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Louise Beardmore 
Chief Executive Officer 
United Utilities Water Limited 
Haweswater House, Lingley Mere Business Park 
Lingley Green Avenue 
Great Sankey 
WA5 3LP 
 
Dear Louise  

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 United Utilities: 

• 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 
• Cost change draft determinations models for Asset health, Large Gated Schemes 

and Growth.  

I enclose the following additional information relevant to our decisions within the 
appendices of this document: 

Appendix 2: Our draft determination on how United Utilities' expenditure allowances 
are funded 

Appendix 3: Our detailed assessment of, and decision on, United Utilities' submitted 
claims.  

United Utilities 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. United Utilities 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 decisions on how we fund United Utilities' 
expenditure allowances 

United Utilities did not request in-period funding in its cost change submission. 
Therefore, we set out in this draft determination that funding of the additional 
expenditure allowances over the period to 31 March 2030 will be provided through an 
adjustment to RCV at 31 March 2030 and an adjustment to revenues over the 2030-35 
period.  

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 United 
Utilities. 

A2.1 Delivery assessment 
AMP8 delivery 

We reviewed the company's May 2026 delivery plan update. On balance, although we 
have concerns about the company's output forecasts, overall, we consider that the 
company 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 positive indicators in relation to 
2025-30 delivery progress: 

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

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

• The company is forecasting to have 84% of capital schemes in construction or 
delivered by the end of 2027-28. This should provide the company with sufficient  
headroom to respond to unforeseen events and manage any delivery risks. 

• The company remains confident that it will deliver 100% 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 

• The company reported meeting 63% of its interim milestones in 2025-26 which 
is below the sector average. This is due to delays for resilience schemes, which 
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the company explained in its delivery plan is due to reprofiling of the programme 
to generate programme level efficiencies.  

• The company is forecasting to have 54% of capital schemes not yet released to 
the supply chain by the end of 2026-27. This is above the sector average. 
However, we understand that most of these capital schemes are due to be 
delivered in the 2030-35 period. 

Wastewater 

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

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

• The company reported meeting most of its interim milestones (90%) in 2025-26. 
• The company is forecasting to have 72% of its capital projects 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. This is with the exception of some Water Industry 
National Environment Programme (WINEP) obligations which are no longer 
required and therefore no longer part of the WINEP. 

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

• The company underspent allowances in 2025-26 by 37%. The company explained 
that this is because expenditure profiles have deviated from delivery plan 
assumptions. This includes bundling some projects together where it is more 
efficient to do so. The company forecasts to catch-up with expenditure by the 
end of 2028-29, forecasting to slightly overspend its allowances by the end of 
the 2025-30 period.  

• The company is forecasting to have 53% of capital schemes not yet released to 
the supply chain by the end of 2026-27 which is above the sector average. We 
are concerned that this could lead to slippage later in the 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: 
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• On water, the company reported delivering 4% less PCD outputs (in value terms) 
in 2025-26 compared to baseline target. We consider this underperformance to 
be small given the early stage of the regulatory period. 

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

A2.2 Financeability assessment 

United Utilities did not request in-period funding within its cost change submission. As 
such, we have not assessed financeability for the company. The company set out that it 
would likely request in-period funding as part of a future cost change process. In this 
case, we will assess its financeability at that stage along with the other factors relevant 
to in-period funding set out in the cost change draft determinations sector overview. 
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design, construction and programme management capacity to deliver the proposed 
investment.84 
 
The company identifies key delivery risks, including maintaining treatment capacity during 
construction, dry weather constraints, interfaces with live operational assets and supply chain 
availability. It sets out mitigation measures including refurbishment of one filter at a time, 
operational impact assessments, early engagement with operational teams and use of 
established delivery frameworks.85  
 
The company also explains that each site has undergone deliverability and constructability 
assessment, with programme sequencing designed to maintain operational service levels 
throughout delivery. The proposed interventions are refurbishment activities within existing 
operational sites and are planned to be completed between January 2027 and March 2030.86  
 
Our assessment - The company provides a clear and credible delivery strategy for the 
proposed programme. The investment comprises refurbishment of existing assets at 
operational treatment works rather than construction of new facilities, reducing the 
complexity of delivery. The company demonstrates that deliverability has been considered at 
both programme and site level through operational impact assessments, constructability 
reviews and supply chain planning. 87  
 
The company identifies a range of delivery risks and provides proportionate mitigation 
measures. In particular, it proposes a phased delivery approach that limits outages by 
refurbishing one filter at a time, helping to maintain treatment capacity during construction. 

