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Nicola Shaw 
Chief Executive Officer 
Yorkshire Water Services Limited 
Western House 
Western Way 
Bradford 
BD6 2LZ 

Dear Nicola 

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 Yorkshire 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; and the
• Cost change draft determinations 2026 model and asset health model

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

Appendix 2: Our draft determination on how Yorkshire Water's expenditure allowances 
are funded 

Appendix 3: Our detailed assessment of, and decision on, Yorkshire Water's submitted 
claims.  

Yorkshire 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. We have published Yorkshire Water's 
cost change submission on our website. 

Yours sincerely,  

Helen Campbell 

Executive Director, Delivery 

Louis.Graves
Cross-Out

Louis.Graves
Inserted Text
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Appendix 2: Our decisions on how we fund Yorkshire 
Water's expenditure allowances 

Yorkshire Water did not request in-period funding in its cost change submission. 
Therefore, we set out in this draft determination that any 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 over the 2025-30 
period for Yorkshire Water. 

A2.1 Delivery assessment 
 
2025-30 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 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 mostly positive indicators in 
relation to 2025-30 delivery progress: 

• 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 most of its interim milestone targets (80%) in 
2025-26.  

• The company is expecting to release a significant proportion (79%) of its capital 
projects to the supply chain by the end of 2026-27.  

• The company is forecasting to have 82% of its capital projects 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 spent most of its water PCD allowances in 2025-26 and is 
forecasting to slightly overspend PCD allowances by the end of 2025-30 period.  

• The company remains confident that it will deliver all of its PCD outputs by the 
end of 2025-30 period. 
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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 (91%) 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 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 57%, 
suggesting there may be some slippage in the delivery plan. The company is 
forecasting to slightly overspend PCD allowances by the end of 2025-30 period. 

• The company is expecting to have 32% of schemes released to the supply chain 
by the end of 2026-27. This is significantly below the sector average and so we  
have concerns 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: 

• On water, the company reported delivering 11% more PCD outputs (in value 
terms) in 2025-26 compared to baseline target. 

• On wastewater, the company reported delivering 49% more PCD outputs (in 
value terms) in 2025-26 compared to baseline target. 

A2.2 Financeability assessment 

Yorkshire Water did not request in-period funding within its cost change submission. 
As such, we have not assessed financeability for the company. If the company requests 
in-period funding as part of a future cost change process, 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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Our Assessment - We accept the company's view of ‘what base buys’ (implicit allowance) 
across its asset proposals. The company has provided a clear view of ‘what base buys’, which 
is materially higher than an estimate based on sector averages. This provides reassurance 
that the requested investment is incremental to base allowances, and that customers are not 
paying twice for investment.11 
 
We exclude the £3.38 million associated with , which are out of 
scope for asset health.12 In our guidance, we said that “investment proposals may be required 
to: address a step-change in direct risks to assets from external factors; address a step 
change in risk because of higher than expected rates of deterioration; and/or address high 
consequence risks for assets that require infrequent but major investment”. Sites that are not 
currently in use are unlikely to pose a risk to service, as they are not contributing to service. 
Therefore, bringing these sites back into service is associated with increased resilience to 
supply and not the primary driver of asset health.13 
 
For the remainder of the proposed investment (£10.32 million) we consider the company 
provides sufficient and convincing evidence that a step change in investment is required. The 
submission sets out evidence of current asset condition, that shows that a significant 
proportion of assets in condition grades 4 and 5, alongside relatively low historic intervention 
rates. 
 
The need for investment is supported by our assessment that there is a sector-wide health 
issue for boreholes. This indicates that poor health of boreholes reflects a broader, systemic 
challenge which may require additional allowances.14 
 

 
11 Our assessment and further detail can be found in 'Cost Change draft determinations 2026 – Asset health cross cutting issues appendix' 
12 Costs of sites excluded have been calculated using Query Response ref, OFW-YKY-CCP-009 and Yorkshire Water, 'PR24 Cost Change Submission Asset Health – 
Boreholes', May 2026– Table 12 
13 Further detail can be found in 'Cost Change draft determinations 2026 – Asset health cross cutting issues appendix, August 2026, section 4 Scope Boundaries' 
14 Further detail can be found in 'Cost Change draft determinations 2026 – Asset health cross cutting issues appendix' 
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these criteria are selected for further assessment, while assets not taken forward are 
addressed through alternative programmes.16 
 
For the selected sites, the company then undertakes a cost benefit assessment of the 
shortlisted options using a whole-life cost framework. Preferred solutions are selected at a 
site level based on the outcome of this cost benefit assessment, supported by engineering 
judgement where appropriate.17 
 
