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How our operating environment
influences what we do

Regulatory environment

The vast majority of our activities sit within United Utilities Water Limited (UUW).

Regulatory framework

UUW is the second largest of 11 regulated
water and wastewater businesses in
England and Wales, and is subject to
regulation of price, performance and
compliance by various bodies, as shown
in the diagram below. These bodies exist
to help protect the interests of customers
and the environment and assess whether
companies are meeting their obligations.

Companies must prepare and maintain
long-term plans for managing water
resources, drought, and drainage and
wastewater. We must balance incentives
and requirements that can sometimes act
in tension, such as the desire for rapid
environmental improvements and the
upward pressure this places on customers’
bills. We maintain constructive dialogue to
agree commitments for improvement.

The Water Industry National Environment
Programme (WINEP) is developed by the
Environment Agency (EA), Defra, and
Natural England, in consultation with water
companies and other stakeholders. It sets
out the actions that water companies

need to take in order to meet their future
environmental legislative requirements.
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The Drinking Water Inspectorate (DWI) can
also put in place programmes of work to
improve drinking water quality.

These long-term plans feed into business
plans submitted to Ofwat as part of the
price review process. Ofwat then sets
each company’s final determination (FD)
detailing revenue, required service levels,
and the incentive package for five-year
periods (AMPs). Companies can either
accept the FD or appeal to the Competition
and Markets Authority. 2024/25 was the
final year of AMP7, and we have received
our FD for the next five years (AMPS8). Each
company reports its performance against
the FD in an annual performance report
(APR) in July each year. Regulators also
undertake comparative assessments of
companies’ performance.

Competitive retail market

Since April 2017, non-household retail
activities have been open to competition,
meaning businesses can choose who
provides their retail services. Our
non-household retail activities do not sit
within UUW, but via a joint venture known
as Water Plus. Details relating to Water
Plus can be found in notes 12 and A5 to the
financial statements on pages 207 and 231.
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Ofwat and EA investigations

In November 2021, Ofwat and the

EA launched separate industry-wide
investigations into how companies manage
their wastewater assets. In July 2024,
Ofwat announced that it was opening
enforcement cases for a number of water
companies, including UUW, following the
analysis of environmental performance
and data about the frequency of spills from
storm overflows. Ofwat stated that while

it has concerns with the sector that it must
investigate, the opening of enforcement
cases does not automatically imply that
companies have breached their legal
obligations or that a financial penalty will
necessarily follow. To date, Ofwat has not
given a firm indication of the expected
timeframe for its ongoing investigation or
any subsequent action.

The EA has made a number of data
requests and undertaken site visits as part
of its industry-wide investigation, with
which we continue to fully comply. This
investigation is focused on environmental
permit compliance at wastewater treatment
works and wastewater networks, with

the EA having a number of enforcement
options open to it if it concludes that
companies have breached their permit
conditions and/or illegally polluted the
environment. These include the potential
for criminal prosecution and unlimited
fines. As with the Ofwat investigation, this
remains ongoing.

Independent Water Commission
This year, the Government launched an
independent commission with broad terms
of reference to review the regulatory
framework, regulators and incentives

that govern the water industry model

and strategic water planning, requiring
consideration of the conditions needed

in the private regulated model to attract
the investment needed to improve
environmental performance, bring

more accountability, rebuild public trust
and confidence, and secure a resilient,
innovative water sector and framework that
will work for decades to come.

Chaired by former Deputy Governor of

the Bank of England, Sir Jon Cunliffe, and
drawing upon a panel of experts from
across multiple sectors, the commission has
launched a call for evidence, to which we
have contributed fully. The commission is
expected to report back to the Government
in the summer of 2025 with a set of
recommendations.
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