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Question 1 
Understanding of and approach to the requirement 

A. Please provide your proposed overall approach to meeting Ofwat’s requirement for the Delivery Partner, 
taking into account and demonstrating your understanding of the Statement of Requirements and the 
scope and parameters of the Delivery Partner role set out in the Statement of Requirements. If the 
assumed skills mix differs to the skills mix used in the pricing matrix (as shown in Table 2), bidders 
should provide an explanation of the approach used and why it is appropriate 

 
Use of a Delivery Partner 

In PR14, Ofwat’s use of a Delivery Partner (DP) was an innovative way of procuring consultancy support for a 
UK economic regulator. Ofwat manages a concentrated amount of price control activity for a larger number of 
companies compared to Ofgem, Ofcom, ORR and the CAA. This means that both the resource pressure on 
Ofwat at the peak of its periodic review is proportionally greater than other regulators, and there is a greater risk 
of integrating different and potentially inconsistent consultancy inputs.  A DP contracting arrangement solves 
these two challenges.  A DP can provide access to the scale of peak resources Ofwat requires, the flexibility to 
vary team members across different skill areas and the commitment to the same outcomes as Ofwat: a 
successful price control in its entirety, rather than merely an exemplary consultancy project.   

Our role in PR14  

PwC was delighted to lead a consortium supporting Ofwat as its DP for PR14.  
. We published five reports in PwC’s 

name and prepared for 16 Ofwat Board meetings. We covered the breadth of the programme needs, from 
technical expertise on the cost of capital, to scrutinising special cost factor claims. When Thames Water 
initiated its 2013 IDoK request, we mobilised an additional team to limit the impact on the DP team and 
successfully helped Ofwat rebut Thames’ claims for an increase in its water bills.        
 
Feedback from Ofwat’s leadership on our PR14 DP role is provided below: 
 

“This is one of the most exceptional pieces of work I've been involved with and that reflects 
really well on PwC. What really matters to a client is delivery: with some consultants there 
can be an over-focus on process rather than on the result. There was none of that on this 
project; it was all about delivery. The team made hard work a pleasure.” Sonia Brown, 
Chief Regulation Officer, Ofwat. 

 
“People here really enjoyed working with PwC. The quality of the people was great. Really 
importantly, we were asking PwC to build the capability and knowledge within Ofwat so that 
the Ofwat team would be left stronger, more capable and energised; looking forward to the 
future. PwC imparted knowledge and skills, and different ways of working. People really 
valued the opportunity to grow and develop, working alongside PwC colleagues. This was 
our pathfinder programme.” Cathryn Ross, CEO, Ofwat. 

 
We were particularly pleased to be recognised for our work with Ofwat in the prestigious MCA project of the 
year awards for 2016 in the category of Environmental and Social value.   
 
PR19 vs PR14 

PR19 is not a re-run of PR14. While PR19 builds on many of the principles set out for PR14, the regulatory 
regime has evolved. Changes that affect the scale and scope of the DP for PR19 are set out below: 
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Reduced requirements for DP support Increased requirements for DP support 

 More extensive final methodology compared to PR14 

 Fully functioning financial model published before final 
methodology means less model development time is 
required 

 Streamlined data capture from companies 

 Learning from PR14 (on both company, Ofwat and our 
sides). Areas include the Risk-Based Review process, 
the scrutiny of cost models by the CMA in the Bristol 
Water appeal and data on ODI performance to 
calibrate future ODI targets. 

 Publication of early view on WACC (earlier than PR14 
risk and reward guidance) 

 Continuity of senior team (e.g. Jonson Cox, David 
Black) and reduced need for programme leadership 
support  

 Fewer interim roles 

 Movement from four price controls to six  

 Bottom-up cost models used to support econometric 
models 

 Movement to econometric modelling of retail costs 
(away from Average Cost To Serve) 

 Greater emphasis and assessment of innovation 

 Resilience testing 

 Direct procurement 

 More categories of business plan (from 3 to 4) 

 Increased political uncertainty (meaning greater agility 
required to respond to political events) 

 Ofwat challenge to companies to raise quality of 
customer engagement    

 
It is clear that the nature of the DP requirements for PR19 are materially different to PR14, but in overall terms 
we consider the overall resource needs are slightly higher. While the methodology is clearer and policy 
decisions more advanced, the quantity of work is greater and at a more granular level of detail for PR19.  
 
