adjustments to performance commitments 

In this appendix, we set out the adjustments we are making to performance commitments to 
account for the impacts of green recovery schemes. All page numbers refer to the relevant 
outcomes performance commitment appendix for each company.122 

A4.1 Severn Trent Water 

A4.1.1 Collaborative flood resilience 

PR19SVE_F09 

The detail for this performance commitment is set out on pages 90-92. 

On page 91, in the ‘Performance commitment definition and parameters’ table for: 

Specific exclusions None 

Read: 

Specific exclusions Excludes properties and areas within the Mansfield Sewerage 
Catchment or Mansfield District Council boundary. 

A4.1.2 Green communities 

PR19SVE_F08 

The detail for this performance commitment is set out on pages 87-90. 

On page 88, in the ‘Performance commitment definition and parameters’ table for: 

Specific exclusions 
 

All other benefit categories in the B£ST tool will be excluded from 
the calculation. 
There is the possibility that some of the value the company creates 
could already be counted as part of one of its other performance 
commitments, namely the Biodiversity performance commitment or 
the Water Framework Directive performance commitment. Where 
this is the case the company will exclude the relevant benefit 
categories from its value calculation. This will be done and 
independently assured on a case-by-case basis.  

 
122 For example: Ofwat, ‘PR19 final determinations: Severn Trent Water – Outcomes performance commitment 
appendix’, December 2019. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Severn-Trent-Water-Outcomes-performance-commitment-appendix.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/12/PR19-final-determinations-Severn-Trent-Water-Outcomes-performance-commitment-appendix.pdf
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Read: 

Specific exclusions 
 

All other benefit categories in the B£ST tool will be excluded from 
the calculation. 
There is the possibility that some of the value the company creates 
could already be counted as part of one of its other performance 
commitments, namely the Biodiversity performance commitment or 
the Water Framework Directive performance commitment. Where 
this is the case the company will exclude the relevant benefit 
categories from its value calculation. This will be done and 
independently assured on a case-by-case basis.  
Excludes the construction of sustainable drainage and water 
management features within the Mansfield Sewerage Catchment or 
Mansfield District Council boundary. 

A4.1.3 Improvements in WFD criteria (green recovery) 

Purpose: To incentivise the company to improve river water quality to meet the 
requirements under the Water Framework Directive (WFD). 

Benefits: This performance commitment delivers benefits through improving the health and 
aesthetics of rivers. This will benefit the environment and users of the river enjoying 
recreational and other activities.  

Performance commitment definition and parameters 

Unique Reference PR19SVE_C06 

Detailed definition of 
performance 
measure 

The number of Water Framework Directive (WFD) classification 
improvements attributable to interventions delivered by the 
company to improve river water quality and/or quantity under the 
green recovery initiative. The measurement of classification 
improvements varies depending on the parameter. 
 

Additional detail on 
measurement units 
 
 
 
 
 

This performance commitment combines waste, water and eels and 
comprises four separate elements: 
 
1. Wastewater – nutrient, sanitary and ecological measures 
The number of wastewater WFD classification improvements the 
company delivers are counted by points. One point is counted for 
each classification improvement per parameter improved, 
appropriate to the water company contribution (“fair share”, as 
agreed with the Environment Agency). The improvement is for a 
water body into which a discharge is made and based on the 
modelled improvement. The company will confirm with the 
Environment Agency that the agreed improvement has been 
implemented. Points are only counted for changes up to ‘Good’ 
status according to the following matrix. 
 

Current class Improvement delivered 
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Unique Reference PR19SVE_C06 
Poor Moderate Good 

Moderate NA NA 1 
Poor NA 1 2 
Bad 1 2 3 

 
With the exception of hazardous substance improvements, points 
are limited to improvements relating to the following nutrient, 
sanitary determinand and ecological parameters: 
phosphate; 
total phosphate (lakes and reservoirs only); 
ammonia; 
BOD (biochemical oxygen demand); 
dissolved oxygen; 
fish; 
invertebrates; and 
macrophytes & phytobenthos. 
 

