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Lawrence Gosden 
Chief Executive Officer 
Southern Water Services Limited 
Southern House, Yeoman Road 
Worthing 
Sussex 
BN13 3NX 

Dear Lawrence  

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), including proposed changes to Price Controls for the 
period from 1 April 2027 to 31 March 2030.  
 
This draft determination is published on our website. We also publish the following 
documents, which support our cost change draft determination for Southern Water: 

• Cost change draft determinations 2026 - Sector Overview; 
• Cost change draft determinations 2026 – Asset health cross cutting issues 

appendix; 
• Cost change draft determinations 2026 – Price control deliverables (PCD) appendix; 
• Cost change draft determinations 2026 – Asset health PCDs; and the suite of 

• Cost change draft determinations models for Asset health, Large Gated Schemes, 
Havant Thicket and Major Projects. 

In accordance with sub-paragraph 15ZA.1 of Condition B: Charges of Southern 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 
- 4. Major Projects Development Costs 
- 5. Changes in charges payable under the Havant Thicket Agreement 
- 6. [WTW1] and [WTW2] Water Treatment Works scheme 
- 7. Hastings & Isle of Sheppey resilience scheme 
- 8. Sandown Wastewater treatment Works reuse scheme 
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I enclose the following additional information relevant to our decisions within the 
appendices of this document: 

Appendix 2: the impact of our draft determination on Southern Water's customers' bills 
from 1 April 2027 to 31 March 2030 and price controls.  

Appendix 3: Our draft determination on how Southern Water's expenditure allowances 
are funded 

Appendix 4: Our detailed assessment of, and decision on, Southern Water's submitted 
claims.  

Southern Water should ensure that it reads all the information referred to above before 
responding to this consultation. The closing date for responding to this draft 
determination consultation is 24 September 2026. Southern 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 3: Our decisions on how we fund Southern 
Water's expenditure allowances 

Southern 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 summarised 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 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 Southern Water we allow in-period funding for some of the allowed expenditure. 
Details of the revenue adjustments are set out in appendix 1 of this document. Our 
decision reflects our consideration of the relevant factors in the round. 

• We provide in-period revenue funding for £542.8 million allowed expenditure 
during the 2025-30 control period, related to Havant Thicket, major projects, 
and its large gated schemes. This funding will allow Southern Water to progress 
this work during the current price control period. We will make an adjustment to 
RCV at 31 March 2030 for allowed totex not recovered in-period. 

• We do not provide in-period funding for £3.2 million of allowed expenditure for 
Southern Water's gravity sewers inspections claim. We set out in our PR24 Cost 
change guidance for gravity sewers, that any adjustments to allowances for 
increased gravity sewer inspections would be funded through an end-of-period 
adjustment.7  

• We do not provide in-period funding for £144.8 million of allowed expenditure for 
Southern Water's asset health claim. 

In our assessment we carefully considered the financial impact of the additional 
expenditure we allow and how a company is progressing against delivery of its existing 

 
7 Ofwat, 'PR24 Cost change process: Gravity sewers investment assessment guidance', February 2026, p.9   



9 
 

investment programme. We set out our assessment of these below. We consider that 
Southern Water would face a financeability constraint without in-period revenue 
funding, particularly towards the end of the 2025-30 price control period. However, this 
assumes that Southern Water spends all of its cost allowances and has no under- or 
out-performance. The company has not provided sufficient and convincing evidence 
that it is on track to deliver its water or wastewater commitments over the 2025-30 
price control period. Delivery in 2025-26 has also failed to demonstrate that it is not 
behind on its delivery of its commitments.  

The company provided information on customer views, stating that customers broadly 
recognised the need for investment to maintain resilient services and accommodate 
future demand. However, there were concerns regarding trust, affordability, and 
perceived company performance and concerns over the cumulative impact of multiple 
investments on bills. Some customers questioned whether water treatment works 
upgrades constituted routine maintenance and should therefore require additional 
customer funding. 