 
84 United Utilities, ’Asset Health Business Case: Protecting Rapid Gravity Filters‘, April 2026, pp. 45-46 
85 United Utilities, ’Asset Health Business Case: Protecting Rapid Gravity Filters', April 2026, pp. 45-46 
86 United Utilities, ’Asset Health Business Case: Protecting Rapid Gravity Filters', April 2026, pp. 46-48, pp. 51-54 
87 United Utilities, ’Asset Health Business Case: Protecting Rapid Gravity Filters', April 2026, pp. 45-48 
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end of life. Sites have been prioritised for investment for the 2025-2030 period based on their 
condition grade with the nitrifying trickle filters requiring specific intervention based on asset risk.  

We accept the company's view of ‘what base buys’ (implicit allowance) across its asset proposals, 
which is clear and in line with a view of what base buys based on historical sector expenditure 
rates. This provides reassurance that the requested investment is incremental to base allowances, 
and that customers are not paying twice for investment. 

 

A3.2 Growth  

United Utilities submitted two demand growth claims in relation to water resources options. These relate to data centre and green 
energy developments.  

Within the price control framework, these activities are normally classified as ‘third party services’, either ‘non-potable water (which is 
not a bulk supply)’ or through identifiable ‘rechargeable works’. Such costs are traditionally recovered directly from the customers 
asking for supply, not the generality of customers.  

PR24 included a cost reconciliation mechanism for third party services where activity levels differ to that forecast. But that framework 
reflects the stable position presented at the time, with no or little demand for expenditure on non-potable assets and other services 
expected, leading to limited risk to the generality of customers. The reconciliation mechanism remunerates companies for the lesser of 
the additional cost incurred or revenue received over the five-year price control period. It is an effective cost reconciliation mechanism 
where: 

• the company charges the third party at the start for all costs incurred in the period; and  
• the profiling of costs and revenues align throughout the price control period. 
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However, the proposals from United Utilities are a material step change in expenditure to deliver the required infrastructure compared 
to historical levels and the company's forecasts at PR24, as well as a proposed change in the timescales for the cost recovery from the 
third parties. Conscious of the consumer objective, we do not consider that it is appropriate for other customers to bear the risk of 
funding this investment if the costs are not recovered from the relevant third parties. Therefore, we do not think it is appropriate for 
these costs to be funded in the usual way.  

We are proposing that costs classified as third party services are ring-fenced and that, at PR29: 

• United Utilities will be allowed to retain any additional revenue (compared to forecasts) recovered from the parties concerned 
during 2025-30 through the PR24 third party services reconciliation mechanism; and  

• we will ensure that there is an appropriate mechanism so that United Utilities can retain recovered from the relevant third parties 
from 2030 onwards to recoup the costs already incurred. 

Ringfencing third party costs will protect the generality of customers from potentially funding assets that could be stranded should the 
developments not go ahead or if there are delays in the costs being covered from the relevant third parties. It also ensures that United 
Utilities can retain the revenue it receives from those third parties for the costs it incurs, even though it expects to recover those costs 
over a longer period than normal. 
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post-manufacturing effluent strategies, varying water quality requirement, and survey of 
archeologically sensitive areas130. It also provides technical assurance completed by Jacobs 
solutions131. 
 
Our assessment: The delivery plan is credible and well developed, demonstrating alignment 
between programme scope and delivery capacity; clear identification of key risks (e.g. 
planning, land, commissioning); and appropriate mitigation strategies.  

