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1. Introduction 

The purpose of this document is to provide additional information and evidence to support our previous 

Enhancement Case for the Wider Environmental Enhancement with respect to the investigations planned for 

AMP8. 

 

The Enhancement Case for the Wider Environmental Enhancement included our investigations programme 

for AMP8, and other environmental requirements to meet the Eel Regulations and our proposal for Advanced 

WINEP. This response to the Draft Determination focuses on the investigations. 

 

The AMP8 investigations are a regulatory requirement under the Environment Agency’s WINEP with a 

regulatory completion date of 30 April 2027 (except for one investigation on emerging substances which is 

required by 31/03/2030). 

 

Ofwat has proposed in the Draft Determination a 30% overall adjustment of our costs for investigations, 

meaning that our request for £52.188m is reduced to £40.382m. The adjustment is a result of a deep dive 

and consists of the following reductions: 

(a) 10% due to uncertainty of the best option for customers based on incomplete evidence, and 

(b) 20% due to concerns whether the investment is efficient, as they were unable to find sufficient and 

convincing evidence that the proposed costs are efficient. 

 

The Draft Determination is based on our submissions in October 2023 and the updated costs provided in 

February 2024. There have been changes in the number of investigations required from the discussions with 

Defra and the EA. The 5 July 2024 version of the WINEP has 345 wastewater investigations for AMP8.  

There have been clarifications and changes in the complexity of these investigations and hence the spilt 

between the three categories of ‘desk based’, ‘simple’ and ‘complex’. 

 

This document sets out the case for a marginal increase in the cost allowance for investigations in AMP8, 

although this is associated with a reduction in the number of investigations to be delivered. Through working 

with the Environment Agency (EA) and Natural England (NE), we now have more information about those 

that remain and have reviewed their categorisation and costs. 

 

This document addresses issues identified by Ofwat in their deep dive. 

 

The main points covered in this document are: 

• The total number of investigations now required for AMP8 is 345. This is 114 less than the 459 

investigations we had reflected in the February 2024 data table submission. There have been some 

changes to the number of investigations for specific drivers, but the significant reduction is due to the 

removal of 114 storm overflow investigations for overflows discharging into shellfish waters. We 

therefore anticipate that Ofwat’s final determination will be a significant change to the draft 

determination. 

• Ofwat identified a significant variation between companies in the classification of investigations.  We 

have re-assessed our categorisation to ensure greater consistency between our classifications and 

those across the rest of the industry. 

• The costs for the investigations proposed for AMP8 have been reassessed and is £39.722m. 

 

This submission makes the case for a final determination of £39.722m for our AMP8 investigations 

programme. This is £0.66m less than the Ofwat allowance, although the allowance is based on 459 
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investigations rather than the required 345 statutory investigations. The reasons for the difference in the 

number of investigations and the costs are explained in this document. 
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criteria 
grouping 

Need for 
enhancement 
investment 

Pass: The investment meets the criteria for enhancement 
investment and additional customer funding. The proposed 
investment is consistent with the company's water industry 
national environment programme (WINEP) schemes. 
 
The requested investment is for investigations across 14 
different WINEP drivers that will identify suitable 
improvement schemes. 42% of investigations are associated 
with the storm overflows (EnvAct_INV4) driver. 
 
For storm overflows, the company confirms that the 
investigations follow the instructions from the Environment 
Agency and the Storm Overflow Discharge Reduction Plan.  

Pass 0% 

SRN Outbound 
Query Response 
OFW-OBQ-SRN-
115.pdf  
 
 SRN Outbound 
Query Response 
OFW_OBQ-SRN-
097.pdf     

 

 

 

 

 

 

Best option 
for customers 

Minor concerns: We have minor concerns whether the 
investment is the best option for customers based on 
incomplete evidence. 
 
The company is yet to complete its initial scoping exercise, 
meaning that there is uncertainty around the scope of each 
investigation. 
 
Southern Water presents a complexity assessment for a 
sample of investigations and states that it has assumed a 
similar scope of work will be required as for those 
investigations successfully delivered during 2020-25 under 
the same driver or topic. We could not find any additional 
evidence to demonstrate this in detail, nor how new driver 
investigations have been assessed where there has been no 
previous experience.  
 
Investigations are spread across 'desk-based', 'simple' and 
'complex', with over half allocated to the 'complex' 
category. Southern Water states that the complexity of the 
investigations is driven by the number of assets and 
interactions between them and the issue under 
investigation.  
 
The company has not provided sufficient and convincing 
evidence that the options provide the best value for 
customers, given that the scope of the investigation is yet to 
be fully defined. It is also unclear from the evidence 
provided why complex assessments are required for a high 
proportion of the investigations.  

Minor 
concerns 

10% 

SRN42 WINEP - 
Wider 
Environmental 
Enhancement.pdf   
 
SRN Outbound 
Query Response 
OFW-OBQ-SRN-
115.pdf   
 
SRN Outbound 
Query Response 
OFW_OBQ-SRN-
097.pdf  
 
EA-REG-030.docx  

 

 

 

 

 

 

 

 

Cost efficiency  

Some concerns: We have some concerns whether the 
investment is efficient. The company does not provide 
sufficient and convincing evidence that the proposed costs 
are efficient. 
 
