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Introduction
This document includes two completed pro forma that explain how United Utilities has calculated its non-standardised ODI calculations. 
For these two ODIs the underperformance payment or outperformance payment could not be calculated using the calculations within the ODI performance model, based directly upon reported performance and were entered into this model as values.
In line with the guidance for these forms, we have used the four key sections in the proforma to set out:
· the basis of the calculation used within the FD,
· the (same) calculation used for the 2020 blind year submission 
· The summary of the difference between the two calculations and the proposed blind year adjustment for each measure.
· Any other information:
The two measures are:
· ID - PR14UUHHR_R-A2
· ID – PR14UUWSW_B1

United UtilitiesUnited Utilities - PR19 Blind year reconciliation for ODIs
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Pro forma for non-standardised ODI calculations

	Water company

	Company name
	United Utilities

	Submission date
	15th July 2020




	Performance commitment

	Performance commitment unique ID
	ID - PR14UUHHR_R-A2

	Performance commitment name
	Customer experience programme 



This performance commitment has two separate elements to it with separate sub calculations used to determine the performance against each component of the measure, to combine the components and to index the resultant calculation consistently.

1. Calculation of ODI included in the PR19 final determination (including Ofwat interventions)

The calculation used within the PR19 final determination, was set out in detail in our main commentary document to our 2019 PR14 reconciliation submission.
All the key steps in this calculation, which were used in the final determination, are set out below:
----------
There are two penalty/incentives tests associated with this performance commitment and ODI. I
Part 1 Cumulative Depreciation – This test compares the actual cumulative depreciation at 2020 with the depreciation assumed in the final determination and which was used to set the target for the measure. As we were part way through the AMP period at that time the data for the first four years had been subject to independent assurance, with the data for the remaining year being forecasted.
	Unit of measure
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20

	Target Cumulative Depreciation (£m)
	1.053
	3.370
	6.396
	10.860
	17.769

	Actual and Forecast Cumulative Depreciation (£m)
	0.001
	0.363
	2.576
	5.685
	10.051



	Unit of measure
	2019 assumed values

	Variance in cumulative depreciation by 2020
	     -£7.718m

	Customer share rate
	50%

	ODI performance adjustment
	-£3.859m


Part 2 Delivery of the programme - This test relates to the whether we had fully delivered the programme by 31st March 2019.  The table below sets out the status of each element of the programme assumed within the final determination.
	Component 
	Delivery test passed
March 2019
	Assumed cost at PR14 (£m)

	Debt Manager replacement
	Yes
	

	Billing system upgrades
	Yes
	

	Customer relationship management system (CRM)
	No
	8.996

	Multi-channel routing
	Yes
	

	Workforce optimisation
	Yes
	

	Analytic capabilities
	Yes
	

	Web content management system
	Yes
	



As shown in the table above all systems were delivered and operational by the 31st March 2019, other than the customer relationship management system. With the cumulative depreciation associated with this expenditure being set out in the table below.
	Unit of measure
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20
	Total 

	Projected cost profile for CRM (£m) 
	3.844
	2.656
	0.886
	1.610
	0.000
	8.996

	Cumulative depreciation for CRM (£m)
	0.000
	0.242
	0.842
	1.196
	1.397
	3.677



Cumulative depreciation on non-delivered elements			£3.677m
Non- delivery incentive rate						50%
Projected and actual ODI performance adjustment 			-£1.838m

Combination of the mechanisms and development of the proposed adjustment
	
	2019 assumed values

	Relative depreciation
	-£3.859m

	Full delivery
	-£1.838m

	Total ODI value (nominal prices)
	-£5.697m



Adjusting for inflation for an ODI linked to a residential Retail price control
As part of our 2019 PR14 reconciliation submission we deflated the forecast Customer Experience Programme penalty from nominal to 2012/13 prices. This was done to resolve the issue of inflationary uplifts embedded in the PR19 Revenue Adjustments and Financial Models. The effect of this was to ensure future revenue returned to customers via the Customer Experience ODI equalled the expected value on a nominal basis.  This approach was confirmed in the PR19 final determination.
The impact of this deflation to 12/13 prices is set out in the table below. 
	
	2019 assumed total ODI values

	Nominal prices
	-£5.697m

	Net deflation (%)
	-26.0%

	12/13 prices
	-£4.522m






2. Calculation of ODI proposed for in period determination

We have retained the FD calculation for the 2020 PR14 reconciliation update.
The revised calculation and the comparison to the FD calculation are set out in detail in our main commentary document to our 2020 PR14 reconciliation submission.
All the key steps in this calculation, are the same as those that were used in the final determination.  The only difference between the two calculations is that actual depreciation in 2019/20 was slightly lower than assumed in our 2019 submission and within the FD.  The revised calculation is set out below:
----------
There are two penalty/incentives tests associated with this performance commitment and ODI. I
Part 1 Cumulative Depreciation – This test compares the actual cumulative depreciation at 2020 with the depreciation assumed in the final determination and which was used to set the target for the measure. As we were part way through the AMP period at that time the data for the first four years had been subject to independent assurance, with the data for the remaining year being forecasted.
	Unit of measure
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20