Learning points from PR14 

There is much that worked well from our joint experience at PR14, which we would seek to preserve in our 
approach to PR19. By way of example, the contracting nature of the DP, the shared values for the programme, 
agile and transparent resourcing, stringent quality control and heat maps for identifying issues are a number of 
the features which we consider worked particularly well.  However, as we consider our approach for the DP in 
PR19, we set out some of our key learning points from PR14, which we think can make an even better PR19. 
These are: 
 

 The ‘red-run’ practice for the Risk-Based Review in PR14 was definitely helpful, but we think the dry-run 
plans can be made more realistic and senior team members can work with more junior analysts to refine 
the IAP guidance in PR19 to reduce the effort required later in the review process (contributing to 
efficient delivery and increasing value for money); 

 With better technology, we think PR19 can be run with greater transparency on task-by-task progress 
monitoring. This will be particularly helpful during the IAP when there is a concentration of effort to review 
business plans;  

 There was an inconsistency in how presentations and documents were prepared. More training on the 
use of templates and style of expected deliverables will help the cross-cutting team and reviewers focus 
on important issues and cross-industry comparisons; and 

 There was insufficient attention to the bigger picture of likely outcomes at the end of the PR14 process. 
We think a simplified analysis of the whole industry can be maintained during the PR19 process, so that 
the likely endpoint of the final determinations can be monitored (e.g. overall bill changes, total investment 
etc.). We have created such an analysis to prepare this response (used in Question 4). 

 
Your requirements 

Your key requirements are spread across eight functional workstreams. These incorporate supporting 
processes such as data management, financial modelling, document review, and assisting Ofwat’s review of 
company business plans across its nine test areas1. Furthermore you require preparing independent consultant 
reports (on the cost of capital and retail margins, real price effects and specific scheme evaluation).  
 
You require DP support through the whole PR19 programme, in five distinct phases, from planning the initial 
assessment of business plans through to the final determinations (and some possible support after final 
determinations).  
 
  

                                                             
1 10 test areas if Board transparency and assurance on governance and financing is made a separate test.   
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Our overall approach to creating a DP 

We have formed a consortium between PwC, Europe Economics (EE) and Mott MacDonald (MM), supported 
by a number of sub-contractors. We combine specialist regulatory, economics and engineering expertise that 
will provide Ofwat access to the depth and breadth of skills it requires.  
 
All three firms are well known to you: PwC and EE have supported Ofwat in creating the PR19 methodology 
(through published reports on the balance of risk, balance of incentives, retail costs and the cost of capital) and 
MM is currently supporting Ofwat on water resource management plans. We are therefore fully up to speed 
with your objectives for PR19 and the issues you will face. We will use a select number of additional sub-
contractors and are therefore confident that we can provide all the skills and resources you require. 
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B. By way of an example of your approach in key areas, please also describe your approach to undertaking 
each of the following elements of the Delivery Partner requirement: 

 
(i) Preparing for and participating in the “dry run” process for the Initial Assessment of Plans 
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industry and the different companies.  
 

  

 
 

 
 

 
 

  

 
 

 

  
 

 
 

  

  

 
  

  
 

 

  

  
   

  
 

 

  
  

 
4. How we will add value  
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(ii) Undertaking the assessment of company specific adjustments to the cost baselines 

 

1. Objectives 

Cost models can never capture every item that drives company costs. Companies may have local or regional 
drivers that make their costs atypical. The cost adjustment process ensures these costs are captured, 
assessed, challenged and ultimately included within a company’s cost allowance if they can demonstrate a 
compelling case for uniqueness. A successful cost adjustment process should: 
 

 Be used only where costs are uncontrollable and not reflected in the cost baseline or any other ‘policy 
additions’; 

 Protect customers from bill impacts associated with atypical costs; 

 Benefit customers where necessary by also applying more symmetrical downward adjustments; 

 Have a high evidential bar that promotes compelling analysis and consequently utilises resources 

effectively and efficiently in areas of greatest need; 

 Have a cascading trigger process where claims not meeting materiality requirements are not considered 
and where the level of analysis and review is commensurate with complexity and scale; and 

 Fully mitigate the limitations of any econometric modelling derived from benchmarking analysis. 
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(iii) Ensuring the robustness of Ofwat’s econometric costs modelling 

 

1. Objectives 

In setting wholesale price controls, Ofwat has to determine the appropriate revenues that companies need to 
collect through their water and wastewater charges. The approach to set the allowed revenues is based on 
estimates of each company’s expenditure requirements over the five-year control period. The expenditure 
requirements are determined by Ofwat in a way that are in line with the industry’s efficiency frontier, and this is 
done by benchmarking companies to a representative “industry efficient” firm.  
 
Since PR14, Ofwat has used a totex-based approach for assessing companies’ efficient expenditures. Ofwat’s 
assessment is supported by a range of econometric models, all aimed at estimating an efficiency frontier 
(representing “best practice”) which is used to derive expenditure requirements (inefficiency and efficiency 
scores of water and wastewater companies are computed relative to this frontier).  
 
At PR19, Ofwat will use comparative benchmarking to assess efficiency in wholesale (as in PR14) but also in 
residential retail services. The use of econometric approaches will allow Ofwat to simultaneously account for 
multiple factors that drive differences in costs across companies, also in retail activities (type and number of 
customers, customer bill size, regional differences or other factors).  
 