2. Wastewater – chemical quality 

WFD chemical status is measured on a ‘pass/fail’ basis and 
encompasses more than 40 named substances. As WFD baseline 
classification data is limited, points will be linked to the 
identification of a ‘River Needs’ improvement by the Environment 
Agency based upon Chemicals Investigation Programme data, and 
not the River Basin Management Plan 2 (RBMP2) baseline dataset. 
Points are only claimable for improvements that relate to 
substances where the Environment Agency is considering imposing 
discharge permit limits in the 2020-25 period or the following 
period. Substances for which source control is the current, 
preferred method of achieving WFD targets, are excluded from the 
measure. For the 2020-25 period the eligible substances for 
improvement under this performance commitment are limited to: 
dissolved zinc (Zn); 
dissolved nickel (Ni); 
dissolved copper (Cu); 
dissolved lead (Pb); 
dissolved chromium (Cr); 
total cadmium (Cd); 
total mercury (Hg); 
tributyltin and related compounds; 
hexabromocyclododecane (HBCDD); 
cypermethrin; 
Nnonylphenol; 
triclosan; and 
diethylhexylphthalate (DEHP). 
Any ‘River Needs’ improvement identified by the Environment 
Agency on the basis of data from the United Kingdom Water 
Industry Research Ltd (UKWIR) co-ordinated Chemical Investigation 
Programmes 1 or 2 (CIP1, CIP2) is eligible for a point (on a per 
parameter basis), provided that the Environment Agency agrees 
that the proposed intervention: 
delivers a ‘fair share’ improvement (and a discharge permit is 
issued accordingly); or 
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Unique Reference PR19SVE_C06 
obviates the need for a permit condition (e.g. through works closure 
or change of discharge location); or 
is the best technical solution available to treat the substance in 
question. 
This element of the performance commitment is included to provide 
an incentive to incorporate measures to address hazardous 
substances into the company’s 2020-25 period projects where there 
is a likelihood that further investment could be required in the next 
period. 
 
3. Water – flow 
The number of water WFD classification improvements that the 
company delivers is also counted by points and is based on 
improvement levels appropriate to the water company contribution 
(as with wastewater). A point is awarded for each intervention 
delivered that will either improve surface flow, groundwater and/or 
provide connectivity for ecological habitat through a solution 
agreed with the Environment Agency. For sites where the company 
has implemented ‘upfront permitting’ (whereby it agrees with the 
Environment Agency future changes in its abstraction licences) in 
the 2015-20 period and has claimed a point in this period, the 
company will not claim a point for this in the 2020-25 period when 
the abstraction licence change comes into effect. However, if 
during the 2020-25 period the company carries out another agreed 
significant intervention which further improves the same waterbody 
further then it may, if the Environment Agency agrees, claim 
another point in this waterbody. 
 
4. Water – eels 
Any improvement agreed with the Environment Agency that is 
carried out by the company for the benefit of eels counts as one 
point per agreed improvement implemented. 
 
Improvements will be evaluated at waterbody level and modelled 
using the Source Apportionment-GIS (SAGIS) model and are 
subject to confirmation from the Environment Agency. 

Specific exclusions None 

Reporting and 
assurance 

The company will ask the Environment Agency to confirm that 
performance has been correctly reported. The view of the 
Environment Agency will be definitive. 

Measurement unit 
and decimal places 

Number of improvement points, reported to zero decimal places. 

Measurement timing Reporting year 

Incentive form Revenue 

Incentive type Outperformance and underperformance payments 

Timing of 
underperformance 
and outperformance 
payments 

End of period 
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Unique Reference PR19SVE_C06 

Price control 
allocation 

90% wastewater network plus 
10% water resources 

Frequency of 
reporting 

Annual 

Any other relevant 
information 

NA 

Links to relevant 
external documents 

None 

Performance commitment levels 

  
Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Performance 
commitment level 

Number NA NA NA NA NA 7 

Enhanced 
underperformance 
collar 

Number  NA NA NA NA NA 

Standard 
underperformance 
collar 

Number  NA NA NA NA NA 

Underperformance 
deadband 

Number  NA NA NA NA NA 

Outperformance 
deadband 

Number  NA NA NA NA NA 

Standard 
outperformance 
cap 

Number  NA NA NA NA NA 

Enhanced 
outperformance 
cap 

Number  NA NA NA NA NA 

Incentive rates 

Incentive type Incentive rate (£m/unit) 

Underperformance payment - standard -0.815 

Underperformance payment - enhanced NA 

Outperformance payment - standard 0.815 
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Incentive type Incentive rate (£m/unit) 

Outperformance payment - enhanced NA 

A4.1.4 Resilient supplies 

PR19SVE_G10 

The detail for this performance commitment is set out on pages 102-104. 

