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Detail the drivers behind the variable opex rate for the indicative proposed 
solution? 
Detail the drivers and explain the large difference in variable opex between 
the indicative solution and the alternative solutions? 

 
In your response to LTW002 Q1, we requested an explanation as to why your 
Efficiency of Expenditure template noted the allowance for LTWLR was £0 
million. During our correspondence in June and December 2025, it was 
agreed by Ofwat that the new gate one allowance for LTWLR is equal to £1.21 
million. This was broken down in the following way: 
 
Reprofiling of £0.14 million from gate two to gate one (June 25). 
Reprofiling of £0.07 million from gate two to gate one (Dec 25). 
Additional £1 million allowance (Dec 25). 

This was to account for the gate one submission moving to a later date 
and therefore ring-fenced as SRO allowance.  

Please can you reflect this in an updated efficiency of expenditure 
template.   

In your response to LTW002 Q4, you have provided a high-level breakdown of 
the drivers in your forecasted gate two expenditure in comparison to your 
PR24 allowance. Please provide further detail on the following points: 
 
Please provide an estimated timeframe for when you expect to have more 
certainty of your gate two costs following the work your Technical Partner 
will be undertaking 
Please set out how much contingency allowance you have accounted for in 
your forecast for gate two 

______________________________________________________ 

Solution owner response 

Query: In your response to LTW001 Q1, the capital expenditure associated with 
your indicative proposed solution was broken down. However, we have been 
unable to align this with the proposed design set out. Specifically, please can 
you provide more detail on the following elements: 

Please breakdown how many shafts have been costed in and how they feed into 
your proposed indicative design? 

Please breakdown how many tunnels have been costed and how they feed into 
your proposedindicative design? 
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In contrast, for the alternative solutions, which use a traditional pipeline 
solution, to replicate the functionality of the indicative proposed solution and 
enable the cross connection to the existing reservoirs, the water would have to 
be pumped twice: once from the river intake to an existing shaft and then 
onwards pumping to Queen Mary reservoir. This effectively doubles the pumping 
requirement compared to the indicative proposed solution (which is gravity fed 
to Queen Mary), and therefore significantly increases variable operating costs. 

Query: In your response to LTW002 Q1, we requested an explanation as to why 
your Efficiency of Expenditure template noted the allowance for LTWLR was £0 
million. During our correspondence in June and December 2025, it was agreed 
by Ofwat that the new gate one allowance for LTWLR is equal to £1.21 million. 
This was broken down in the following way: 
Reprofiling of £0.14 million from gate two to gate one (June 25). 

• Reprofiling of £0.07 million from gate two to gate one (Dec 25). 
• Additional £1 million allowance (Dec 25). 

This was to account for the gate one submission moving to a later date and 
therefore ring-fenced as SRO allowance.  

Please can you reflect this in an updated efficiency of expenditure template.   

TW response 

Row 52 within the Efficiency of Expenditure template has been updated to 
reflect LTWLR’s Gate 1 allowance being set at £1.21m. An updated version of this 
template has been provided alongside this query response.  

Following on from our response to LTW002, while the £1.21m allowance was set 
by Ofwat in December 2025, we reiterate that the majority of the expenditure at 
Gate 1 as been funded through non-SRO allowances noting the LTWLR scheme 
commenced development in AMP7. Further explanation of LTWLR’s gate one 
expenditure is provided below.  

• To deliver the gate one requirements, Thames Water has funded a total 
spend of £1.08m. This was undertaken to ensure that sufficient progress 
could be made on this critical scheme before the start of AMP8. This 
spend spans both AMP7 and year 1 of AMP8. 

• Overall, the spend associated with SRO gate one funded elements is only 
£0.13m (which covers National Appraisal Unit and Natural England 
advisory costs). The spend associated with SRO early gate two funded 
elements is only £0.449m.   

• Therefore, this represents an underspend against the gate one allowance 
(£1.21m) of £1.08m. This underspend is assumed to rollover into our gate 
two allowance, to contribute to the funding of delivery of the complex 