Overall, considering all the factors, our draft determination is to allow in-period 
revenue funding related to Havant Thicket, major projects, and its large gated 
schemes, but not to allow in-period revenue funding for asset health expenditure. This 
recognises that Southern Water may face a financeability constraint without the 
provision of in-period revenue adjustments and that work relating to Havant 
Thicket, major projects, and its large gated schemes needs to be progressed within the 
2025-30 period. But it also recognises the company has not provided sufficient and 
convincing evidence to demonstrate that it remains on track to deliver its PR24 
commitments by the end of the price control period. In the circumstances, we do not 
think that it is appropriate to require customers to provide Southern Water with 
additional revenue for asset health at this stage when it is behind in delivering 
investment that customers are already funding.   

Funding for asset health expenditure will be provided as an adjustment to RCV at 31 
March 2030 and an adjustment to revenues over the 2030-35 price control 
period. Should Southern Water be able to provide sufficient and convincing 
evidence that it is on target to deliver its commitments over the 2025-30 price control 
period in cost change submissions in future periods, the company may consider 
whether to request in-period funding for this.  

We expect Southern Water to set out, or update, its consideration of the impact of both 
the cost change and outcome delivery incentives (ODI) payment processes in its 
response to the draft determination8. This should take account of our draft 
determinations and its view of this and any other factors or changes since it submitted 

 
8 Ofwat, 'IN 26/01 Submission of cost change applications', February 2026 
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its claims during the March to May window. This should take account of the latest view 
on progress on delivering existing investment programmes.  

A3.1 Delivery assessment 

2025-30 delivery 

We reviewed the company's May 2026 delivery plan update. On balance, we consider 
that the company does not provides sufficient and convincing evidence to demonstrate 
that it remains on track to deliver its PR24 commitments by the end of the 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 2025-30 delivery progress for water: 

• The company reported meeting most of its interim milestones (77%) in 2025-26. 
• The company spent most of its water price control deliverables (PCD) allowances 

in 2025-26 and is forecasting to slightly underspend PCD allowances by the end 
of 2025-30 period.  

• The company is forecasting to have released 76% of its capital schemes to the 
supply chain by the end of 2026-27.  

• The company is forecasting to have 74% of its capital schemes in construction or 
delivered by the end of 2027-28. 

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

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

• The company showed little progress in relation to water PCD outputs, delivering 
significantly below baseline target in 2025-26 (see section below on delivery in 
2025-26).  

• Underperformance in year 1 is partly due to mains renewals, where the company 
explained that it had paused its base related programme during the CMA PR24 
redeterminations process. Although the company is now forecasting to deliver 
its mains renewal programme by the end of the 2025-30 period, we have  
concerns that the company may not be able to recover the year 1 under delivery 
given the scale and complexity of the programme.  

• The company also stated that some of the options within its Water Resources 
Management Plan are no longer affordable or feasible and so it will have to 
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replace them to deliver its water supply PCD. We have concerns  that this 
process could cause delays in the company's 2025-30 water supply programme.  

Wastewater 

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

• The company reported meeting nearly all of its interim milestones (99%) in 
2025-26. 

• The company spent most of its wastewater PCD allowances in 2025-26 and is 
forecasting to slightly overspend PCD allowances by the end of the 2025-30 
period.  

• The company is forecasting to have 72% of its capital schemes in construction or 
delivered by the end of 2027-28. 

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

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

• The company is not forecasting to deliver all of its PCD targets by the end of the 
2025-30 period. The company is anticipating slippage into the 2030-35 period 
for its Growth at sewage treatment works programme, delivering only 33% of 
output by March 2030. The company explains that analysis of recent flow and 
population forecast data indicates that growth is not materialising as expected 
in some sites and that it  will have to reprioritise and substitute schemes. It also 
explains that the programme is complex and that it will re-assess every year 
whether removing infiltration may achieve some of the benefits intended under 
this PCD. 

Delivery in 2025-26 

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

• On water, the company reported delivering 69% less PCD outputs (in value 
terms) in 2025-26 compared to baseline target. 