The proposed interventions comprise a mix of refurbishment, including relining and 
headworks upgrades, and full replacement through redrilling new boreholes. The scope of 
activities includes relining, headworks improvements, and associated testing commissioning 
activities. 18 
 
The company sets out the expected benefits of the proposed interventions, including 
improvements in asset condition. The company also provides evidence of customer 
engagement to inform investment priorities and support the proposed programme.19 
 
Our assessment-The company provides sufficient and convincing evidence of a clear and 
structured approach to identifying priority sites for intervention. The use of condition grades 
to develop an initial unconstrained list, followed by a multi-criteria risk-based prioritisation 
framework, provides evidence that sites selected for investment reflect those with the 
highest combined asset health, resilience and water quality risks.16 

 

 
16 Yorkshire Water, 'PR24 Cost Change Submission – Asset Health: Boreholes', May 2026, pp.24-26, Table 8 
17 Yorkshire Water, 'PR24 Cost Change Submission – Asset Health: Boreholes', May 2026, Table 11 
18 Yorkshire Water (2026), 'PR24 Cost Change Submission – Asset Health: Boreholes', May 2026 Table 12 
19 Yorkshire Water (2026), 'PR24 Cost Change Submission – Asset Health: Boreholes', May 2026 Figure 15, Query Response OFW-YKY-CCP-010, May 2026 
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with very limited refurbishment or replacement activity undertaken30 and that this 
approach has enabled continued operation but has not addressed underlying deterioration.  
The company also presents asset condition evidence showing a clear deterioration trend 
over time, including migration of assets from condition grade 2 to grade 3 and an increase 
in condition grade 5 assets31 indicating a growing proportion of assets in poor or very poor 
condition.  The company provides evidence that the asset base is materially aged, with a 
significant proportion exceeding modelled asset life, and uses deterioration modelling 
(NITRO) to demonstrate a substantial increase in future replacement risk, including a 
modelled £71 million replacement risk in 2025-30 compared with planned Base expenditure 
of £6.95 million.32 The company also sets out the risks associated with continued 
deterioration, including environmental non-compliance, operational disruption and 
increased likelihood of asset failure, and explains how these risks are reflected in its 
proactive risk register and prioritisation of sites. 

Our assessment - The need for investment is supported by our assessment that there is a 
sector-wide health issue for trickle filters. This indicates that poor health of trickle filters 
reflects a broader, systemic challenge which may require additional allowance.33 

The company provides sufficient and convincing evidence that demonstrates a clear step 
change in risk for trickle filter assets. The evidence shows that historical base expenditure 
has been largely reactive in nature and has not addressed underlying asset condition, 
resulting in a progressive deterioration in the asset base. It uses a combination of condition 

 
30 Yorkshire Water, 'Cost Change Submissions 2026 -Trickle filters', May 2026, p.8 
31 Yorkshire Water, 'Cost Change Submissions 2026 -Trickle filters', May 2026, p.12 
32 Yorkshire Water, 'Cost Change Submissions 2026 -Trickle filters', May 2026, pp.21-24 
33 Further detail can be found in the 'Cost Change Draft Determinations 2026 – Asset health cross cutting issues appendix' 
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external audit. The submission also provides programme–level cost breakdowns and 
provides a detailed explanation on the exclusion of optimism bias due to the existing 
inclusion of realised risk and uncertainty on historical outturn data. The company has also 
included the costing methodology of the independent third party as additional information 
to accompany its submission. However, the final cost submission is based on Yorkshire's 
unit cost models alone. 

Our Assessment - The submission demonstrates that costs have been developed using an 
established and robust cost estimation methodology. The use of historic delivery data 
established internal cost models and refined cost drivers demonstrates that cost estimates 
are informed by previous experience and developed through a structured methodology, 
which is in line with our expectations for robust cost estimation.  

However, the evidence is not sufficient and convincing in demonstrating that the proposed 
costs are efficient. Benchmarking evidence indicates that the company’s costs are 
materially above external comparator values, including comparisons of total value 
estimates of £25.61 million against benchmark values of £13 million and £19 million. 
Benchmarking therefore identifies material variance between the proposed cost and 
comparator evidence. While the submission attributes these differences to scheme specific 
factors and changes in delivery requirements it does not provide quantified evidence 
demonstrating that these factors fully explain the observed variances. The final cost 
submission is based on Yorkshire's unit cost models alone. 

Consistent with the company's approach applied to the asset health water borehole 
submission, we have allowed costs based on triangulation across the relevant cost sources, 
excluding the independent third-party cost estimates. The independent third-party 
estimate was developed at AACE Class 4, which is generally used for concept selection and 
early-stage planning rather than detailed budget setting. Given this, we do not consider it 
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