On page 104, in the ‘Performance commitment levels’ table for: 

  Company 
forecast 

Committed performance level 

 Unit 2019-20 2020-
21 

2021-
22 

2022-
23 

2023-
24 

2024-
25 

Performance 
commitment level 

% NA NA NA NA NA 96.0 

Enhanced 
underperformance 
collar 

%  NA NA NA NA NA 

Standard 
underperformance 
collar 

%  NA NA NA NA NA 

Underperformance 
deadband 

%  NA NA NA NA NA 

Outperformance 
deadband 

%  NA NA NA NA NA 

Standard 
outperformance 
cap 

%  NA NA NA NA NA 

Enhanced 
outperformance 
cap 

%  NA NA NA NA NA 

Read: 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Performance 
commitment level 

% NA NA NA NA NA 97.7 

Enhanced 
underperformance 
collar 

%  NA NA NA NA NA 

Standard 
underperformance 
collar 

%  NA NA NA NA NA 

Underperformance 
deadband 

%  NA NA NA NA NA 

Outperformance 
deadband 

%  NA NA NA NA NA 

Standard 
outperformance 
cap 

%  NA NA NA NA NA 

Enhanced 
outperformance 
cap 

%  NA NA NA NA NA 

 

A4.2 South Staffs Water 

A4.2.1 Water treatment works delivery programme 

PR19SSC_E1 

The detail for this performance commitment was originally set out on pages 71-73 of our PR19 
outcomes performance commitment appendix, with a minor correction made in our 
corrigenda issued in May 2020.123 

On page 71, in the ‘Performance commitment definition and parameters’ table for:124 

 
123 Ofwat, 'Corrigenda to South Staffs Water’s Outcomes performance commitment appendix that accompanied the 
notification of the determination by the Water Services Regulation Authority (Ofwat) of Price Controls for the 
period from 1 April 2020 to 31 March 2025', May 2020. 
124 Table is presented with corrigenda applied. 

https://www.ofwat.gov.uk/wp-content/uploads/2020/05/PR19-final-determinations-South-Staffs-Water-Outcomes-performance-commitment-appendix-corrigenda.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2020/05/PR19-final-determinations-South-Staffs-Water-Outcomes-performance-commitment-appendix-corrigenda.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2020/05/PR19-final-determinations-South-Staffs-Water-Outcomes-performance-commitment-appendix-corrigenda.pdf
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Detailed definition of 
performance measure 
 

This performance commitment measures the delivery of the company’s 
water treatment works delivery programme. The relevant milestones 
are: 

Estimated 
completion 

date 

Milestone Weight 
(%)  

Cumulative 
progress (%) 

31 March 
2023 

Seedy Mill 
treatment works 
upgrade: 
installation of 2nd 
stage filtration 

55.1 55.1 

31 March 
2024 

Hampton Loade 
treatment works 
upgrade: 
installation of 2nd 
stage filtration 

44.9 100.0 

Completion is determined by full completion of the respective 
milestones when the measures are in operation and providing clear 
benefit to customers. 

Read: 

Detailed definition of 
performance measure 
 

This performance commitment measures the delivery of the company’s 
water treatment works delivery programme. The relevant milestones 
are: 

Estimated 
completion 

date 

Milestone Weight 
(%)  

Cumulative 
progress (%) 

31 March 
2023 

Seedy Mill treatment 
works upgrade: 

installation of 2nd 
stage filtration 

55.1 55.1 

31 March 
2025 

Hampton Loade 
treatment works 

upgrade –: 
construction, 

installation and 
commissioning of 

ceramic membrane 
solution 

44.9 100.0 

Completion is determined by full completion of the respective 
milestones when the measures are in operation and providing clear 
benefit to customers. 

On page 72, in the ‘Performance commitment levels’ table for: 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Performance 
commitment level 

% NA 0.0 0.0 44.9 100.0 100.0 

Enhanced 
underperformance 
collar 

%  NA NA NA NA NA 

Standard 
underperformance 
collar 

%  NA NA NA NA NA 

Underperformance 
deadband 

%  NA NA NA NA NA 

Outperformance 
deadband 

%  NA NA NA NA NA 

Standard 
outperformance 
cap 

%  NA NA NA NA NA 

Enhanced 
outperformance 
cap 

%  NA NA NA NA NA 

Read: 

  
Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Performance 
commitment level 

% NA 0.0 0.0 0.0 55.1 100.0 

Enhanced 
underperformance 
collar 

%  NA NA NA NA NA 

Standard 
underperformance 
collar 

%  NA NA NA NA NA 

Underperformance 
deadband 

%  NA NA NA NA NA 

Outperformance 
deadband 

%  NA NA NA NA NA 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Standard 
outperformance 
cap 

%  NA NA NA NA NA 

Enhanced 
outperformance 
cap 

%  NA NA NA NA NA 

A4.3 South West Water 

A4.3.1 Biodiversity - Enhancement 

PR19SWB_PC F5 

The detail for this performance commitment is set out on pages 95-97. 