In this context, econometric benchmarking will be successful insofar as it: 
 

 Delivers an adequate allowance for efficiently-incurred costs; 

 Takes account of differences between firms (i.e. allows firms to conduct their business given their 
different nature); 

 Provides the minimum allowance under the assumptions of efficient-management, dynamically-
innovative, (so consumers pay no more than necessary); 

 Provides firms with the right incentives to increase efficiency (innovate or to invest) such that costs fall 
over time (or rise as slowly as is feasible); and 

 Establishes a form of competition between firms (so firms must match or out-perform each other, in order 
to be profitable). 
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Ofwat’s PR14 models were subject to scrutiny and criticism, in particular by the CMA, which identified 
weaknesses regarding the selection of dependent variable, the selection of explanatory variables/cost drivers, 
functional forms, and robustness and model fitting. Other issues included: 

 Dependent variable - companies have highlighted the “lumpy” feature of capital expenditure. The use of 
a smoothed capex profile may reduce the lumpiness of capex profiles, and could be considered to be a 
pragmatic approach to dealing with this issue in the totex cost assessment. The CMA focused on 
modelling base expenditure; 

 Explanatory variables/cost drivers - the responses from companies criticised the fact that PR14 
models are not able to capture different aspects of companies’ wholesale activities. This included 
aspects related to the complexity of treatment works (companies will face different costs in this regard 
depending on the raw water that is abstracted); quality of service; age of network (In general, older 
assets will require greater maintenance); or the effects of inflation; 

 Functional form - a translog cost function may lead to complex relationships between explanatory 
variables and costs (the translog terms in the models are not easily interpreted and may be subject to 
multicollinearity between the regressors); 

 Econometric robustness and model fitting - there are options in relation to OLS techniques or random 
effects techniques; 

 Approach to cost drivers - in some cases economic and engineering intuition has been prioritised over 
statistical significance. This means clear rules will be required for balancing economic and engineering 
intuition and statistical significance; 

 Robustness - as the PR14 cost models were subject to a number of important criticisms, PR19 models 
need to respond appropriately by absorbing those criticisms where they are fair and helpful, but also 
rejecting them where they are unjustified and respond to vested interests (and not economic rationale); 
and 

 Number of comparators - the mergers in recent years have reduced the number of firms (by two) in the 
benchmarking models. While not a substantial drop, the approach may need to be adapted, relative to 
that taken in PR14, in some areas, to take account of the reduced number of firms. 
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stakeholders to capture externalities. Appropriate payment rates should be evidence-based. This evidence 
should include: econometric / revealed preference research and/or stated preference / willingness to pay 
analysis.  

4. Shape 

Normally, ODIs will have a constant incentive rate. However, for ‘enhanced ODIs’ companies may propose a 
higher payment rate for exceptionally good performance and/or additional penalties for exceptionally poor 
performance. Non-constant payment rates could be used to reflect: 

 A finding that consumers’ (and society’s) willingness to pay varies depending on the level of performance 
(e.g. ‘diminishing returns’ suggest a strong rationale for more punitive penalties if performance is 
especially bad); and/or 

 That exceptional performance can lead to ‘frontier shift’ innovations which then get replicated across the 
industry (a positive externality which justifies ‘subsidising’ the company which generates the benefit). 

Any proposals for non-linearities should include: (i) a detailed rationale; (ii) evidence on the appropriate 
‘thresholds’ where the higher rates ‘kick-in’; (iii) evidence on the appropriate level of the increased payment 
rates; and (iv) an assessment of whether the introduction of the non-linearity affects the expected financial 
neutrality of the regime.  

2. Lessons learned from PR14 and key considerations for PR19 

ODIs were at the heart of Ofwat’s approach to regulation for PR14. As part of PR19, Ofwat is placing increased 
weight on them, and making a number of changes to better promote what customers want in both the short- 
and long-term. Some of the most prominent changes being implemented through PR19 include: 

 Aligning definitions across 14 common performance commitments to facilitate consistency and 
comparability across the industry (whilst continuing to allow bespoke approaches to reflect local needs);

 Removing the cap on ODI exposure; 

 Requiring justification if companies intend not placing financial incentives on a commitment; 

 Linking a greater proportion of revenues to ODI performance to strengthen their incentive properties; 

 Aligning timing of payments and performance to align companies’ rewards with their actions; 

 Introducing ‘enhanced’ outperformance payments – higher payments for particularly high or low 
performance – to help encourage innovation (which may ultimately ‘spill over’ to the rest of the industry) 
and dissuade especially poor performance (reflecting evidence about customers’ preferences); and 

 Requiring companies to justify any instances where they are removing bespoke performance 
commitments put in place at PR14, especially where performance has been poor through AMP6. 
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We have provided examples of our approach to flexible resourcing in our response to the PQQs. These 
included:  
 

 Ofwat DP PR14 – In which our approach to resourcing was highlighted by Ofwat as being one of the 
highlights of the DP model. A number of the key staff members who managed PR14 workstreams will be 
part of the PR19 DP team; 

  
 

 
 

 
 

 
 

 

  
 

 
 

 
 

  
 

 
 

 

  
 
 

 

  
Dealing with specific requirements/discrete pieces of work 

During the course of the 18 month price review, there are likely to be times and activities in which Ofwat will 
need to rely more heavily on the DP. These may include completing discrete pieces of work, or indeed, as 
happened during PR14, one or more secondments to Ofwat.  
 
