Ofwat unveils £104 billion investment plan for water sector transformation

[image: ]
On 19 December, Ofwat, the economic regulator for the water sector in England and Wales, announced a significant £104 billion investment plan aimed at transforming the industry over the next five years. This investment is intended to enhance customer service and environmental performance, addressing long-standing issues within the sector.
David Black, Chief Executive of Ofwat, highlighted the dual focus of the investment—customer trust and environmental stewardship. He stated, “Today marks a significant moment. It provides water companies with an opportunity to regain customers’ trust by using this £104bn upgrade to turn around their environmental record and improve services to customers.” He emphasised the expectation for water companies to demonstrate substantial improvements over time to validate the projected increase in customer bills. Black acknowledged the challenges posed by potential bill increases, stating, “We recognise it is a difficult time for many.”
The sweeping investment initiative, referred to as the 2024 Price Review (PR24) final determinations, includes an ambitious allocation of funds for a variety of projects. Key components of the investment package comprise £12 billion earmarked for 2,884 projects aimed at mitigating spills from storm overflows; £6 billion for upgrading approximately 1,000 sites to combat nutrient pollution; and £3.3 billion dedicated to nature-based solutions that enhance biodiversity.
In addition, the plan allocates £2 billion for development funding, which aims to unlock £50 billion in investments for 30 major projects, including the construction of nine new reservoirs and large-scale water transfer schemes. To further support infrastructure, an additional £456 million has been set aside to facilitate the replacement of over 8,445 kilometres of water mains within the next five years.
The impetus for these enhancements stems from the need to meet statutory standards established by regulatory bodies, such as the Environment Agency and Natural Resources Wales. These standards involve various initiatives, including improved wastewater treatment compliance and drinking water quality.
To finance this extensive upgrade, customers in England and Wales can expect an average increase in bills by £31 annually (a 36%) before accounting for inflation by 2030. This figure reflects a reduction from an originally requested average increase of £39 by water companies. 
Ofwat’s regulatory framework ensures that customers benefit from investment without being overcharged for projects that should have been completed previously. The organisation holds water companies accountable for their investment plans while assessing whether proposed expenses are justified. Ofwat’s scrutiny also resulted in the removal of £8 billion in unnecessary costs from companies’ financial submissions, thus moderating potential bill increases.
The projected bill increases are expected to provide for a sustainable future for water supply, which could benefit new housing and business developments. A planned £2 billion in development funding is projected to catalyse the most extensive water supply investment portfolio in decades, with new reservoirs located in areas including Lincolnshire and Oxfordshire intended to support approximately 2.5 million households.
Further measures to enhance customer support are part of the strategy, with a predicted increase in the proportion of customers receiving financial assistance for their bills from 4% to 9%. Ofwat will implement mechanisms to ensure investments are made efficiently, allowing for financial penalties on companies that do not meet their performance targets, which would result in reduced bills for customers.
The scale of this investment and the accompanying regulatory adjustments underscore Ofwat's commitment to directing funds towards improving both environmental conditions and water utility performance across England and Wales, setting ambitious goals to cope with emerging challenges such as climate change and increasing demand for water resources.
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