On page 97, in the ‘Performance commitment levels’ table for: 

  Company 
forecast 

Committed performance level 

 Unit 2019-20 2020-
21 

2021-
22 

2022-
23 

2023-
24 

2024-
25 

Performance 
commitment level 

Hectare NA 73,209 83,209 93,209 103,209 113,209 

Enhanced 
underperformance 
collar 

Hectare  NA NA NA NA NA 

Standard 
underperformance 
collar 

Hectare  69,028 79,028 89,028 99,028 109,028 

Underperformance 
deadband 

Hectare  NA NA NA NA NA 

Outperformance 
deadband 

Hectare  NA NA NA NA NA 

Standard 
outperformance 
cap 

Hectare  82,209 92,209 102,209 112,209 122,209 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Enhanced 
outperformance 
cap 

Hectare  NA NA NA NA NA 

Read: 

  Company 
forecast 

Committed performance level 

 Unit 2019-20 2020-
21 

2021-
22 

2022-
23 

2023-
24 

2024-
25 

Performance 
commitment level 

Hectare NA 73,209 84,209 96,209 109,209 123,209 

Enhanced 
underperformance 
collar 

Hectare  NA NA NA NA NA 

Standard 
underperformance 
collar 

Hectare  69,028 79,828 91,428 103,828 117,028 

Underperformance 
deadband 

Hectare  NA NA NA NA NA 

Outperformance 
deadband 

Hectare  NA NA NA NA NA 

Standard 
outperformance 
cap 

Hectare  82,209 93,709 106,709 121,209 137,209 

Enhanced 
outperformance 
cap 

Hectare  NA NA NA NA NA 

A4.3.2 Leakage 

PR19SWB_PC C2 

The detail for this performance commitment is set out on pages 9-12. 

On page 11, in the ‘Performance commitment levels’ table for: 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Performance 
commitment level 
– percentage 
reduction 

% NA 3.0 6.0 9.0 12.0 15.0 

Enhanced 
underperformance 
collar – percentage 
reduction 

%  -59.4 -59.4 -59.4 -59.4 -59.4 

Standard 
underperformance 
collar – percentage 
reduction 

%  -30.6 -30.6 -30.6 -30.6 -30.6 

Underperformance 
deadband – 
percentage 
reduction 

%  NA NA NA NA NA 

Outperformance 
deadband – 
percentage 
reduction 

%  NA NA NA NA NA 

Standard 
outperformance 
cap – percentage 
reduction 

%  32.6 33.3 36.1 39.2 42.3 

Enhanced 
outperformance 
cap – percentage 
reduction 

%  0.0 0.0 0.0 0.0 0.0 

Read: 

  
Company 
forecast Committed performance level 

 Unit 2019-20 2020-
21 

2021-
22 

2022-
23 

2023-
24 

2024-
25 

Performance 
commitment level 
– percentage 
reduction 

% NA 3.0 6.0 9.0 12.0 15.0 
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Company 
forecast Committed performance level 

 Unit 2019-20 
2020-

21 
2021-

22 
2022-

23 
2023-

24 
2024-

25 

Enhanced 
underperformance 
collar – percentage 
reduction 

%  -59.4 -59.4 -59.4 -59.4 -59.4 

Standard 
underperformance 
collar – percentage 
reduction 

%  -30.6 -30.6 -30.6 -30.6 -30.6 

Underperformance 
deadband – 
percentage 
reduction 

%  NA NA NA NA NA 

Outperformance 
deadband – 
percentage 
reduction 

%  3.0 6.0 9.1 12.3 15.6 

Standard 
outperformance 
cap – percentage 
reduction 

%  32.6 33.3 36.1 39.2 42.3 

Enhanced 
outperformance 
cap – percentage 
reduction 

%  0.0 0.0 0.0 0.0 0.0 
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A5 End of period funding adjustment 

A5.1 Summary of approach 

All of the companies will recover at least part of their green recovery allowance in later 
periods.  

To facilitate this, we will make a midnight adjustment to the RCV at PR24, which will allow 
efficient costs incurred in delivering the schemes to be recovered from customers. This will 
not require a licence change. The adjustment will be dependent on a number of factors: 

• Scheme delivery. Customers should be protected where schemes are not fully 
delivered. Therefore, the size of the RCV adjustment made at PR24 will be proportional 
to the amount of the scheme which is forecast to be delivered by the PR24 final 
determinations. 