Ofwat has already identified three discrete pieces of work that it expects the DP to deliver:  
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We are comfortable that the resources we have put forward have the skills and expertise to complete these 
pieces of work. We have identified in the table above who will lead these separate specific requirements.  

 
For these pieces, and where other additional discrete activities emerge, we will produce a short scoping 
document. This will set out the objectives, activities, deliverables and proposed resource profile for discussion 
with Ofwat. In producing this document we will also explore the use of mixed teams of Ofwat and DP staff, 
depending on the availability of Ofwat staff members. 
 
Ensuring quality control and assurance of the work undertaken 

As a consortium we pride ourselves on the quality of the work we produce and the processes we put in place to 
maintain the highest standards of output. For a programme of the size and length of PR19, we will have a 
dedicated team for quality control and assurance (QA), which will work alongside Ofwat’s QA team. The role of 
this team will be to manage the QA process of high profile deliverables and key programme activities.  
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Question 3 
Contract and relationship management 

Please detail your approach to contract and relationship management including how you will: 
 

 achieve quality outcomes and minimise charges, in particular recognising the overall capped price and 
Ofwat’s value for money considerations 

 provide management information in a timely manner consistent with the requirements of the contract; 

 ensure effective joint contract management with clear accountabilities and which minimises points of 
contact;  

 develop and maintain an effective relationship with Ofwat and other companies involved in the Delivery 
Partner Contract as consortium members or sub-contractors or also supporting PR19 as service 
providers to Ofwat; 

 ensure client satisfaction 

 
In our response to this question we summarise our approach to management of the contract between PwC and 
Ofwat, and the management of PwC’s relationship with our consortium partners. We use this to illustrate our 
approach to the points raised in the question. 

Achieve quality outcomes and minimise charges, in particular recognising the overall capped price and 
Ofwat’s value for money considerations; and ensuring client satisfaction; 
 
We recognise that you have given a lot of thought to the governance and contract management arrangements 
for the Delivery Partner (DP) and we welcome that. We fully support the key provisions set out in Schedule 6.1 
of the proposed contract, namely: 

 The nomination of a single point of contact for contract matters from each of the DP and Ofwat; 

 The establishment of a joint Contract Management Board, meeting monthly and chaired by you, with 
Ofwat and DP representatives, including both PwC and our consortium partners. We think that the roles 
you suggest for the Board are eminently sensible, namely operational management of the contract, 
conflicts management where required, senior level guidance, strategy and leadership, issue resolution, 
contract performance management;  

 The production by the DP of a supporting monthly DP Management Information (MI) report. We are 
happy with the broad content that you have specified in the schedule, recognising that the key items are 
going to likely to be around time and cost inputs as well as outputs and performance issues. This will 
also need to include the elements of the balanced scorecard that we agree for managing the 
incentivisation mechanism; 

 The rigour and rhythm of a quarterly Contract Review Meeting, supported by a quarterly DP review pack, 
to look both backwards at performance over the last quarter and forwards at the programme for the next 
quarter. We think that this could also meet at the end of key stages of the programme if they do not 
match quarter ends; 

 Agreeing to Ofwat guiding principles on pricing, in particular: 

 We shall ensure that our proposed, and agreed approach to resourcing and hence cost forecasting 
represents best value for money for Ofwat; 

 We will use the lowest cost resource combination. For example, where a service can be provided 
for an overall lower cost using a different grade or resource, we shall recommend this to Ofwat for 
consideration; 

 Where Ofwat can source any element of the solution at a preferable rate from an alternative 
source/sub-contractor rather than the Delivery Partner itself, then we will consider any such 
recommendation and, provided it is suitable, integrate it into our proposed approach2; 

 We shall consider Ofwat’s available budget and timing and seek mechanisms to fit within any 
constraints. 

 Agreeing to work in line with specified partnership principles and Ofwat values.  
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Although there will be many other day-to-day touchpoints between the DP and Ofwat management and teams 
from a technical perspective at both workstream and programme level, it will only be this small group of 
individuals (or there nominees) who will be your interfaces for contract management purposes. We will 
develop good relationships specifically across the DP and Ofwat leadership and contract management team, so 
that formal set-piece contract interactions are held in the context of good personal relationships. 
 
We expect that there will be a few occasions where we delegate or allocate responsibility for some contractual 
issues to the senior representatives of our two main consortium partners, Mott MacDonald (MM) and Europe 
Economics (EE). Examples from PR14 were issues to do with scoping and resourcing of specific scopes of 
work that related only to a single consortium partner, or to do with development of branded published reports.  
 
