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Mark Thurston 
Chief Executive Officer 
Anglian Water Services Limited 
Lancaster House 
Lancaster Way 
Ermine Business Park 
Huntingdon 
PE29 6YJ 
 
Dear Mark, 
 

Cost change draft determination 2026 

13 August 2026 

I enclose in Appendix 1, the cost change draft determination by the Water Services 
Regulation Authority (Ofwat).  
 
This draft determination is published on our website. We also publish the following 
documents, which support our cost change draft determination for Anglian Water: 
 

• Cost change draft determinations 2026 - Sector Overview;  
• Cost Change draft determinations 2026 – Price control deliverables appendix;  
• Cost Change draft determinations 2026 – Asset health cross cutting issues 

appendix;  
• Cost change draft determinations 2026 – Asset health PCDs;  
• Cost change draft determinations 2026 – Growth PCDs; and the 
• Cost change draft determinations 2026 suite of models  

 
In accordance with sub-paragraph 15ZA.1 of Condition B: Charges of Anglian Water 
Services Limited’s appointments as a water and sewerage undertaker, Ofwat now gives 
notice of its intention to determine the questions set out in sub-paragraph 15ZA.3 of 
Condition B in relation to the following Eligible Item(s): 
 

- 3. Asset health  
  
I enclose the following additional information relevant to our decisions within the 
appendices of this document: 
 
Appendix 2: Our draft determination on how Anglian Water's expenditure allowances 
are funded. 
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Appendix 3: Our detailed assessment of, and decision on, Anglian Water's submitted 
claims.  

Anglian Water should ensure that it reads all the information referred above before 
responding to this consultation. The closing date for responding to this draft 
determination consultation is 24 September 2026. Anglian Water has published its cost 
change submission on its website. We include a link to this publication on our website.  

Yours sincerely,  

Helen Campbell 

Executive Director, Delivery 
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Appendix 2: Our draft determination on how we fund 
Anglian Water's expenditure allowances 

Anglian Water requested in-period funding for its cost changes allowances in its 
submission. 

We must determine whether expenditure allowed in the cost change process requires a 
change to company price controls to allow in-period funding. The cost change 
guidance notes set out our approach to assessing whether to provide in-period or end 
of period funding for allowed expenditure. The factors we consider are set out in 
section 5 of PR24 Cost change draft determinations 2026 – Sector overview document.  

Where we provide in-period revenue adjustments, this consists of:  

• any pay as you go expenditure reflecting operating expenditure (opex) allowances;  
• allowed return on any committed additions to RCV, based on the allowed return in 

companies' PR24 determination;  
• run-off on any committed additions to RCV based on the final determination RCV 

run-off rates for the relevant wholesale controls; and 
• where applicable, we will also provide issuance costs for additional required equity 

identified within the financial model at the same rate as for the final determinations 
of 2.5% of new equity. 

For Anglian Water we do not allow in-period funding for allowed expenditure. Details of 
the resulting revenue adjustments are set out in appendix 1 of this document. Our 
decision reflects our consideration of the relevant factors in the round. 

• We do not provide in-period funding for £102.8 million of allowed expenditure for 
Anglian Water's growth claim. In-period funding is not available for growth related 
expenditure in the 2026 cost change process, although this may be possible for 
2027.6 Funding for the growth allowances will be provided through an adjustment to 
RCV at 31 March 2030 and an adjustment to revenues over the 2030-35 price control 
period. 

• Our assessment of Anglian Water's Asset health expenditure claims are set out in 
detail in appendix 3. The £26.3 million of allowed asset health expenditure does not 
meet the materiality threshold so we do not provide in-period funding. Our 
assessment of materiality reflects our view of the allowed expenditure. Because this 
is below the materiality threshold for draft determination we do not provide in-
period funding for it. Funding for the allowed asset health expenditure will be 

 
6 We recently published a licence modification consultation which would allow in-period funding for growth 
from 2027. Ofwat, 'Demand-Growth-Cost-Change-Licence-Modification-Consultation.pdf', July 2026 
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provided as an adjustment to RCV at 31 March 2030 and an adjustment to revenues 
over the 2030-35 price control period.  

If Anglian Water wishes to make the case for in-period funding in its response to our 
draft determination, it should include consideration of the impact of both the cost 
change and ODI payment processes in its response to the draft determination7. This 
should take account of our draft determination (and the company's view of this) and 
any other factors or changes since it submitted its claims during the March to May 
2026 submission window. This should take account of the latest view on progress on 
delivering existing investment programmes. 

As part of the cost change process, we assess progress by companies in delivering their 
existing investment programme. We set out our assessment of delivery for Anglian 
Water. 

A2.1 Delivery assessment 
2025-30 delivery 

We reviewed the company's May 2026 delivery plan update. On balance, although we 
have some concerns about the company's output forecasts, overall, we consider that 
the company has provided sufficient and convincing evidence that it remains on track 
to deliver its PR24 commitments by the end of 2025-30 period. We provide a summary 
of our assessment below for water and wastewater.  

Water 

In its May delivery plan update the company showed the following positive indicators in 
relation to the 2025-30 period  delivery progress for water: 

• The company showed good progress in relation to water price control deliverables 
(PCD)  outputs, delivering above baseline target in 2025-26 (see section below on 
delivery in 2025-26). 