• On wastewater, the company reported delivering 73% less PCD outputs (in value 
terms) in 2025-26 compared to baseline target. 
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A3.2 Financeability assessment 

Southern Water requested in-period funding within its cost change submission. 
Southern Water provided analysis of the impact of the cost change process on its 
financeability in the absence of in-period revenue, The analysis set out that the 
financial ratios, gearing, adjusted interest cover (AICR), and funds from operations to 
net debt (FFO/net debt) all showed deterioration over the 2025-30 control period, and 
gearing increased over the same period. The company concluded that access to debt 
funding would become constrained and costly, and equity issuance would be 
challenging. 

We have set out our approach to assessing financeability in annex A2.2 of the PR24 cost 
claim draft determinations 2026 sector overview document. We have assessed 
Southern 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 determination. We have maintained other assumptions, 
including the allowed return on capital, in line with the final determinations that 
applied to Southern Water. Our financeability assessment assumes the company 
spends its totex allowances according to the profile set out in the final determinations 
and has no under- or out-performance. 

In the round, we consider that Southern Water may face a financeability constraint 
without the provision of in-period revenue adjustments. As per the company's own 
analysis, AICR and FFO/net debt deteriorate over the 2025-30 control period. The 
financial ratios in our assessment are significantly below the guidance for a Baa1/BBB+ 
rating for the last two years  of the current price control period. We consider that the 
financial ratios may not support the target credit rating for these two years. However, 
as noted above this assumes that Southern Water spends all of its cost allowances and 
has no under- or out-performance.
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A4.2.2 Large Gated Schemes – Southern Water – WTW 1 

The following table summarises our draft determination regarding Southern Water WTW 1 Submission 2.  

The company's proposal is for the replacement of existing treatment processes at the site for the purpose of supply resilience, 
addressing six Final Enforcement Order (FEO) actions, five non-FEO actions and new capacity added to meet the demand increase 
outlined within Southern Water's latest water resources management plan (WRMP).66 Within the submission, Southern Water requests 
£322.965 million through the cost change process, in addition to the development allowance provided at PR24 of £20.526 million. This 
is part of Southern Water's wider plan to improve site resilience and reliability and mitigate vulnerabilities across its wider network 
water supply zones.  

In our assessment of Submission 2, we focussed on: 

• cost evidence to enable us to make decisions on cost allowances for schemes; and   
• the quality of the submission in line with our large scheme gated guidance to ensure the sufficient development and maturity of 

the scheme.67 

Overall, we conclude that the WTW 1 Resilience Submission 2 falls short of meeting expectations in some areas, as set out in more 
detail in the WTW 1 Resilience quality assessment below. WTW 1 Resilience should progress to delivery phase and we propose an 
efficient allowance for delivery of this programme as part of our draft determination, as set out in our deep dive assessment in the 
WTW 1 Resilience Deep Dive Assessment below: 

 
66 Southern Water, Water Resources Management Plan, Final Draft WRMP 2024, May 2025 
67 Ofwat, 'PR24 Large Schemes Approach Guidance', August 2025 

































Assessment 

criteria 

Assessment 

replacement of solar farm, additional generator, access road), via quantitative cost 

benefit analysis. The company provides sufficient and convincing evidence that the 

chosen preferred option for the pre-disinfection treatment solution is the 'best 

option' with information in its Submission 2 document and a

separate appendix.

Detailed Decision - For the pre-disinfection treatment solution (Ceramic 

Membrane, GAC, etc.), no additional evidence is required. For the additional scope 

items (Control Room Relocation, Additional Generator, etc.), additional evidence of 

optioneering and demonstration that the best option has been selected is required. 

Therefore, we apply a 10% challenge to three of the remaining Emerging Scope 

elements - this will include (£22.13 million), Additional 

Chlorine Bulk Storage Tank £3.57 million , Additional Contact Vessels (£2.40 

million), the total challenge applied will be £2.81 million. (£1.21 million) 

has not been included in this challenge as there is unlikely to be alternative 

compliant options. We also do not include Additional Generator (£7.00 million) in 

this challenge as it has been challenged under a different area, however we still 

expect evidence of optioneering and demonstration that the best option has been 

selected for this emerging scope element also. 