• Cost sharing adjustments. The RCV adjustment will account for the company share of 
any cost under or outperformance against green recovery allowances. 

• Return of in-period funding. Where relevant, the RCV adjustment will account for any 
in-period funding that needs to be returned to customers. For example, if a scheme is 
only 50% delivered, 50% of in-period funding must be returned to customers. 

• Time value of money. We will make adjustments for time value of money on any 
funding not recovered in-period. This will be made using the PR19 wholesale allowed 
return on capital, excluding any fast track rewards that companies received at PR19. 

• Tax. We will subtract any tax benefit companies receive from green recovery 
expenditure when we make the RCV adjustment at PR24.  
 

Some companies have schemes which stretch into the 2025-30 period. In these cases, 
companies will need to recover the proportion of costs that are not added to the RCV at the 
PR24 final determinations later into the period. We will include these costs in companies’ RCV 
profiles for the 2025-30 period, based on the expected delivery profile. Any differences 
between the expected and outturn delivery profile will be reconciled at PR29. 

A5.2 Formulas 

We will use the following formulas to calculate the size of the midnight adjustment to the 
RCV.  

Where a company has underspent against its green recovery allowance we will use the 
following formula: 
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PR24 RCV adjustment = Scheme delivery adjustment – (Amount of adjusted underspend * 
Customer share of outperformance cost sharing) – In-period funding return + Time value of 

money adjustment – Tax adjustment 

Where a company has overspent against its green recovery allowance we will use the 
following formula: 

PR24 RCV adjustment = Scheme delivery adjustment + (Amount of adjusted overspend * 
Customer share of underperformance cost sharing) – In-period funding return + Time value 

of money adjustment – Tax adjustment 

Where: 

• Scheme delivery adjustment is the proportion of its allowance a company will receive, 
based on how much of the scheme has been delivered. This will be net of any in-
period funding. 

• Adjusted underspend / overspend is the amount of under or overspend adjusted for 
scheme delivery. For example, if a £100 million scheme is only 50% delivered for a cost 
of £40 million then the adjusted underspend is £10 million rather than £60 million. 

• In-period funding return is the amount of in-period funding recouped from the 
company, proportionate to the amount of under delivery. 

• Time value of money adjustment is the monetary value that reflects the difference 
between when expenditure is proposed to be incurred and when revenue is proposed 
to be recovered.  

• Tax adjustment is equivalent to the amount of tax benefit that a company receives in 
the 2020-25 period as a result of green recovery expenditure. 

• Customer share of outperformance cost sharing is 90%. 
• Customer share of underperformance cost sharing is 50% for Severn Trent Water, 

South West Water and United Utilities, 45% for South Staffs Water and 25% for Thames 
Water. 

A5.3 Worked examples 

The following worked examples show how the PR24 RCV adjustment will work.  

A5.3.1  Worked example 1 

In this example, a company receives a £100 million allowance for a scheme, with zero in-
period funding. 50% of the scheme is delivered for an outturn cost of £40 million. We make a 
time value of money adjustment of £1 million and a tax adjustment of £2 million. The 
customer share of outperformance is 90%. 
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PR24 RCV adjustment = Scheme delivery adjustment – (Amount of adjusted underspend * 
Customer share of outperformance cost sharing) – In-period funding return + Time value of 

money adjustment – Tax adjustment 

PR24 RCV adjustment = (50% * £100m) – (£10m * 90%) + £1m - £2m 

PR24 RCV adjustment = £40m 

A5.3.2  Worked example 2 

In this example, a company receives a £100 million allowance for a scheme, with £15 million 
in-period funding. 50% of the scheme is delivered for an outturn cost of £60 million. We 
make a time value of money adjustment of £1 million and a tax adjustment of £2 million. The 
customer share of cost underperformance is 50%. 

PR24 RCV adjustment = Scheme delivery adjustment + (Amount of adjusted overspend * 
Customer share of underperformance cost sharing) – In-period funding return + Time value 

of money adjustment – Tax adjustment 

PR24 RCV adjustment = (50% * (£100m - £15m)) + (£10m * 50%) – (£15m * 50%) + £1m - 
£2m 

PR24 RCV adjustment = £42.5m + £5m - £7.5m + £1m - £2m = £39m 

As the company also receives £15 million of in-period funding, the total amount of funding it 
receives by the end of the period is £54 million. 
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