• The company reported meeting all of its interim milestones in 2025-26. 
• The company spent most of its water PCD allowances in 2025-26 and is forecasting 

to slightly overspend PCD allowances by the end of the 2025-30 period.  
• The company remains confident that it will deliver all of its PCD outputs by the end 

of the 2025-30 period. 

However, there are still some indicators that raise concerns in relation to the 
company's delivery forecasts for the 2025-30 period: 

 
7 Ofwat, 'IN 26/01 Submission of cost change applications', February 2026 
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• The company failed to provide information on interim milestone 38 which is the 
contract award stage. The company however explained that this is because it 
operates a different delivery model that does not map well to our interim 
milestones. It suggested that the contract award stage is closer to our interim 
milestone 2, which is the optioneering stage, as the work tends to be released to 
delivery partners at that stage of the process.  

• The company shows a back end loaded delivery profile, forecasting to have 
almost 50% of capital schemes not yet in construction by the end of 2027-28. 
This is below the sector average and so we are concerned that this leaves little 
headroom for the company to manage any risks and respond to unforeseen 
events, and deliver the programme in full by the end of the 2025-30 period. 

Wastewater 

In its May delivery plan update the company showed the following positive indicators in 
relation to the 2025-30 period delivery progress for wastewater: 

• The company showed good progress in relation to wastewater PCD outputs, 
delivering significantly more than baseline target in 2025-26 (see section below on 
delivery in 2025-26) 

• The company reported meeting most of its interim milestones (73%) in 2025-26. 
• The company remains confident that it will deliver all of its PCD outputs by the end 

of 2025-30 period. 

However, there are still some indicators that raise concerns in relation to the 
company's delivery forecasts for the 2025-30 period: 

• The company underspent its wastewater PCD allowances in 2025-26 by 42%, 
suggesting there may be some slippage in the delivery plan. The company is 
forecasting to catch-up with allowances by 2026-27 and overspend PCD 
allowances by the end of 2025-30 period.  

• The company failed to provide information on interim milestone 3 which is the 
contract award stage. The company however explained that this is because it 
operates a different delivery model that does not map well to our interim 
milestones. It suggested that the contract award stage is closer to our interim 
milestone 2, which is the optioneering stage, as the work tends to be released to 
delivery partners at that stage of the process.  

• The company shows a heavily back end loaded delivery profile, forecasting to 
have 67% of capital schemes not yet in construction by the end 2027-28. This is 
significantly below the sector average and so we are concerned that this leaves 

 
8 Ofwat, 'Delivery plan guidance', February 2026, section 2.1.3 
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little headroom for the company to manage any risks and respond to unforeseen 
events, and deliver the programme in full by the end of 2025-30 period. 

Delivery in 2025-26 

Based on its May 2026 delivery plan update, the company has demonstrated that it is 
not behind delivery in 2025-26: 

• On water, the company reported delivering 19% more PCD outputs (in value 
terms) in 2025-26 compared to baseline target. 

• On wastewater, the company reported delivering 200% more PCD outputs (in 
value terms) in 2025-26 compared to baseline target.  
 

A2.2 Financeability assessment 

Anglian Water requested in-period funding within its cost change submission. The 
company provided the impact of its current 2026 submission on key financial ratios and 
the impact of potential future submissions totalling £900 million over the next three 
years. The impact of the 2026 submission was marginal and the adjusted interest cover 
and funds from operations to net debt ratios remain above our final determination 
guidance for the target credit rating. Whilst the financial ratios deteriorated more 
rapidly when considering the impact of three years of cost change submissions, we will 
reconsider financeability at that time based on the actual submissions. 

Anglian Water also set out that in-period funding is essential to supporting the 
affordability of additional investment and investor confidence. The company also set 
out that customers strongly prefer phased bill changes rather than large step-changes 
at the start of a price control period. 

We have set out our approach to assessing financeability in annex A2.2 of the PR24 cost 
claim draft determinations 2026 sector overview report. We have assessed Anglian 
Water's financeability on the basis of the notional capital structure within a copy of the 
CMA's final determinations financial model by adding in the additional cost allowances 
in our draft deteminations. We have maintained other assumptions, including the 
allowed return on capital, in line with the final determinations that applied to Anglian 
Water. Our financeability assessment assumes the company spends its total 
expenditure (totex) allowances according to the profile set out in the final 
determinations and has no under- or out-performance. 

Although Anglian Water does not qualify for in-period revenue, we assess that Anglian 
Water remains financeable without the provision of in-period revenues. The additional 
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expenditure has a minor impact on financial ratios, which remain, on average, 
consistent with the target credit rating. 
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Appendix 3: Our assessment of and decision on Anglian Water's submitted claims 

This appendix sets out our detailed assessment of, and decision on each of the company's 2026 cost change claims. It should 
be read alongside the documents specified in the first page of this draft determination. 

In its response to the draft determination, the company should confirm, to the extent that it has not already done so, which 
proposed schemes could impact sites of special scientific interest (SSSIs) or land in National Parks, the Norfolk and Suffolk 
Broads, or areas of outstanding natural beauty.   

  
























































