To achieve a Pass at final determination for the Best Option criteria, the company 

must provide sufficient and convincing evidence of: 

67 

Decision 

Criteria Adjustment 
(applied 
and/ or 
conditional) 

















Assessment Assessment Decision 

criteria Criteria Adjustment 
(applied 
and/ or 
conditional) 

to understand how any relevant cost savings/ 'unused' allowance would be returned 
to customers. 

Detailed Decision - We propose a non-delivery PCD that tracks the delivery of the
additional capacity, FEO completion and different scope items of the investment, 
including the core items and the allowed additional scope items. The non-delivery 
PCD payment rate will be calculated as the allowed expenditure for each item. If the 
company fails to deliver any specified item, the allowed expenditure for the item will 
return to customers. 

A4.2.3 Large Gated Schemes - Southern Water - Hastings 

The following table summarises our draft determination regarding Southern Water's Hastings Network Resilience Submission 2. 

The company's proposal is to deliver a wider Hastings resilience package intended to improve resilience across the standalone Hastings 
water resource zone. The package includes the Darwell to Beauport raw water main replacement, Darwell-related enabling works on 
the existing raw water main, upgrades at WTWl and-WTW2.- treated water 
distribution works, and direct managed capex interventions across Brede, Beauport and Darwell. 99 Within the submission, 

99 Southern Water, 'CCP006 - Hastings Resilience Submission 2', May 2026, pp.6-7, Executive Summary (Table 1); pp.8-9, section 2.3 
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Assessment 

Area 

Risk Register 

Summary of quality assessment 

PR24 cost position, subsequent optioneering estimates and the Submission 2 estimate. While the Change Log and 

supporting evidence demonstrate changes in route selection and design development, including progression towards an 

offline replacement route, it does not clearly quantify the associated cost impacts or distinguish costs relating to the 

original raw water main driver from those associated with wider resilience, compliance, net zero or other scope 

elements.109 

The company has provided a detailed risk register for the Hastings/ Darwell submission, representing a material 

improvement on the evidence available at Submission 1. The register includes quantified risk allowances, proposed 

mitigation measures and supporting information relating to risk ownership and key assumptions. Risks have been 

identified across the principal areas affecting delivery of the Darwell raw water main, including route selection, surveys, 

planning and consents, construction activities, third-party interfaces and wider delivery constraints. Programme risks 

associated with surveys, approvals, procurement and construction are also identified, with quantified cost impacts 

providing a more developed assessment of potential delivery uncertainty. 110 

The submission provides evidence that risk mitigation has been considered and applied, with the Darwell delivery partner 

(M Group) risk reducing from £16.271 million pre-mitigation to a target exposure of £12.402 million following mitigation. 

However, some residual uncertainty remains around risk ownership, overlap with other cost items and how risk allowances 

interact with wider cost assumptions. The commercial assurance report also identifies areas requiring further review, 

including risk ownership and the potential overlap between environmental, biodiversity net gain, ecology, archaeology and 

ground condition risks. Overall, the risk register provides a more comprehensive and transparent assessment of delivery 

110 Southern Water, 'Hastings Appendix 6A - Detailed Programme: Darwell to Beauport Raw Water Main', May 2026; Southern Water, 'Hastings Appendix 6B - Key Risk 
Register', May 2026 
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Assessment 
Area 

Change Log 

Summary of quality assessment 

Submission 1 and provide useful evidence regarding the maturity of the design and cost development undertaken. 
However, the assurance reports do not remove all delivery, cost or planning-related uncertainties identified elsewhere 
within the submission. 107 

It is also not currently clear from the evidence reviewed whether all actions, recommendations or caveats raised through 
the assurance process have subsequently been closed by Southern Water. Southern Water states that the submission has 
been subject to executive and board-level governance, although the evidence provided in the submission does not include 
a standalone Board Statement or full record of formal governance approval. The assurer has not provided a letter of 
reliance in line with our guidance, 108 which would implement the duty of care to Ofwat required at final determination. We 
expect Southern Water to make sure this is provided in response to our draft determination. 