Based on our experience of PR14, the production of timely and accurate MI will be a particular challenge. 
Timesheeting, invoicing, providing supporting evidence of expenses, recording of statements of work and 
resource requests in a fluid and rapidly-changing environment, and the production of balanced scorecards 
(which will require significant Ofwat input) will all require particular attention. We propose to have dedicated MI 
and administrative support for the programme and to develop and test our processes and procedures for all 
these matters during the mobilisation phase so that they are not too time-consuming on programme technical 
resources from either side during the peak times of the programme. We will nominate liaisons with our support 
person from Ofwat and our consortium partners.  
 
Overall we aim to manage the contract in the spirit of joint DP/Ofwat accountability for the delivery of PR19. 
And that includes collaborative arrangements, being mindful of the partnership principles and values, and the 
associated outcomes, contract spend and ultimately your client satisfaction.   
 
Develop and maintain an effective relationship with Ofwat and other companies involved in the Delivery 
Partner Contract as consortium members or sub-contractors or also supporting PR19 as service 
providers to Ofwat 
 
At the beginning of the DP role, the consortium and Ofwat’s leadership team will work together to establish 
common working arrangements. These will build on the Partnership Principles set out in the contract and 
Ofwat’s SAILOR values, which are strongly aligned and complementary to those of PwC, EE and MM (as set 
out in our response to Question 6). These will be brought together into a “team charter”. We provide a draft 
team charter below: 
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There’s no room for opting out. We are all accountable for the success of the whole PR programme, and for our 
individual role within it. 
 
We will use our ‘Winning Teams’ approach during the mobilisation phase to build relationships among 
consortium and Ofwat team members, build a combined team working in partnership, and a shared 
understanding of our working arrangements. 
 
To be successful as an integrated team and partner to you we will need to build and sustain relationships at 
every level from Board to the most junior analyst, and not just at the beginning of the project but throughout it, 
including at the more pressured and difficult moments. We give this explicit consideration in ‘Winning Teams’. 
Some of this will be formal, or through working collaboratively, but a lot of relationship-building will also come 
through the small things we do together (whether it is running at lunchtime, baking rotas, after-work socials, or 
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Question 4 
Successful delivery of PR19 

Please detail how you will ensure/contribute to ensuring the overall successful delivery of PR19 having regard 
to, but not exclusively, the Delivery Partner responsibilities under the Contract. 

 
As your Delivery Partner (DP), our primary focus will be to contribute to successful outcomes for customers: 
lower bills, greater investment, improved performance (e.g. fewer outages, better customer service) and better 
environmental stewardship. This builds on the PR14 successes. PR19 also adds the importance of innovation 
and resilience (both operational and financial). This will lead to a markedly different UK water sector by 2025 
with more robust water companies, more clearly serving their customers.    
 
Achieving these outcomes requires incentivising water companies to stretch themselves and then setting 
challenging, but fair, revenue control targets. The headwinds are favourable. Much lower financing costs should 
knock £15 to £25 off a typical annual household bill. Reduced pension deficit funding allowances, 2020 RCV 
adjustments and capturing PR14 totex outperformance is worth at least another £103 off a typical annual 
household bill. PR19 therefore has the potential for substantial customer benefits. 
 
Generating these successful outcomes for customers requires a rigorous, well-run PR19 review process, which 
is tough, fair and transparent. Success also means different things to different people at a more personal level. 
In the diagram below we set out how we think success feels for different participants of the PR19 review. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
By recognising these different aspects of success right across the PR19 programme, we have tailored our 
approach accordingly.   
 
Firstly, successful delivery can only be achieved by getting the basics right. We understanding the 
importance of identifying the right people for the right roles at the right time (as part of this bid we have specially 
selected leadership roles based upon experience). Joined-up workstream leadership will enable our teams to 
work seamlessly. A regular programme rhythm of steering meetings and DP contracting meetings will enable 
issues to be escalated and resolved in a timely manner. Timely review and quality assurance means that the 
project deliverables for the Ofwat Board and ultimately made public will be of the highest quality.  
 
A second over-arching theme will be our focus on delivering Ofwat’s objectives and contributing to 
consumer outcomes, rather than focussing on the narrower DP responsibilities. Whilst the DP responsibilities 
will be defined under the contract, we recognise that it is not possible to codify everything and that Ofwat’s 
requirements may evolve over the course of the programme. Our approach will be to work with you as one 
team, continuously checking in to understand your overall objectives and optimising our work to deliver those 
objectives. We want our success to be judged by your success.  
 
Co-locating and building relationships is critical for long-term success. We commit to being physically 
located alongside Ofwat teams, to build teamwork and mutual understanding. Where possible we can use 
collaborative arrangements using remote working technology, but our preference and default will be co-
location. 
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Question 5 
Skills 

Please outline how you will provide the key competencies required in the Statement of Requirements (see 
paragraph C) by reference to the likely volume of work and the anticipated mix of skills required. 