 
130 United Utilities, Cost Change Submission 2026 Growth in Water Resources - Clean energy growth in Ellesmere Port, p35-38. 
131 Jacobs U.K. Limited, Growth business cases Technical Assurance, Independent Assurance Report, pp. 1-5. 
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A3.3 Large schemes gated process   
A3.3.1 Windermere Package 1 

The following table summarises our draft determination regarding United Utilities' Windermere Package 1 Submission 2.  

The company's proposal for this package is to deliver six improvements across phosphorous and sanitary schemes, to achieve tighter 
discharge permits to meet 2025-2030 Water Industry National Environment Programme (WINEP) requirements. Within the submission, 
United Utilities requests a claim of £18.8 million through the Cost Change Process. This is part of United Utilities’ wider plan to invest in 
Windermere, with further investment in Package 2 and Package 3 to follow through the large scheme gated process. 

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.132 

Overall, we have concluded that Windermere Package 1 Submission 2 "Meets Expectations" – our reasons for this assessment can be 
found in the Windermere Package 1 quality assessment below. Windermere Package 1 should progress to delivery phase and we 
propose an efficient allowance for delivery of this programme as part of our draft determination. Our reasons for this allowance can be 
found in our deep dive assessment in the Windermere Package 1 deep dive assessment below. 

 
132 Ofwat, 'PR24 Large Schemes Approach Guidance', August 2025 
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The company highlight the wider strategic risk and political focus on Windermere, Lake 
Windermere is a National Park (a protected landscape) and is part of the United Utilities "only 
rainwater" vision, therefore the company are incentivised to seek improvements beyond 
minimum statutory requirements.135  

The third-party commercial136 and technical137  assurer confirm they are satisfied by the need for 
enhancement. 

The company request includes an additional £2 million included to improve power resilience as 
part of its package 1 proposal. The company highlight that package one sites have experienced 
regular mains failures and voltage disturbances, specifically there have been 98 mains power 
failures at Near Sawrey in the past five years, in addition to voltage disturbances138.  The 
company also states that if power to the FujiClean sites was interrupted the pumping stations 
would not operate and treatment would be lost, which could result in pollution events.  

The company also proposes additional power resilience for Grasmere WwTW and Ambleside 
WwTW. However, it is not clear whether the proposal for power resilience is limited to the 
additional works or is proposed for the entire site. 

Our assessment 

For WINEP schemes, we validate the need for each investment area against companies' 
obligations set out in the WINEP. We do not challenge the need for company proposals under 

 
135 United Utilities, 'UUWLGS_P1S2_01 Windermere' May 2026, p.5, section 1.1.8  
136 United Utilities, 'UUWLGS_P1S2_03', May 2026 
137 United Utilities, 'UUWLGS_P1S2_02', May 2026 
138 United Utilities, 'UUWLGS_P1S2_01 Windermere' May 2026, p.8 
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WINEP/NEP enhancement expenditure where requirements are needed to comply with statutory 
obligations; are validated against the WINEP.  

There is a clear need for investment to meet the WINEP driver requirements, and the company 
provides an evidenced submission that meets the challenge of more stringent permits and 
explains the specific regional challenges. The company also looks ahead to a 25-year planning 
horizon and is rising to meet the public scrutiny on a high-profile site. Support has been given by 
the Environment Agency for the programme of chemical dosing and given the nature of the 
catchment there is an incentive to go beyond minimum statutory requirements. No cost 
challenge is proposed.  

We set the condition that if future evidence shows permit non-compliance at any site included in 
package 1 we may clawback a percentage of the allowance. 

In relation to the power resilience investment, on the basis that the FujiClean sites are entirely 
new assets, we accept the need to ensure that they are resilient falls within the scope of 
enhancement investment. We have some concerns with regards to the power resilience 
proposals for Grasmere WwTW and Ambleside WwTW, on the basis that providing power 
resilience to the existing site should be funded from base or climate change uplift allowances. As 
a result, we consider that this may be overlap with base expenditure. 

We apply a conditional adjustment of £2 million to address potential overlap between the 
proposed power resilience investment and base allowances or additional climate change uplift.   