The company has provided a completed Change Log for Submission 2 which provides a structured record of changes in 
scope, costs and programme relative to PR24 and Submission 1. The Change Log represents a material improvement on 
the evidence available at Submission 1 and supports the view that the scheme has evolved significantly since the original 
submission. In particular, the evidence indicates that the scope has expanded beyond the original Darwell to Beauport raw 
water main proposal to encompass a wider Hastings resilience package, including Darwell-related enabling works,. 

WTWl, WTW2, Udimore, direct management capex, net zero and other 

The Change Log provides evidence of material cost increases between PR24, Submission 1 and Submission 2 and helps 
explain the principal drivers of these movements. However, it does not fully reconcile the relationship between the original 

107 Southern Water, 'CCP006 - Hastings Resilience Submission 2', May 2026, section 10; Jacobs, 'Hastings Appendix 10B - Technical Assurance Report', April 2026; 

Jacobs, 'Hastings Appendix lOC - Commercial Assurance Report', April 2026 
108 Ofwat, Assurance requirements for delivery of enhancement schemes appendix, December 2024 
109 Southern Water, 'Hastings Annex 5D - Change Log', May 2026; Southern Water, 'CCP006 - Hastings Resilience Submission 2', May 2026, pp.6-7, Table 1; pp.8-9, 

section 2.3 
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A4.3 Development costs for major projects  
Summary of Request 

Southern Water has requested £36.84 million through the cost change process for additional development allowances identified on the 
White Horse Reservoir Project. This request relates to the changes in scope on White Horse Reservoir and preparation for the upcoming 
Development Consent Order (DCO) application and procurement, requiring further design and environmental activities. 

Company Evidence 

The majority of Southern Water's cost change request, equating to £30.77 million, is underpinned by Thames Water's cost forecast on 
the White Horse Reservoir project. This is because Thames Water is the lead company on the development of White Horse Reservoir. The 
evidence presented in Southern Water's submission and its request for additional core development expenditure aligns with the 
information presented by Thames Water. 

Southern Water provided a Board Assurance statement confirming that it continues to support the development of this project and 
therefore additional development costs required, subject to a number of conditions. This was in line with the expectations set out in our 
cost change process guidance. 

The remaining £6.07 million relates to additional expenditure required internally for Southern Water as a result of the increased scope 
on White Horse Reservoir. Specifically, these costs are being driven by an increase in the supporting team both internally and externally 
to manage additional assurance, legal fees and the development of the Bulk Supply Agreement. These costs were also supported by 
relevant Board Assurance statements submitted as part of the cost change request. 

Our Assessment 

In assessing Southern Water's request, we have considered all the evidence provided to us as part of the cost change submission, as 
well as relevant areas of the Thames Water cost change submission, including additional areas of clarification that were sought. 
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Our review considered whether the proposal was fully understood and granular breakdown of costs were provided, with a clear 
reconciliation back to the PR24 final determinations. In addition to this, we considered whether the cost request was in line with the 
ongoing engagement as part of the Major Water Infrastructure Programme and therefore whether costs were supported by aligning 
evidence, including upcoming project milestones, risks and opportunities.  

Draft determination 

Southern Water has provided sufficient and convincing evidence that there is a need for additional development expenditure on White 
Horse Reservoir. We are therefore proposing to accept the full request of £36.84 million.  

Following engagement with Southern Water, we have a reflected a more accurate profiling of their cost request due to the timing of 
expenditure being incurred on White Horse Reservoir, and required to be reimbursed to Thames Water. 
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A4.4 Enhanced Havant Thicket Reservoir Project (CAM2) 

Draft determination summary 

Southern Water has requested £49.87 million through the 2026 cost change process to reflect the additional costs associated with the 
Havant Thicket Reservoir (HTR) project. The request relates to changes in project scope required to integrate the reservoir with the 
Hampshire Water Transfer and Water Recycling (HWTWR) scheme (the "Alignment Works") – combining to deliver the Enhanced Havant 
Thicket Reservoir Project ("Enhanced HTR") – and the redesign required following the discovery of unforeseen ground conditions, 
comprising shear surfaces and sand formation, discovered during early excavation in late 2023. 