The company provides an explanation of its costing 
methodology for the chosen investment. It states that it has 

Some 
concerns 

20% 

SRN42 WINEP - 
Wider 
Environmental 
Enhancement.pdf   
 
SRN Outbound 
Query Response 
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3. Our Response 

 

3.1 Number of Investigations 

We have worked with the EA and to ensure our WINEP aligns with the guidance issued or amended since 

the submission of our original business plan in October 2023. We have updated the number of investigations 

because of further clarifications by the EA. 

 

The main change from the EA was regarding the storm overflow investigations under the driver 

EnvAct_INV4. The WINEP guidance for the EnvAct_INV4 investigations for storm overflows requires 

investigations for shellfish waters.  We added the relevant investigations (114 of them) to the WINEP and 

into the assumptions of costs used for our February 2024 response to Ofwat’s query 205. However since the 

EA has changed its instructions so we have removed these 114 investigations from the WINEP and our DD 

response costs, as they are no longer required for shellfish waters. The spills target for shellfish waters under 

the EnvAct is 10 spills or less per annum on average – hence no need for an investigation to demonstrate no 

harm. Note under the EA guidance for shellfish waters, the spill requirements are for no more than 10 

significant spills per annum on average as an agglomeration. This is different to the EA WINEP guidance on 

storm overflows. 

 

The EA notified us in May 2024 of three newly designated bathing waters in our operating region, and that 

they will be adding three new actions on the WINEP under the BW_INV2 driver.  The three new designated 

bathing waters are: 

(a) Worthing Beach House 

(b) Rottingdean Beach 

(c) Goring Beach. 

 

These investigations are a statutory requirement for AMP8 so we have added these into our draft 

determination response proposals at an additional cost of £0.293m. 

 

There have been changes in the number of investigations required across 8 drivers, and the overall change 

in the number of investigations is a reduction of 6 investigations from 351 to 345, see Table 3-1. This aligns 

with the EA’s WINEP dated 5 July 2024 for wastewater investigations (there are other investigations for 

Water WINEP). 

 

Three investigations on the WINEP for AMP9 under the driver BW_INV5 were found to have a completion 

date of 30/04/2027 and hence the costs have been included in our data tables at a value of £0.318m.  The 

completion date should be 30/04/2032 and hence costs included in AMP9. The EA has subsequently made 

this correction to the WINEP. The number of investigations in our submission is correct, but the costs for 

these three investigations of £0.318m are included in CWW3. 
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each investigation on the scale of the investigation (e.g. regional or site specific), the number of assets 

involved, and the scale of modelling required to determine the impact on the environment.  These factors 

influence the costs for monitoring and modelling. We have completed many investigations in AMP7 and 

previous AMPs so we know in sufficient detail what is required for each type of investigation, the finer details 

of the scope specify the monitoring plan (number of monitors and location etc) and exact modelling 

requirements.  

 

We presented a complexity assessment for a sample of investigations and assumed a similar scope of work 

will be required as for those investigations successfully delivered during 2020-25 under the same driver or 

topic. This enables us to build upon our experience and learning to drive continuous improvement and 

efficiencies. 

 

 

Cost Efficiency – Some Concerns 

 

Ofwat also had some concerns whether the investment is efficient, as they were unable to find sufficient and 

convincing evidence that the proposed costs are efficient. 

 

Ofwat also expressed concern that they could not find any additional evidence to demonstrate how new 

driver investigations have been assessed where there has been no previous experience.  The only new INV 

driver for AMP8 is the EnvAct_INV4 for storm overflows.  However, these investigations follow on from the 

Storm Overflow Assessment Framework (SOAF) investigations in AMP6 and 7. In these investigations we 

completed the first two stages of the Urban Pollution Management (UPM) Manual.  We also have experience 

of delivering full UPM studies, having completed these most recently in both AMP6 and AMP7. The 

EnvAct_INV4 investigations follow the UPM manual and vary in complexity depending upon the findings of 

each level of UPM investigation, the dilution and the potential for ecological harm from the storm overflow. 

We have used historic actual costs for the UPM elements of previous investigations to determine a true 

representative cost for these investigations in AMP8.  We have now assessed all EnvAct_INV4s as ‘simple’ 

which aligns with the industry. 

 

Investigations are spread across 'desk-based', 'simple' and 'complex', with over half allocated to the 

'complex' category. We have set out our rationale for our complexity assessment for each of the 

investigations in section 3.2.  Our approach is driven by the number of wastewater assets in the study area 

and interactions between them and the site/issue under investigation, see example in Appendix B, which is 

directly related to the extent of monitoring and modelling required. Our complexity assessment also 

considers the type and scope of surveys and data collection. Of the 114 investigations removed from WINEP 

following clarification from the EA, these were a mix of desk-based and simple investigations. 