Responses shall include: 

 How you will ensure coverage of each discipline, with expertise in all relevant identified work areas and 
skills, demonstrating an understanding of the regulatory environment for regulated utilities in the UK and 
the constituent parts of price controls; 

 How you will ensure an appropriate range of relevant experience across different levels of seniority, so 
Ofwat has confidence work will be placed at the right level in terms of experience and cost effectiveness; 

 The methods you will deploy for assessing and matching individual staff to assignments; and 

 Details of who will be considered the Key Personnel as set out in the Delivery Partner Contract and the 
CVs of all such personnel, as well as CVs of any other members of the Bidders’ core team. 

Bidder note: in addition to the Account Manager and Senior Sponsor, this may include Delivery Partner leads both overall 
and by Workstream, and Sub-Contractor leads by discipline. 

 
How we have ensured the coverage of each discipline across all levels of seniority  

In this sub-section we consider each of Ofwat’s required skill areas in turn. We set out our understanding of 
your likely requirements, and explain our coverage of each skill area across all levels of seniority. We also 

describe the skills of some of the key individuals – at varying levels of seniority – who we expect will play key 
roles on our work. 

We have also prepared a detailed analysis (attached as an annex to this question) of our experience working 
with water companies on the preparation of PR19 business plans. This is to ensure that any perceived or actual 
conflicts at the individual level would not impact on our ability to provide the key competencies required in the 
Statement of Requirements. In some situations this requires limiting proposed team members’ role, for example 
we have assigned an individual who has experience in preparing a PR19 retail business plan for a water 
company into the wholesale workstream.  

MM has extensive experience working with Thames Water on Water Resources Management Plans, but we 
have ensured that a sufficient number of skilled individuals who have not worked with Thames Water are 
included in our DP team.
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Financial modelling and information and data 

Our understanding of the likely volume and mix of skills 
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We are therefore very confident that we can supply Ofwat sufficient skills in the area of regulatory policy advice.     
 
Approach to matching individual staff with assignments  

So that the right skills are deployed to the right work areas at the right times and in a cost-effective way, we 
plan to implement a combination of deployment methods and flexible resourcing models. This will ensure that 
the value for money of our DP activities and that we will have the ability to quickly scale up/down our staff 
numbers to meet your requirements and timescales. In short, the amalgam of approaches will ensure both 
‘allocative’ and ‘productive’ efficiency.  

We will implement the following deployment approaches to ensure the best possible assessing and matching of 
individuals to assignments: 

 We will draw individuals from across the consortium, always deploying the ‘best person for the job’ 
regardless of which consortium member is the ultimate employer; 

 We will focus on Ofwat’s needs and requirements, rather than those of the consortium or individual 
consortium members; and 

 We will work in collaboration and consultation with Ofwat in making appropriate selections. 

 
The above methods will be facilitated through weekly meetings, ensuring that we assess the requirements of 
assignments on a rolling basis.  
 
Our emphasis will be on matching the ‘whole team’ to Ofwat’s requirements, not just filling resource needs on a 
case-by-case basis. We will do this through: 

 A small DP leadership team with representatives from PwC, Europe Economics (EE) and Mott 
MacDonald (MM). This will enable communication across our consortium to understand capabilities; 

 Designated DP workstream leader roles aligned to Ofwat workstream leader roles. Early in the project 
we will ensure our workstream leader roles are a good fit for Ofwat workstream leader roles. We are 
willing to switch or change workstream leader roles during mobilisation, if required; 

 Deputy workstream leader roles where required, meeting the skill requirements of the workstream; and 

 A large pool of staff spread across Ofwat skill requirements. This will enable us to deploy junior staff 
across workstreams, while retaining broader programme understanding.   

Furthermore, we will implement the following resourcing methods to quickly scale up/down our staff numbers, 
ensuring we meet customer-led requirements and timescales. We will take advantage of the following 
approaches:  
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Question 6 
Collaboration / Ways of working 

A. Please demonstrate how you will deliver the Statement of Requirements: 

 collaboratively in line with the Partnering Principles set out in the contract and in line with Ofwat’s SAILOR 
values; and 

 Working closely and seamlessly with Ofwat staff. 
B. Please set out your proposals for ensuring knowledge sharing with Ofwat, and embedding such learning 

and development within Ofwat.   

 
Collaboration  

Collaboration is at the heart of the way our consortium members work. Having repeatedly worked side-by-side 
with our clients, we find that transparent and open relationships are the most effective way to ensure we deliver 
the best project outcomes. We therefore always make the development of a strong and effective joint project 
team our highest priority when we begin our engagements.  
 
Flexible contractual arrangements are an enabler of collaborative working. We frequently use framework 
agreements and Delivery Partner (DP) contracting approaches, which allow us to provide rapid deployment of 
shared staff across client programmes.  
 
