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Our discussion paper sets out our expectations
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Shifting towards long-term adaptive planning

The challenges we face 
require a long-term 
focus…

Increasing 
customer 

expectations

Climate 
change

Meeting net 
zero

Affordability

Long-term 
targets

…and the industry is taking 
action right now to deliver 
that focus

WRMPs: 
more 

adaptive

DWMPs: 
new and 
adaptive

WINEP 
and NEP

Regional 
water 

resource 
plans: 

new and 
adaptive

Other 
activities

Long-term delivery strategies: wrapping up all 
activities into an adaptive whole
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Long-term delivery strategies will matter at PR24 and beyond

We expect long-term delivery strategies to materially 
influence the outcomes of the price review

We will take into account the quality of company 
strategies in our decisions

We expect the business plan to clearly represent the 
first five-year chunk of a long-term trajectory

Company Boards should own and drive the development 
of their strategies

We will support genuinely adaptive strategies by 
funding investment to enable pathways



Our expectations for long-term delivery 
strategies at PR24

George Miller, Senior Associate, Ofwat
17th December 2021
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What are long-term delivery strategies?

They are…

• …intended to provide long-term 
context around the five-year 
business plan. 

• …designed to bring all water 
company activities together, 
across water and wastewater.

• …adaptive to changes in key 
factors, in line with adaptive 
planning principles and best 
practice.

• …part and parcel of the business 
plan submission.

• …produced to help answer the 
question:

They aren’t…

• …the same as strategic direction 
statements (SDSs). They will directly 
inform the decisions we make about 
what the right investments are to 
meet long-term outcomes.

• …fixed for 25 years. We expect 
strategies to be refreshed at each 
price review, according to new 
information or circumstances.

• …an attempt to predict the long-
term future. They are produced with 
the explicit acknowledgement that 
the future is uncertain and 
unpredictable.

Given future uncertainties, what activities need to be 
undertaken in the next price review period to meet long-term 
objectives, and what should be scheduled for future periods?
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Section 1: Ambition

What the company wants to achieve 
over the next 25 years and beyond

1. Vision: how the company wants to 
be seen and what impact it will have 
over the next 25 years

2. Key outcomes: forecast 
performance against PR24 
performance commitments and other 
key metrics

Forecast outcomes should be based 
on:
• strategic policy statements and 

relevant legislation in each 
country;

• strategic planning frameworks;
• customer and stakeholder 

preferences; and
• service improvements over time
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Section 2: Strategy

How the ambition is best delivered 
under a range of plausible futures

The enhancement investments likely 
required to meet long-term 
outcomes, taking into account future 
uncertainty

Adaptive planning should be at the 
heart of the strategy – so we can:
• Ensure decisions are not avoided 

when they’re needed
• Minimise over-investment in 

schemes that turn out not to be 
needed

Allowing us to be proactive and keep 
options open, while funding 
investments that are demonstrably 
needed in all plausible scenarios
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Section 3: Rationale

Why the strategy is the best way to 
deliver the ambition

We want to enable the pathways 
companies set out – this will require a 
good standard of evidence behind 
them, including:

• how pathways have been 
identified and selected;

• why options are best value;
• why investments are optimally  

sequenced;
• how the strategy efficiently 

delivers under a range of plausible 
futures;

• how it’s been informed by 
customer views; and 

• how it ensures fairness for current 
and future customers. 
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Section 4 and 5: Foundations and Board assurance

The nuts and bolts behind the 
development of the strategy

Long-term delivery strategies will 
need to change at future price 
reviews, so there will need to be a 
clear line of sight to the refreshed 
strategy

We will need to see the assumptions 
about the future being made within 
the strategy – as they change, 
strategies may need to change at 
PR29

This includes the performance 
improvements that will be made 
through base expenditure

We will also expect specific Board 
assurance statements relating to the 
development and quality of the long-
term delivery strategy
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Common reference scenarios

The four high and low common reference scenarios are designed to:

1. Help develop the long-term delivery strategy by testing different options

2. Help demonstrate the strategy is likely to be appropriate given future uncertainties

3. Complement wider scenario planning exercises that test a broader range of risks and futures

Climate change
UKCP18 probabilistic 
projections
In line with 
WRMP/DWMP guidance

Demand
Based on local authority 
and ONS forecasts
Same forecasts tested in 
WRMPs

Environmental ambition
In England, based on 
published Environment 
Agency scenarios
Expected to inform 
WRMPs

Technology
Based on sector 
engagement and 
identifiable trends
Important to consider in 
sequencing



Long term delivery 
strategies: adaptive planning

Dr Martin Hurst



Reminder: why adaptive planning

• Government requirement: (draft SPS in England, ‘accounting for 
climate change’ [Plus Welsh Future Generations Act])

• Multiple layers of uncertainty, asymmetric risks

• Conventional approaches – e.g. NPV, P50/P90 aren’t sufficient

• Need to balance interests of current and future consumers through:

- Achieving resilience to ‘high’ case scenarios: drought, flood, 
environmental requirements; while

- Seeking to avoid unnecessary risk of stranded assets/nugatory 
expenditure – so create flexibility where feasible; and

- Avoiding operating in too narrow a mindset, so allow  for potential 
technological development.