 

We have scaled and applied these costs for future investigations based on our understanding of the type and 

scope of work that needs to be done from the conversations with regulators. Our Cost Intelligence Team 

(CIT) have supported us with costing these investigations, and we have also used our long experience of 

delivering investigation to price the work. We have also discussed the scope of work with our study and 

investigations framework consultants who have extensive experience carrying out environmental 

investigations. We believe our costs are a good and efficient basis for our PR24 submission. 

 

We are confident in our costings, and our own efficiency savings applied to the costs will ensure that we can 

deliver the investigations at the least cost to protect our customers for paying more than necessary. The 

greatest savings for customers has been where we have been robust with the regulators request for 

investigations to ensure that we are only investing where there is a likelihood of our operations causing harm 

– not for sites where harm is being caused by others.  We are keen to work in partnership with multiple 
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sectors and landowners on investigations for designated sites so investigations can be jointly funded. This 

way actions can be identified for all parties to bring about favourable condition or good ecological status, and 

then work together to deliver the environmental outcome, rather than continuing with a sector by sector 

approach. 

 

We have proposed investigations in AMP8 for the three new designated bathing waters at Worthing Beach 

House, Rottingdean Beach and Goring Beach. These investigations are a statutory requirement for AMP8 so 

we have added these into our business plan at an additional cost of £0.293m. These costs are based on 

actual bathing water investigations delivered in AMP7. The direct cost for delivery in AMP7 of our bathing 

water studies was £3,207,292. This covered 37 sites. This makes an average site cost £86,684 to deliver (at 

2022 prices). We have looked at the three new designated bathing waters to assess the number of our 

assets involved, the extent of the surface water network in the local area, and the monitoring and modelling 

that will be needed in the investigations. Our costs for these sites are based on these findings and include 

the adjustment for overhead and our proposed efficiency savings. 

There are 14 investigations for marine conservation zones (MCZs) in our WINEP for PR24. We completed a 

MCZ investigation for Pagham Harbour in AMP7. All but one of the investigations for AMP8 are similar scope 

and hence cost. The investigation for Pagham Harbour in AMP8 goes much further and it is therefore more 

complex. Pagham is complex because the AMP7 Pagham INV was effectively scoping work, which was to 

determine what we needed to investigate further (as per the agreement for this site). The outcome of this 

work is a very intensive study on the sea grass including really extensive surveys and sampling, which was 

scoped and agreed with the EA and NE – this was then costed by the consultants to determine the level of 

direct cost for this work. We have a detailed scope and cost estimate for this complex investigation which 

has been agreed with our environmental regulators. 

 

3.4 Cost Modelling 

Ofwat found that the cost models for investigations did not provide the required outputs, thus resulting in a 

deep dive of our costs. 

 

Ofwat has proposed in the Draft Determination a 30% overall adjustment of our costs for investigations, 

meaning that our February 2024 proposal for £52.188m to deliver 457 investigations was reduced to an 

allowance of £40.382m. The adjustment is a result of the deep dive and consists of the following reductions: 

(a) 10% due to uncertainty of the best option for customers based on incomplete evidence, and 

(b) 20% due to concerns whether the investment is efficient, as they were unable to find sufficient and 

convincing evidence that the proposed costs are efficient. 

 

We have set out in this response why we consider the above percentage reductions are inappropriate for our 

programme of statutory investigations in AMP8. We have challenged the need for investigations with the EA 

and Natural England where the evidence suggested that our infrastructure and operations were not having 

an impact on the sites, and we have worked with these organisations to develop Action Specification Forms 

to clarify the scope of the requirements that we should be funding through our customer bills. These 

discussions with regulators have enabled us to be certain about the appropriate classification of the 

investigations into (a) desk based, (b) simple or (c) complex. 

 

We consider the evidence we are providing removes the justification for Ofwat’s 10% efficiency challenge 

due its perception of insufficient evidence we are proposing the best option for customers. 
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In recognition of Ofwat’s concerns about the cost efficiency of our investigations, we have challenged 

ourselves and propose a 10% efficiency saving in our wastewater investigations programme for AMP8. In 

the light of our own cost efficiency challenge applied to the costs we are submitting in our draft determination 

response, we request that Ofwat removes its cost efficiency challenge and makes the full requested 

allowance. Our revised costs to deliver the investigations programme defined in the 5th July 2024 WINEP 

(with our efficiency applied) are £39.722m for 345 investigations in AMP8.  
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Appendix A: Preliminary Investigation for 
Hedgecourt Lake SSSI 
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The condition of Hedgecourt Lake SSSI is “unfavourable” due in the main to siltation. As a result, the EA and 
NE required a SSSI investigation to be added to the WINEP for us to assess the impact of our assets and 
activities on the siltation of the lake. The information shown above was provided to the EA and NE as we 
developed the scope of the investigation for our Action Specification Form (ASF) submission. Based on this 
information and a discussion with the regulators, the EA and NE have now accepted that our assets and 
activities are not materially impacting the siltation of the SSSI and the investigation has been removed from 
the WINEP. 

 
 
  