To achieve a pass at final determination, the company should provide sufficient and convincing 
evidence of the need for power resilience improvement at Grasmere WwTW and Ambleside 
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The company has described that a single supply chain partner for the four larger projects was 
identified through an internal process, and the separate single partner was identified for the two 
smaller projects.141  

Our assessment- In carrying out our assessment, we are cognisant of our statutory obligations 
including those relating to habitats and species, river basin management plans and Protected 
Landscapes in England. The company's design choices reflect these requirements with regard to 
measures such as constructing the Motor Control Centre at Troutbeck WwTW, Near Sawrey WwTW 
and Outgate WwTW of stone with slate roofs to blend in with the landscape and align existing 
buildings142. At Near Sawrey, the design includes a low embankment so new equipment can be 
partially buried, further reducing visual impact. The company has also provided details on 
their traffic management planning, especially at sites near tourist attractions or sensitive areas, 
to minimise disruption. Temporary compounds and access routes are designed to reduce impact 
on local communities and the environment.143 

The company provides sufficient and convincing evidence to demonstrate that the proposed 
investment is the best option for customers. At Near Sawrey, existing biological treatment is 
retained and enhanced, while the schemes as Grasmere and Ambleside are upgrades to the 
current assets. The four FujiClean schemes are suited to the sites, representing compact 
treatment technology that is well understood.  

The company provides evidence of how the design has been finalised through collaboration with 
delivery partners and subject matter experts and consideration of the local issues, and that the 
preferred solutions are efficient, deliverable and beneficial to customers. Stakeholder and 
customer engagement are demonstrated in a community engagement plan. The company 

 
141 United Utilities, 'UUWLGS_P1S2_01 Windermere', May 2026, p.34, section 8.3 
142 United Utilities, 'UUWLGS_P1S2_01 Windermere', May 2026, p.9, section 3.2.4 
143 United Utilities, 'UUWLGS_P1S2_01 Windermere', May 2026, p.12, section 3.3.20  
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Both PCDs include non-delivery elements calculated using the Ofwat PR24 approach. The 
Phosphorus removal PCD will be applied to all six schemes and the Sanitary Parameters PCD will 
be applied to two schemes. The P-removal PCD also includes a time incentive element.  

Discrete PCDs are appropriate as these schemes have entered the gated process late and have 
less flexibility than the wider phosphorous programme.148 

Our assessment - The company proposes two PCDs for this package which are reasonable and in 
line with PCDs for similar areas of expenditure in PR24 final determinations.  

We consider that there are some gaps in the proposed time incentive PCD to protect customers. 
We propose to remove the time incentive from the large gated PCDs. The time incentive 
mechanism at PR24 was designed to work over a large programme of works, in a small 
programme of works the deliverables are not staggered in delivery in the same way. This leads to 
a time incentive being set in the final year of delivery (2030) with an asymmetric risk and reward 
profile in favour of the company. 

The non-delivery PCDs proposed by the company for this package are reasonable and in line with 
PCDs for similar areas of expenditure in PR24 final determinations. The customer is sufficiently 
protected through the non-delivery PCD. 

 

 
148 United Utilities, 'UUWLGS_P1S2_01 Windermere', May 2026, pp.31-33, section 7 
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WINEP/NEP. We do not challenge the need for company proposals under WINEP/NEP 
enhancement expenditure where requirements are needed to comply with statutory obligations; 
are validated against the WINEP/NEP. 

We apply a conditional adjustment of £1.1m to address potential overlap between the proposed 
power resilience investment and base allowances or additional climate change uplift.   

To achieve a pass at final determination, the company should provide sufficient and convincing 
evidence to demonstrate the need for enhancement investment for power resilience 
improvement at each of the sites, including how overlaps with existing base or climate change 
uplift allowances have been accounted for, or why the resilience measures apply solely to the 
upgrade works.   

The company does not provide detailed information beyond third party assurance of the need for 
enhancement that the storm overflow proposals are for going beyond current permit conditions, 
and that any enhancement funding provided will not be used to regain permit compliance.  

