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Date: Wednesday 18 November 2020 
 
To: draftrepresentation@watercommission.co.uk. 
 
 
BRITISH WATER RESPONSE TO THE WATER INDUSTRY COMMISSION FOR SCOTLAND DRAFT DETERMINATION FOR 

THE REGULATORY CONTROL PERIOD 2021-27. 
 

At a time of unprecedented change and pressures resulting from climate change, population growth, COVID-19 
and other factors, British Water is very pleased to see the following in the Draft Determination for SRC21: 

 

• A demonstrative collaborative approach in the development of a draft determination which outlines a long-

term vision to ‘keep Scotland’s water wonderful’. It is clear that a collective vision has been thought through 

in order for all necessary parties to understand their role and responsibilities to deliver outcomes over the 

period. 

• A holistic approach to significantly increase investment in an industry that contributes to the improvement 

of infrastructure, creates jobs and supports livelihoods across Scotland. 

• A £4.5bn investment (an increase of £1,095m - around 30%) from the allowed investment in the 2015-21 

regulatory control period. 

• Whilst recognising the voice of customers through the Customer Forum, there has been clear recognition 

of the challenges ahead and the acceptance that significant investment is required to address an ageing 

asset base, the operational life of which has been prolonged, rather than renewed in recent years. 

• The scope for Scottish Water to be flexible through a £133m ring-fenced allowance, for an option. 

that has a higher net present value (NPV), to cover any additional costs is welcome. This should enable far 

greater innovation through the seeking out of best solutions for the long-term, rather than short-term 

lowest cost options.  

 

British Water would also like to make the following points:  

 

• The above is critical for the supply chain whose solutions can sometimes be overlooked when there is a 

predominant focus on short-term/low cost solutions. In order to achieve net-zero emissions by 2040 a 

close, open and collaborative approach will need to be developed in order to identify and test available 

technologies and products across the supply chain.  

http://www.britishwater.co.uk/
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• We would encourage Scottish Water to continue to strengthen its engagement with the supply chain and 

continue to monitor the uptake of innovations as part of the journey to embed carbon, natural and social 

capital.  

• It will also be important for Scottish Water to continue to clearly update supply chains on any project carry 

forward from 2015-2021, as a result of COVID-19. 

• The supply chain is keen to support Scottish Water on the development of a Transformation Plan to 2040. 

• The 1% real efficiency challenge and £150m capital efficiency challenge should help ensure rigorous 

decisions are made throughout the period. 

• We will observe with interest how Scottish Water will propose charges, taking into account customer views 

in its Annual Scheme of Charges and the impact of the regulatory innovation used in the Draft 

Determination 

• We would encourage WICS to continue to monitor the impact of COVID-19 on the medium and long-term 

to ensure Scottish Water is able to play a critical role in the Green Economic Recovery. 

 

Yours sincerely 

 

Lila Thompson 
Chief Executive 
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Area 3-F South 
Victoria Quay 
Edinburgh 
EH6 6QQ 

 
 

 
Drinking Water Quality Regulator for Scotland 
 

 
Tel: 0131 244 0186  
Email: sue.petch@gov.scot 
www.dwqr.scot   
 
 
  Alan Sutherland 
Chief Executive Officer 

Water Industry Commission for Scotland 
First Floor 
Moray House 
Forthside Way 
Stirling 
FK8 1QZ 
 

 

 

18 November 2020 
 
Dear Alan 
 
Strategic Review of Charges 2021-27 – Draft Determination 
 
Thank you for inviting me to comment on the Draft Determination.  I recognise that this is the 
product of extensive engagement with stakeholders which has enabled a collective understanding of 
the challenges facing the industry in the long term.  
 
I am pleased that your Draft Determination proposes the need for increased investment so that 
Scottish Water can continue to deliver this vital public service, in particular, investing in assets that 
have either reached or are reaching the end of life.  The growing need to replace assets has been 
clearly evidenced during the review process and aligns with our own observations from site audits 
and when investigating water quality events and incidents.  As the customer research has shown, 
and the pandemic has underlined, the need to maintain a safe and plentiful supply of drinking water 
quality is vital for public health. 
 
I am reassured that the proposed levels of funding should enable Scottish Water to maintain current 
standards of service and include an allowance for enhancement and growth broadly similar to that of 
previous periods.  In my annual report for 2019, which was published on 10 August 2020, I noted 
that the compliance with drinking water quality standards at 99.92% has been static over the last 
few years despite significant levels of investment.  I recognise that maintaining levels of compliance 
is a challenge particularly given climate change impacts on water resources, altering demand 
patterns and the current capability of Scottish Water’s assets.  However, it is paramount that 
standards are not allowed to deteriorate. 
 