	Target Cumulative Depreciation (£m)
	1.053
	3.370
	6.396
	10.860
	17.769

	Actual and Forecast Cumulative Depreciation (£m)
	0.001
	0.363
	2.576
	5.685
	9.692



	Unit of measure
	2020 actual values

	Variance in cumulative depreciation by 2020
	-£8.077m

	Customer share rate
	50%

	ODI performance adjustment
	-£4.039m


Part 2 Delivery of the programme - This test relates to the whether we had fully delivered the programme by 31st March 2019.  The table below sets out the status of each element of the programme assumed within the final determination.
	Component 
	Delivery test passed
March 2019
	Assumed cost at PR14 (£m)

	Debt Manager replacement
	Yes
	

	Billing system upgrades
	Yes
	

	Customer relationship management system (CRM)
	No
	8.996

	Multi-channel routing
	Yes
	

	Workforce optimisation
	Yes
	

	Analytic capabilities
	Yes
	

	Web content management system
	Yes
	


As shown in the table above all systems were delivered and operational by the 31st March 2019, other than the customer relationship management system. With the cumulative depreciation associated with this expenditure being set out in the table below.
	Unit of measure
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20
	Total 

	Projected cost profile for CRM (£m) 
	3.844
	2.656
	0.886
	1.610
	0.000
	8.996

	Cumulative depreciation for CRM (£m)
	0.000
	0.242
	0.842
	1.196
	1.397
	3.677



Cumulative depreciation on non-delivered elements			£3.677m
Non- delivery incentive rate						50%
Projected and actual ODI performance adjustment 			-£1.838m

Combination of the mechanisms and development of the proposed adjustment
	
	2020 actual values

	Relative depreciation
	-£4.039m

	Full delivery
	-£1.838m

	Total ODI value (nominal prices)
	-£5.876m



Adjusting for inflation for an ODI linked to a residential Retail price control
As part of our 2019 PR14 reconciliation submission we deflated the forecast Customer Experience Programme penalty from nominal to 2012/13 prices. This was done to resolve the issue of inflationary uplifts embedded in the PR19 Revenue Adjustments and Financial Models. The effect of this was to ensure future revenue returned to customers via the Customer Experience ODI equalled the expected value on a nominal basis.  This approach was confirmed in the PR19 final determination.
The impact of this deflation to 12/13 prices is set out in the table below. 
	
	2020 actual total ODI values

	Nominal prices
	-£5.876mm

	Net deflation (%)
	26.4%

	12/13 prices
	-£4.649m




3. ODI summary (£m, 2012-13 prices)

	#
	Field
	£m (2012-13 prices)

	A
	ODI payment included in the PR19 FD (including after Ofwat interventions)
	-£4.522m

	B
	ODI payment proposed for blind year reconciliation
	-£4.649m

	C
	Proposed blind year adjustment (B – A)
	-£0.127m




4. Any other information































	Water company

	Company name
	United Utilities

	Submission date
	15th July 2020




	Performance commitment

	Performance commitment unique ID
	PR14UUWSW_B1

	Performance commitment name
	Average minutes supply lost per property (a year)



This performance commitment has been included as a non-standard pro-forma solely because of issues relating to formatting in the ODI performance model. We have had to manually enter the actual outperformance payment in the ODI performance model as an override umber, due to the formatting working incorrectly in the calculation tabs due to entering the information in the time:seconds format. 


1. Calculation of ODI included in the PR19 final determination (including Ofwat interventions)
	Performance commitment level
	12:00

	Forecast performance level
	11:35

	Have we met performance commitment level?
	Yes

	Standard outperformance cap
	09:00

	Standard underperformance collar
	14:00

	Is performance liable to underperformance or outperformance?
	Outperformance

	Outperformance rate
	3.978

	Outperformance in mm:ss format
	00:25

	Outperformance converted to number format 
	0.417

	Outperformance payment
	1.6575














2. Calculation of ODI proposed for in period determination

	Performance commitment level
	12:00

	Actual performance level
	10:11

	Have we met performance commitment level?
	Yes

	Standard outperformance cap
	09:00

	Standard underperformance collar
	14:00

	Is performance liable to underperformance or outperformance?
	Outperformance

	Outperformance rate
	3.978

	Outperformance in mm:ss format
	01:49

	Outperformance converted to number format 
	1.82

	Outperformance payment
	7.2267




3. ODI summary (£m, 2012-13 prices)

	#
	Field
	£m (2012-13 prices)

	A
	ODI payment included in the PR19 FD (including after Ofwat interventions)
	£1.6575m

	B
	ODI payment proposed for blind year reconciliation
	£7.2267m

	C
	Proposed blind year adjustment (B – A)
	£5.5692m




4. Any other information