In a project of the length, complexity and intensity as PR19, it is imperative that the organisations working 
together have shared values. We have mapped the values of our consortium members against Ofwat’s 
SAILOR values in the diagram below.  
 
Figure 6.1: Mapping Ofwat’s SAILOR values to consortium members  

 
We see strong alignment across the values of our four organisations. Indeed a key link is the desire to make a 
difference. PR19 will set water bills for millions of households and businesses throughout the country. With 
totex spend in the tens of billions, the benefits that a high-quality and curious team can bring water customers 
is therefore vast. Every consultant in our consortium will work to do the right thing for Ofwat as a client, and the 
country, as the ultimate recipient of the benefits of our work. We look forward to making an impact with our 
work. We are excited about what we can achieve together for both the water industry, as a whole, and Ofwat.  
 
Furthermore, over a long and challenging programme such as a price review, we know how important it will be 
that team members support and respect each other. Our consultants regularly work in high pressure and 
challenging environments. We pride ourselves on the strength of the teams we build, the mutual respect we 
have among our colleagues and the resilience to dig deeper or go the extra mile when circumstances demand.
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At these times it is even more important team members feel supported and part of a high functioning team. 
Many of our consultants thrive because of the collective support and respect their colleagues bring them.  

 
Our organisations also share similarities across our purposes. At its heart, Ofwat’s mission is to protect 
consumers by ensuring that water companies can appropriately and efficiently carry out and finance their 
functions. PwC’s purpose – ‘To build trust in society and solve important problems’ – is founded in our heritage 
of creating trust in capital markets, and providing advice to help public, private and voluntary organisations be 
successful. At Mott MacDonald (MM), we aim to deliver optimum solutions and sustainable outcomes for our 
clients, which is at the heart of the drive and determination we put into our project work. And at Europe 
Economics (EE) we aim to work on projects that address real issues. Few projects can meet the respective 
purposes of our businesses more closely than the PR19 price review.  

We set out below how we plan to work collaboratively in line with the Partnering Principles.  

 
Table 6.1: How we will apply Ofwat’s partnering principle 

Partnering principle How we will apply them 

Integrity: establishing mutual trust and 

understanding through fair and honest 
conduct; 

Our consultants work to the highest level of professional standards and 
are not only expected to behave fair and honestly, but also identify and 
escalate any evidence of questionable conduct. We have escalation 
protocols for staff to raise issues with their people manager, or directly 
with our Human Capital team. We are not afraid to speak up and will 
always do the right thing no matter the circumstances.  

Common purpose: the Parties' shared 

primary purpose is the successful delivery of 
the Price Review; 

As consultants dedicated to excellent project and programme 
outcomes, we are committed to the successful delivery of all the work 
we do for our clients. We fully understand the importance and 
implications of the price review to the water sector, water customers 
and the country more broadly. We will take great pride in the success 
of the programme. Through the prime contract, sub-contracts between 
consortium members, and our performance appraisal and reward 
arrangements, we will ensure that all consortium parties and individual 
staff members are incentivised to deliver outstanding service to Ofwat.  

Ambition: the Parties shall challenge each 

other to be the best organisations they can be, 
including by each challenging the assumptions 
and approaches of the other; 

We understand many of the challenges of PR19 and there will be 
additional uncertainties along the way. We will put the success of the 
price control first and ensure we bring the right people onto the project 
to achieve this. Our efforts at PR14 resulted in the project receiving the 
2016 Management Consulting Association (MCA) Award for 
Environmental and Social Value. We will strive for a similar level of 
award-winning excellence in the PR19 DP role.   
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Transparency and excellent 
communications: the Parties shall deal with 
one another transparently, through honest 
and open communication, and manage risk 
by being rigorous and clear about how 
judgements are made and decisions are 
taken. The Parties will aim to build effective 
relationships between their organisations at 
all levels in order to develop a culture of co-
operation, which will enable innovation and 
structured, programmed and well managed 
continuous improvement; 

As above, transparency and open and excellent communication 
as at the heart of a strong and successful team. We want our 
combined team to feel like a single programme, working 
seamlessly to deliver excellent outcomes. We will challenge you 
when we disagree with emerging conclusions and we will push 
internal staff to deliver the highest quality of work. 

 

 

Equality and diversity: the Parties shall 

actively promote the principles of equality and 
diversity; 

At PwC and within our consortium partners we are committed to 
creating an inclusive culture where everyone feels a sense of 
belonging, is comfortable being themselves at work and can reach 
their full potential, an environment where difference is valued. This 
comes across every day in how we treat each other and our clients. 
Both PwC and MM are global businesses and we regularly form 
impactful teams combining colleagues from across the globe.  

We led the way on pay equality, reporting our gender pay gap in 
2014, four years ahead of the government’s regulation coming into 
force. We were also the first professional services firm to report this 
data under the government’s guidelines in June 2017, when we also 
became the first professional services firm to extend this reporting to 
ethnicity. 