I wish to highlight that the comparison with England and Wales is not favourable for drinking water 
quality unlike other areas of performance used in comparative measures.  I recognise that the poorer 
performance may well reflect the large numbers of assets that Scottish Water has to operate 
compared to its counterparts.  However, it underlines the need for investment and the scope for 
further improvement. 
 

http://www.dwqr.scot/
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Looking to the future, I fully recognise and welcome the need to ensure projects are appraised 
appropriately, moving away from investment decisions being taken based on the lowest economical 
cost, but to choices based on a longer term range of benefits.  However, it will be important to 
ensure that the transition to an improved appraisal process does not delay the delivery of investment 
to replace ageing assets such that quality standards are compromised. Whilst I also welcome the 
development of a new investment decision-making process and the flexibility this brings to 
addressing both near-term and long-term challenges, I remain concerned over the lack of certainty 
for quality regulators of the timescales for addressing particular needs. This is an area that I will be 
monitoring closely through the work of the Investment Planning and Prioritisation Group. 
  
I am fully supportive of Scottish Water’s Transformation Plan.  Whilst this allows Scottish Water to 
take full ownership of its future strategy, it also builds on the trust and good relationships that have 
been developed within the industry and, in particular, between Scottish Water and DWQR since both 
were created in 2002.  I believe that this is key to ensuring that regulators and customers can be 
reassured that relevant information is taken into account when delivering services and the required 
improvements. 
 
I look forward to working collaboratively with you and your team during the evolution of the industry 
and delivery of the industry vision. 
 
Yours sincerely 
 
 

 
 
 
Sue Petch 
Drinking Water Quality Regulator for Scotland 
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28 October 2020 

 

 
 
 

Dear Alan, 
 
Strategic Review of Charges 2021-27 – Draft Determination 
 
I write to respond to the Draft Determination of the Water Industry Commission for Scotland, published 
on 8 October, following our board’s consideration of this at our meeting today.   
 
We strongly welcome the recognition of the need for increased investment so that we can maintain 
services to customers, deliver our commitment to achieve Net Zero emissions and play a full part in 
achieving the water sector vision.   
 
However, we note your stretching expectation that Scottish Water will deliver annual efficiency savings 
beyond what any UK water company has previously managed, transform as an organisation and build 
an active and two-way relationship with the customers and communities we serve. 
 
We acknowledge that while the charges’ cap you propose could mean a 30% increase in our 
investment programme that will only be achievable if we effectively engage with customers and 
communities across Scotland to build their support for higher charges that are fair to both current and 
future customers. 
 
From our point of view, the draft determination is both an opportunity for Scottish Water to deliver the 
future water and waste water services we have designed together with customers, communities and 
stakeholders in our strategic plan and also a significant challenge for us as an organisation. 
 
The Strategic Review of Charges 
 
Throughout the development of this strategic review of charges you have adopted an Ethical Based 
Regulation approach which has fostered collaborative working across industry members and a focus 
on the long term. This has enabled the industry to identify and address the upcoming challenges we 
face together, whilst maintaining the trust and confidence of customers. As a business that manages 
assets that last decades and in some cases centuries, Scottish Water welcomes this new approach.  
 
As part of this long-term approach, the Scottish Government invited Scottish Water to work with those 
engaged in the water sector to develop a vision, setting out how the sector will deliver its vital services 
and provide leadership in responding to the climate emergency. This vision, co-created with key water 
industry stakeholders and endorsed by the Government, sets out that ‘Scotland’s water sector will be 
admired for excellence, secure a sustainable future and inspire a Hydro Nation’.  
 

Castle House 
6 Castle Drive 
Carnegie Campus 
Dunfermline 
KY11 8GG 
 
 
W: www.scottishwater.co.uk 

Alan Sutherland 

Chief Executive 

Water Industry Commission for Scotland 

First Floor, Moray House 

Forthside Way 

Stirling FK8 1QZ 
 

Emailed to:draftrepresentation@watercommission.co.uk 
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Our Strategic Plan – A Sustainable Future Together, published in February, describes how we will 
seize the opportunities and rise to the challenges ahead - building on past success to meet customers’ 
expectations, deliver Scottish Ministers’ objectives and play our leading role in achieving this ambitious 
vision. 
 