Why this guidance

• Adaptive planning has become increasingly important with climate 
change, and is now included in standard government guidance.

• Ofwat committed to make this part of PR24 methodology: major 
change from Strategic Direction Statements

• To allow comparability across companies long term delivery 
strategies need common requirements



Core pathway

• ‘The core pathway is not a central pathway between the alternative 
scenarios. It should fully reflect adaptive planning techniques and 
should include:

• investment that needs to be undertaken now to meet short-term 
requirements;

• investment that is necessary to meet future low scenarios;

• investment required to keep future options open (such as enabling 
work), where possible, or is required to ensure that future options do 
not become significantly more expensive;

• 'no and/or low regrets' investments, for example investments that 
are required in both low or high scenarios, or across a wide range of 
plausible scenarios; and 

• investment in learning and monitoring to ensure that the company is 
prepared for alternative pathways.’



‘Well-designed adaptation measures should, 
in most circumstances

• not foreclose future options or unnecessarily constrain future choice; 

• be efficient, effective and equitable under the widest set of all 
plausible futures; 

• enable appropriate modification of policies, plans and projects as the 
reality of the future becomes known; and

• account for the potential impacts of adaptation across different 
groups and ensure that the reduction in social damage from 
adaptation justifies the costs of implementing the measure.’



A few hints

• Start from the end point and/or 2050. If end point is beyond 2050 
then we are looking for interventions that may be needed by 2050

• ‘No/low regrets’ actions should be in core pathway

• Core pathway should include short term ‘must dos’ under high and 
low scenarios 

• High evidential bar where there is potential for stranding: stranding 
can occur under low scenario as well as high!

• And ensure that account is taken of technology change: case must 
not be on basis of todays technology.

• Decision trees may be a useful presentational device



Defra/EA/CCRA flow chart



Test against alternatives

• Major site specific infrastructure expenditure should be assessed 
against:

- behaviour change, for example to reduce water use; 

- partnership working, for example around catchment management, 
and collaboration with other water companies where appropriate, 
for example to develop new innovations and solutions;

- learning, for example from the Ofwat innovation fund projects and 
from overseas and other sectors;

- testing through local and production scale pilots; and 

- interventions at systems level as well as at the individual 
infrastructure level. 



Trigger points and alternative pathways

• Identify when decision/core adaptive pathway might need to change 
and alternative pathway be invoked

• E.g. when would it be too late to build a new asset under high 
scenario, and is there evidence that we may be on course for high 
scenario

• Put in place monitoring and reporting to judge how things are turning 
out, and to justify moving to alternative pathway

• Would welcome some collaborative working between companies



Use of scenarios

• Scenarios are not multiplicative: 10% times 10% times 10% is 0.1%!

• Ensure that technology changes are factored in – low scenario 
technology can be assumed, high technology taken account of in that 
it may remove need for some short term interventions, but may also 
require some innovation spend/pilots

• Exogenous technology changes may require some investment to 
bring into sector/systems

• Common reference scenarios do not obviate case for looking 
regionally. Obviously need for additional water resources is greater in 
south and east than in North East.



Relation to DWMPs, WRMPs, WINEP/NEP, 
RAPID etc

• Need to bring all of these together with pathway to net zero in one 
long term strategy

• Methodologies may not all be identical (different times, and issues)

• But the work already done for WRMPs and DWMPs place companies 
in a good position to build toward long term strategies

• Need core pathway in addition to WRMP ‘most likely’: following 
discussion with EA

• Long term adaptive strategy will also bring things in which are in 
none of the other exercises – e.g. smart network, net zero.



What the document says

‘We want to support the investment that is needed to meet long-term 
goals. At PR24 and beyond, we will expect companies to demonstrate 
the need for enhancement investments with explicit reference to the 
long-term delivery strategy. This includes providing evidence that the 
proposed strategy is sufficiently adaptive to different plausible futures, 
such as through testing against scenarios. To encourage an enduring 
shift towards long-term adaptive planning in the sector, we are keen 
that the quality of long-term delivery strategies has a material bearing 
on the outcomes of the price review process’