Our current view is that an efficient allowance lies within a range of £44.8 million to £49.87 million. We expect to determine a specific 
point within this range following publication of our draft decision on Portsmouth Water's second Cost Adjustment Mechanism (CAM2) 
application. CAM2 is the mechanism established at PR24 to assess the additional costs associated with the Alignment Works and 
addressing the unforeseen ground conditions discovered during construction. It provides the evidential basis for Southern Water's cost 
change request. Under the bulk supply agreement between Southern Water and Portsmouth Water, Southern Water would be required 
to pay Portsmouth Water the increased costs decided through the CAM2 process. 

For the purposes of this draft determination, we have included a conditional allowance based on the midpoint of this range. This 
reflects our current best estimate of efficient costs while recognising that the final allowance will depend on the outcome of the CAM2 
process and any additional evidence received before our final determination. 

Company evidence 

Southern Water's cost change request is underpinned by Portsmouth Water's CAM2 application for the Enhanced HTR Project. Southern 
Water provided a Board support letter confirming that it continues to support the strategic need for the Enhanced HTR Project and, in 
principle, supports Portsmouth Water's CAM2 submission, subject to a number of observations and conditions. The enhanced project 
would provide significantly increased water supply and resilience in the region compared to the scope of the original Havant Thicket 
project. 
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Our review of the cost change request has drawn heavily on the extensive assurance and scrutiny undertaken through the CAM2 
process. Between November 2025 and April 2026, we undertook a detailed deep-dive review of Portsmouth Water's submission. This 
included structured reviews of construction costs, non-construction costs, client delivery costs, programme impacts, risk allowances 
and the wider regulatory framework. As a result of this process, Portsmouth Water's final CAM2 submission was lower than its draft 
submission, reflecting efficiencies identified through our challenge and evidence review. 

Portsmouth Water submitted detailed evidence packs covering each cost area, accompanied by independent assurance undertaken by 
Arcadis. We supplemented this through an extensive programme of engagement involving challenge sessions, technical workshops, 
commercial reviews and a formal clarification process. Our assessment was further supported by independent technical and 
commercial advisers. 

As a result, Southern Water's cost change request benefits from a significantly greater level of scrutiny and assurance than would 
typically be available through a standalone cost change submission. We therefore consider that the evidence base supporting the 
request is robust and comprehensive. 

Our assessment 

In assessing Southern Water's request, we have primarily relied on the evidence, challenge and assurance developed through the CAM2 
process. Our review considered whether the additional scope is justified, whether costs are supported by sufficient evidence, whether 
they represent efficient delivery and whether the resulting package appropriately protects customers. 

We have also considered Southern Water's support for the proposed costs and the importance of the Enhanced HTR Project to Southern 
Water's wider water resources strategy. Southern Water considers the Enhanced HTR to be a critical component of its long-term 
supply-demand balance and environmental programme, including reducing abstraction from environmentally sensitive chalk streams 
and improving resilience for customers across Hampshire. 

The detailed rationale for our assessment, including our review of individual cost categories, risk allowances, delivery incentives and 
financing arrangements, is set out in the Enhanced HTR Project  CAM2 draft decision document due to be published in the coming 
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months. The allowance included in this draft determination is therefore conditional on the outcome of that process. We expect to 
publish that draft decision within the next two months and a final decision approximately six weeks after that. We will provide a link to 
the final CAM2 decision in our final cost change documentation. 

Draft determination 

Our emerging view is that the majority of the additional costs associated with the Alignment Works and the unforeseen ground 
conditions are justified and fall within the defined scope of CAM2. 

However, our review has also identified opportunities for efficiency improvements and areas where reductions are appropriate. In the 
draft CAM2 decision, we propose targeted challenge to construction costs, non-construction and client delivery costs, and risk 
allowances, while recognising the advanced stage of contracting and the need to maintain deliverability of the project. 

Taken together, this results in an assessed conditional allowance range of £44.8 million to £49.87 million for Southern Water's cost 
change request. For the purposes of this draft determination, we have used the midpoint of this range. The final allowance will be 
determined following completion of the CAM2 process and will be reflected in our final cost change determination. At that point, we will 
also publish links to the supporting CAM2 documentation and set out the basis for the final allowed revenue adjustment. 
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