Within our Strategic Plan we set out the need to transform as we deal with the climatic threats to our 
services, replace our ageing assets, and play our full part in reducing carbon emissions beyond net 
zero.  This plan is focused on how we will meet our customers’ current and future expectations; 
pursuing excellence in all we do, seeking always to act responsibly and ethically, building trust, leading 
and inspiring others, to achieve strategic outcomes that are aligned with our role in achieving 
Scotland’s ambitious Water Sector Vision.  
 
We welcome that the Draft Determination recognises the significant ambition of our plan, and the vital 
role we play in supporting a Flourishing Scotland.   
 
Our Asset Challenge  
 
We also welcome the Draft Determination’s focus on the asset replacement challenge we face. As 
highlighted in the Draft Determination, to deliver consistently excellent services we rely on a vast 
number of complex and diverse assets. Many of our assets were built over 50 years ago, and some of 
our water mains and sewers are well over a hundred years old, so it is inevitable that every day assets 
can fail and there is potential for customers to experience disruption to their water and waste water 
services. Managing the risk of failure of our assets more effectively has been key to improving service 
levels in recent years. While we will continue to excel in this, pursuing ever greater operational 
effectiveness, the Draft Determination rightly highlights that we must increase investment significantly 
to ensure we can replace ageing assets and deal with climate change. 
 
As referenced in the Draft Determination, we have recently updated our asset replacement modelling 
to develop a more granular understanding of the likely replacement profile for our considerable 
mechanical and electrical assets. We are now expecting to see greater investment required for 
replacement of these assets over the next 6 years than we had previously understood. We will 
continue to assess the level of investment demand as we progress through the period, and further 
develop our asset data and analytical capability to further strengthen our forecasts. 
 
Charge Increases 
 
As outlined in our Strategic Plan, our plan to deliver great value for customers is based on keeping 
customer prices affordable over the long term, making smarter investment choices and transforming 
how we will work. In delivering our services our Strategic Plan sets out our commitment to take all 
possible steps to drive for further efficiency.  As recognised in the Draft Determination, even in 
achieving the demanding efficiency targets set, financing the necessary investment will require above 
inflation increases in charges.  
 
Failure to smoothly increase charges to enable us to meet the inevitable replacement of our assets at 
the end of their lives, and manage the climatic changes, would lead to a burden on future customers to 
pay disproportionately more for the same service in comparison to current customers. It would also 
hinder our ability to achieve our ambitious target of achieving beyond net zero emissions. In 
consequence we agree that it is essential we progress towards the long-term levels of sustainable 
investment. 
 
The Draft Determination rightly highlights the considerable impact that COVID-19 has had on 
customers, the economy and the uncertainty that it created.  To maintain and build trust and 
confidence we must always be sensitive to our household and non-household customers’ financial 
situation as we increase charges and progress towards investment levels that will enable us to sustain 
our service levels over the long term and deliver our role in achieving Scotland’s ambitious Water 
Sector Vision.  
 
This creates a difficult balance to strike - balancing investment needs to replace ageing assets, 
increase the robustness and resilience of drinking water, further improvement to the environment and 
progress towards net zero on the one hand, against the economic circumstances of our customers in 
the shorter term and fairness to future customers.  
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We will work with customers and stakeholders to ensure we strike the best possible balance each year 
to the current and future economic circumstances of our customers, seeking to avoid significant price 
increases in the future.  COVID-19 has created particular uncertainty for businesses who were already 
reducing their consumption of water. We will continue to monitor this closely and welcome the 
proposal in the Draft Determination for future joint work in this area. 
 
Investment Planning 
 
In our Strategic Plan we highlighted a new investment planning framework that will prioritise 
investment to replace worn out assets, improve asset capability, address compliance issues and risks, 
meet areas of greatest customer impact, and support new housing and business growth while 
achieving a net zero emissions future. This new approach will allow us to continually incorporate the 
latest evidence, collaborating with stakeholders to ensure the costs and benefits of competing 
investment priorities are considered appropriately. We agree that this approach will initially be 
challenging, particularly given the difficult prioritisation that will be required over the coming years to 
balance replacing assets at the end of their useful lives with investment to further enhance drinking 
water quality and the environment. We are confident, however, that this new approach will ultimately 
enable a more flexible and transparent framework through which we can make smarter investment 
decisions. We are committed to working with stakeholders to continually improve the framework and to 
building trust and confidence through ever more robust investment appraisals.    
 
