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Response to Draft Determination 

 

Resilience scheme 

Issue  

 
The  PS Resilience scheme was proposed in our 2015-2020 plan in order to 
comply with Cabinet Office guidance. 
 
Table 1: Summary of Ofwat Draft Determination information for  
Company Proposal Assessment DD Allowance 

Claim Amount 
Sought 

Implicit 
Allowance 

Need CBA Robust 
Costs 

Customer 
Protection 

Assessment Amount 
Allowed 

 £19.9m £5.0m Fail Fail N/A N/A Reject £0m 

 
The scheme was ‘rejected’ in the Draft Determination. Ofwat did not recognise the 

 PS resilience scheme in the Draft Determination totex baseline on the basis 
that our interpretation of the Cabinet Office guidance did not adequately support the 
statutory need for the scheme and the minimum essential service that should be 
provided. In addition, Ofwat raised questions over the adequacy of the cost benefit 
analysis of the preferred option, recommending that we consider replacing the 
existing pumps in time when they require replacement with submersible pumps. 
 
The lack of funding in the Draft Determination results in a scheme commitment 
without sufficient funding, which manifests as a penalty on the baseline totex menu.  
 
Given the clear difference in interpretation of Cabinet Office guidance between 
ourselves and Ofwat and in the absence of any authoritative instruction from the 
Cabinet Office or DEFRA we withdraw our case for investment at  Pumping 
Station from our 2015-20 Business Plan. 
 
We provide an update to Tables S3 and S11 to reflect the scheme removal.  
 
We have removed our commitment for customer protection for non-delivery of the 
scheme. 

 

Remedy 

 

 We request that the removal of the £19.91million PS resilience 
scheme is removed from the Company totex forecasts for 2015-2020 and the 
Company view of the menu cost baseline as per Table A3.2 in the Draft 
Determination Appendix.  

 We request that the earlier commitment to a penalty for non-delivery of the 
scheme is removed and that no ODI is reflected in the Final Determination 
ODI framework. 
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Summary of the evidence 
 

1. Justification 

 
We set our special cost case to deliver increased resilience to pumping 
station in our December 2013 Business Plan and the June 2014 Business Plan 
update.   
 
Our case was based on our duty to protect sites classified as Critical National 
Infrastructure (CNI) against severe weather events of up to a 1 in 200 year annual 
probability.  Pumping Station is classified as a site of CNI under Cabinet 
Office guidance.   

  
 
Our December 2013 submission included expenditure of £19.9 million (totex) to 
deliver increased resilience to  pumping station via a strategic Combined 
Sewer Overflow solution. As a special cost case it underwent a ‘deep-dive’ 
assessment as part of the Risk Based Review. The Risk Based Review identified a 
number of issues which we responded to in our June 2014 Business Plan update.  
 
Ofwat rejected our investment case for pumping station. It did not recognise 
the  PS resilience scheme in the Draft Determination totex baseline on the 
basis that our interpretation of the Cabinet Office guidance did not adequately 
support the statutory need for the scheme and the minimum essential service that 
should be provided. In addition Ofwat raised questions over the adequacy of the cost 
benefit analysis of the preferred option, recommending that we consider replacing the 
existing pumps in time when they require replacement with submersible pumps. 
 
Ofwat’s interpretation of Cabinet Office guidance differs and, therefore, it does not 
agree with the need for this investment.  We have, therefore, withdrawn the £19.91 
million (totex) investment for the proposed scheme at Pumping Station in the 
2015-20 plan period. We have provided updates to Tables S3 and S11 to reflect this 
downward adjustment. We also remove our commitment to a penalty for non-delivery 
of the scheme.  
 
We request that Ofwat updates the Final Determination to reflect the removal of this 
project from our 2015-2020 business plan and notes the deletion of our special cost 
case at Pumping Station. In addition, that the penalty arrangement for non-
delivery of this scheme is expunged.  
 

2. Evidence 

 
No further evidence is presented as the scheme is now removed from our 2015-20 
business plan.  
 

3. Board Engagement 

 
The Board has approved the removal of the  PS resilience scheme from our 
2015-2020 proposals. 
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4. CCG  

 
As this was a scheme based upon Cabinet Office guidance, rather than specific 
customer priorities, we have not consulted further on our proposals with the CCG. 
 

5. External Assurance 

 
This representation has been independently assured by Halcrow Management 
Sciences Limited, a subsidiary of CH2M HILL.  Their ‘Review and Assurance of Draft 
Determination Representations, Summary Report’ dated 2 October stated: 
 
“Our review of the draft narratives and cases, and the sample checks on the data 
presented in the Company’s representation has confirmed satisfactory trails to both 
internal and external information sources. On this basis we conclude that the 
evidence base for the representation is robust.” 
 

6. Annexes    

 
None 
 
 

 

 
 
 
 
 
 
 
 
 