At PR24 final determinations we stated that customers should not pay twice for companies to 
regain compliance with permits at storm overflows153. In accordance with this position, we have 
detailed assurance requirements in place that companies must adhere to during scheme 
delivery in order to ensure that any funding for regaining permit compliance is clawed back154. 
We consider that given the additional time provided to develop the scheme the company should 
have sufficient information to support this assessment now, and we therefore request that this 
information be provided in response to the draft determination to give greater confidence that 

 
153 Ofwat, PR24 Final Determinations - Expenditure Allowances, February 2025, p.120 
154 Ofwat, Price control deliverables guidance, February 2026. pp. 21-28. 
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The company demonstrates ongoing optioneering and design optimisation since Submission 1, 
using contractor input, ground investigations, operational reviews and technology trials to refine 
the preferred solutions.  

At Langdale, a successful Mobile Organic Biofilm (MOB) trial allowed for the removal of a 
previously proposed anoxic tank from scope, and optioneering was used to select the preferred 
tertiary solids removal technology.  

At Hawkshead, a successful Nanofloc trial enabled removal of an additional final settlement tank 
and allowed the company to maximise increased flow to full treatment while avoiding a more 
substantial treatment works rebuild. 155 

The company proposes best value through reduced-build solutions where possible. At 
Hawkshead, the preferred solution combines storage, increased flow to full treatment and 
catchment interventions to minimise treatment works expansion. At Glebe Road, the location 
and design of the storage tank were refined to reduce impacts on tourism, communities and 
local businesses.  

The cost-benefit analysis is based on a whole-life assessment over 30 years, incorporating 
environmental, operational, carbon and customer benefits. The company concludes that the 
Langdale scheme is strongly cost beneficial (benefit-cost ratio of 7.63) and that the combined 
Hawkshead WwTW and PS scheme is cost beneficial (benefit-cost ratio of 1.50).156 

The Glebe Road scheme does not demonstrate a positive quantified benefit-cost ratio (0.34). 
However, the company argues that the preferred storage-only solution represents the most 

 
155 United Utilities, ' UUWLGS_P2S2_01 Windermere', May 2026, pp.9-11, section 3.3  
156 United Utilities, 'UUWLGS_P2S2_01 Windermere', May 2026, p.6 
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beneficial option considered, that conventional valuations understate the value of spill 
reductions in a nationally significant and highly visited location, and that the scheme remains 
necessary to meet statutory WINEP obligations.  

The Environment Agency have provided a letter confirming they support United Utilities' choice 
to achieve more stringent limits for existing numerical permits and do not see any reason to 
object to the methods proposed. 157 

Our Assessment - In carrying out our assessment, we are cognisant of our statutory obligations 
including those relating to habitats and species, river basin management plans and Protected 
Landscapes in England. The company's design choices reflect these requirements with regard to 
measures such as going further to achieve more stringent limits for existing numerical permits, 
and have taken appropriate steps to mitigate impact to visual appeal and landscape. 

At Langdale, the site layout was designed to minimise expansion into ancient woodland and to fit 
within tight site constraints, at Hawkshead and Glebe Road tanks were designed to be fully below 
ground as above ground or partially below ground tanks would cause unacceptable landscape 
harm. 

United Utilities demonstrate the changes to the proposed solution between Submissions 1 and 2, 
particularly highlighting where changes to resilience and identification of geological constraints 
that have been identified during further site investigations. Third party assurance confirms that 
the proposed solutions adequately address the needs and will achieve the specified outcomes.  
The company provides evidence of how the design has been finalised through collaboration with 

 
157 United Utilities, 'UUWLGS_P2S2_12 EA Letter of support' April 2026  
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The non-delivery PCDs proposed by the company for this package are reasonable and in line with 
PCDs for similar areas of expenditure in PR24 final determinations. The customer is sufficiently 
protected through the non-delivery PCD.  

The PCD assurance requirements set out in the Price Control Deliverable Guidance161 provide 
further details on how Ofwat will protect customers against paying twice for permit compliance. 
For storm overflows improvements included in package 2, the company must demonstrate that 
the enhancement funding is for going beyond compliance with existing permit conditions, or 
they may be subject to clawback of funding in PR29. 

 

 
161 Ofwat, 'Price-control-deliverables-guidance', Feb 2026 