Within these investment appraisals we will take a more holistic approach, considering wider benefits 
such as supporting our commitment to achieve net zero emissions, as well as wider social and 
community benefits and supporting the ‘green recovery’.  We will also increase stakeholder and 
community engagement, beginning conversations earlier so communities can influence the selection 
of the solution by incorporating their thoughts, concerns and ideas into our decision making. The 
proposed ring-fenced capital expenditure allowance for options that deliver greater benefits than the 
least cost option will support this approach and we welcome the proposal for further work on its 
mechanics, so it does not hold up decision making.  
 
Transformation 
 
Delivering our Strategic Plan, and becoming an exemplar open, transparent learning organisation, 
requires radical transformation.  As outlined in our Plan we are taking a strategic approach to change 
to drive transformation and innovation throughout the business and build the capacity and skills to 
lead, inspire and influence others to explore new approaches. We look forward to working with WICS 
and others as we develop, deliver and update our Transformation Plan which will be crucial to making 
progress to our Strategic Plan. 
 
I would like to take this opportunity to thank you and the team in your office who have been leading the 
work on the Strategic Review of Charges. 
 

Yours sincerely  

Douglas Millican 
Chief Executive  







Community and Enterprise Resources 
Executive Director Michael McGlynn 

Montrose House, 154 Montrose Crescent, Hamilton ML3 6LB  Phone: 01698 454798   
Email: michael.mcglynn2@southlanarkshire.gov.uk 

 

  

 
 
enquiries@watercommission.co.uk 

Our ref: A3376965 

Your ref:  

If calling ask for: Michael McGlynn 

Phone: 01698 453838 

Date: 11 November 2020 

Dear Sirs 
 
WICS publishes draft determination of water charges in Scotland 
 
I refer to your email dated 8 October 2020 and write to update you. 
 
South Lanarkshire Council notes the plans to undertake work to maintain the water and sewerage 
systems. South Lanarkshire Council would recommend public health benefits feature when 
determining the priority allocated to planned improvement works. 
 
The council collects water charges on behalf of Scottish Water (SW). Remittance to them is not 
based on the actual amount of water charges collected but on the overall percentage of water 
charges levied on the council tax bills issued. At the moment therefore SW receive around £0.28 of 
every £1 the council collects. This is more than they would receive if it was based on the actual 
collection of water charges due to the lower collection rate of water only bills i.e. those council tax 
payers in receipt of full benefit. 
 
The attached document caps annual increases annually over the Regulatory period (2021-2027) at 
CPI +2%. Potentially therefore charges could increase at a higher rate than council tax property 
charges and if this was the case SW would get a bigger share of the income collected. Collection 
rates will however most likely be hit if the charges are increased as more people struggle to pay. 
Over this year and last year water charges have only increased by 1.6% in 19/20 and 0.9% in 
20/21 year but the expectation from this report is that households will now pay more. Based on the 
current CPI at 0.7% this could lead to an increase of 2.7% in 20/21. It should be noted however 
that the CPI is volatile and can move quite significantly over a period (over 1 month July to August 
this year it moved 0.6%). It is worth noting the statement in the report however ‘The Commission 
recognises that the Scottish Government may adopt measures to help customers pay their water 
charges in their Principles of Charges for the sector; for example, through the council tax reduction 
scheme. These mitigating measures are matters for the Scottish Government.’ 
 
Also the report states, ‘despite the current uncertainties around the current customer base and 
future growth, the Commission has set a cap on the maximum amount of charges at CPI+2% for 
each year of the regulatory control period. Scottish Water must propose charges in its Annual 
Scheme of Charges that are consistent with this annual cap and/or the cumulative application of 
this cap’. This suggests that the increase in some individual years could be higher than the cap as 
long as the cumulative application of the cap is not exceeded. This is unclear if charges can be 
higher than the cap in some years 
 

mailto:michael.mcglynn2@southlanarkshire.gov.uk


Another point to note is that many customers don’t differentiate between council and water charges 
on their bill and just see the council as the problem. Significant increases in water charges could 
exacerbate this issue. It should also be noted that the CPI is volatile and can move quite 
significantly over a period (over 1 month July to August this year it moved 0.6%). 
 
There is also no mention of the fees Scottish Water pay councils for administering and collecting 
their charges (in SLC £89k/month). Obviously if debt levels increase then there is a bigger 
administrative and collection burden on councils. 
I trust the above information is of assistance.  

Yours sincerely 
 

 
 
 
 
Michael McGlynn 
Executive Director 
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