Reputation: the Parties recognise the 

importance of the success of the Price Review 
to both of their reputations, and wish to ensure 
that their successes are recognised by the 
public and by wider stakeholders, including 
Parliament; 

As set out in our shared values, our consortium takes great pride in 
solving important problems to the benefit of society and the working 
world. A successful and well-run Price Review will set the tone for the 
sector in the years ahead.  

PwC’s global reputation is something our staff our proud of. We bring 
energy and professionalism to all the work we do. We are the world’s 
largest professional service firm and our brand is regarded 8th 
strongest in the world (Brand Finance – Global 500, 2018) 

Maximising value: the Parties shall work 

together to secure value for money for the public 
in the provision of the Services;  

Our financial proposal is designed to balance the success of the 
Price Review with cost efficiency. We have applied an inflationary 
increase to our PR14 rate card, despite higher cost increases, so 
Ofwat is getting better value than achieved in the PR14 DP contract. 
Our agile resourcing approach means that only efficient costs will 
incurred.   

Flexibility: the Parties shall respond positively 

and commercially to any changes which occur 
during the Term, as well as the day-to-day 
requirements of providing the Services; and 

We hope our response on flexibility has identified how clearly we 
understand the uncertainties that could arise during a Price Review 
and how hard we will work to plan for them to mitigate their impact. 
We will also react quickly to any changes that do occur and provide a 
seamless service to Ofwat. 

Value experience: the Parties will value the 

experience and opinions that each brings to this 
relationship. 

We identify above how important trust and open communication are 
in maintaining a strong and collaborative team. We very much look 
forward to debating questions that arise during the project. We do not 
underestimate the learning opportunity this project will bring so many 
of our consultants, particularly those more junior.  

Source: PROC.01.0516 - Schedule 6.1 (Governance and Contract Management) FINAL 26-2-18 

 

Working closely and seamlessly with Ofwat staff 

Some of the ways in which we will work to make PR19 a success. Many, if not all, of our suggested approaches 
and techniques are designed to create a close and seamless relationship between Ofwat and DP staff. 
Partnership is at the heart of this approach. We will work onsite at Ofwat’s offices as one team and ensure DP 
staff are fully aligned and embedded with the programme. In most cases DP staff will work and report to an 
Ofwat staff member. Our staff regularly operate in this way and we see minimising communication channels in 
a programme of this size and complexity as being of utmost importance.  
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We will build trust across the team, holding regular, open and honest conversations on progress with 
workstream leaders. We will support Ofwat staff however we can. A programme of this size has many moving 
parts and interdependencies. Where deadlines are set, it will be important that staff and workstreams meet 
them. As one team, your deadlines will be our deadlines and where there are risks of overruns or delays, we 
will offer additional support to keep the programme moving forward. In the few cases that we have separate 
deadlines, such as the production of a standalone report, we will always meet them, unless circumstances are 
out of our control. We have the depth and breadth of staff across our three organisations to bring the right 
skillset and seniority into the DP. This will allow us to resource appropriately at the right level of seniority and 
skills throughout the programme to further facilitate effective interaction and collaboration.  

 
Tools to assist collaboration 

As a consortium that delivers over 100 separate services in several distinct lines of services, our projects are 
regularly cross disciplinary. Here multiple parts of our consortium (or firms within the consortium) collaborate to 
provide our clients with a tailored and complementary collection of services and expertise. Continuous 
collaboration has made us adept at building strong, multi-functional engagement teams. We have developed 
and employ a number of in-house techniques to make our working relationships as effective as possible: 
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Question 7 
Interview 
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This is a proposal document and does not constitute a contract of engagement with PricewaterhouseCoopers LLP. The information set out 
in it is an indication of the terms on which we propose to carry out advisory services for you but the proposal is subject to the terms of any 
subsequent engagement contract that may be entered in to between us. In the event that our proposal to you is successful, our acceptance 
of the engagement will be contingent upon the completion of all our internal engagement acceptance procedures. 
In the event that, in accordance with the Government’s Transparency agenda or pursuant to a request which you have received under the 
Freedom of Information Act 2000 (“the Act”) or the Environmental Information Regulations 2004, you wish to disclose or publish any 
information contained in this proposal, you will consult with us prior to disclosing or publishing such information. You agree to pay due 
regard to any representations which we may make in connection with such disclosure or publication and to apply any relevant exemptions 
which may exist under applicable legislation to such information. By way of example, we consider that our fee rates, methodologies and the 
CVs of our team members included in this proposal fall within exemptions under the Act and therefore should not be disclosed. If, following 
consultation with us, you disclose or publish any information in this proposal, you shall ensure that any disclaimer which we have included 
or may subsequently wish to include in the information is reproduced in any copies disclosed. 
© 2018 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to the UK member firm, and may sometimes refer 
to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details. 

 




