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Annex to retail charges assurance statement – compliance with Ofwat’s charges scheme 
rules 
 

Rule 
no. Charges scheme rule Compliance statement 

1-6 Introduction and Interpretation N/A 
7 Consumer Council for Water  

7 
Before making a charges scheme a relevant undertaker 
must consult the Consumer Council for Water about its 
proposed scheme in a timely and effective manner. 

Compliant. 
We commenced engagement with CCWater on 2017-18 charges in July 2016. 
The engagement has taken a number of forms. 
There has been an on-going exchange of emails with CCWater since July, including 
the provision of information to CCWater both proactively and in response to their 
queries. 
There was an agenda item on 2017-18 charges at the quarterly meetings with 
CCWater held on 12 September 2016 and13 December 2016, comprising a 
presentation made by us followed by a discussion and question and answer session. 
With regard to the restructure of our wholesale charges (see rule A1 (a) above), we 
held discussions with CCWater both before and after the period of consultation, and 
they provided a formal response to the consultation. 
In their consultation response, CCWater raised concerns regarding the implications of 
the restructure on the cost-reflectivity of our wholesale charges. Our decision to make 
the restructure temporary by phasing it out over three years, took these concerns into 
account. 
We received a letter from CCWater on 20 December 2016 confirming the engagement 
that had taken place and summarising the key matters arising from it. 
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Rule 
no. Charges scheme rule Compliance statement 

8 Bill stability  

8 

Undertakers should carry out a proportionate impact assessment 
whenever the nominal value of bills for a given customer type 
(assuming a constant level of consumption) is expected to increase by 
more than 5% from the previous year. 

Compliant. 
In accordance with our Statement of Significant Changes, which was 
published on 11 January, no class of residential customer will experience 
an increase in their total charges (i.e., wholesale plus retail) of more than 
5% from the previous year. This assumes a constant level of consumption 
(or rateable value or number of bedrooms in the case of rateable value-
based charges and assessed measured charges respectively). 

9-11 Publication  

9 
Charges schemes must be published no later than the first working 
day of the February immediately preceding the Charging Year in 
relation to which they have effect. 

Compliant. 
We have published our charges schemes on our website by the prescribed 
deadline of 1 February 2017. 

10 

Charges schemes must be published on a relevant undertaker’s 
website and in such other manner as the undertaker considers 
appropriate for the purpose of bringing it to the attention of persons 
likely to be affected by it. 

Compliant. 
As rule 9. 
We will also continue to publish customer-friendly versions of the formal 
charges schemes for household customers. 

11 

Where a relevant undertaker has published or fixed standard charges 
otherwise than under a charges scheme for any services provided by 
that undertaker, charges schemes must state how customers may 
obtain a copy of such charges and, if applicable, where on a relevant 
undertaker’s website those charges may be found. 

Compliant. 
Our charges schemes signpost readers to where information on other types 
of charge can be found on our website. 
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Rule 
no. Charges scheme rule Compliance statement 

12-
17 Principles for determining the amounts of charges  

12 Consistent principles and approaches must be applied to the calculation of charges 
for different classes of customers. 

Compliant. 
We apply consistent principles and methodologies to the 
calculation of charges for different classes of Eligible 
Premises, regardless of the services provided. 

13 Charging structures must reflect the long run costs associated with providing the 
relevant service. 

Compliant. 
With the exception of a small number of properties that attract 
a fixed annual charge, our allowed wholesale water supply 
revenue is recovered by variable charges. 
The costs of providing surface water drainage and highway 
drainage are recovered by fixed annual charges. 
Otherwise, with the exception of a small number of properties 
that attract a fixed annual charge, our allowed wholesale 
sewerage revenue is recovered by variable charges. 

14 

Charges for services provided to domestic premises must be fixed so that the 
average difference between metered charges and unmetered charges only reflects 
any differences in the costs of, and the additional benefits of, the provision of one 
service relative to the other; 

Compliant. 
The difference between our metered and unmetered retail 
charges reflects the difference in the average-cost-to-serve 
revenue allowances for dual-service metered and unmetered 
household customers in our PR14 Final Determination. 

15 

Differences between charges for services provided to larger users of water and 
charges for services provided to smaller users of water must only be based on cost 
differences associated with differential use of network assets, differential peaking 
characteristics, different service levels and/or different service measurement 
accuracy. 

Compliant. 
The difference in charges between our standard charges and 
large user charges are based on cost differences associated 
with differential use of network assets. 
The differences are supported by our cost model, and are 
broadly in line with the rest of the industry. 
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Rule 
no. Charges scheme rule Compliance statement 

16 

Where cost differences associated with differential peaking characteristics are used as a basis for 
differences between charges for services provided to larger users of water and charges for services 
provided to smaller users of water, the charges fixed on that basis must be structured on an appropriate 
peak demand basis. 

N/A. 
We do not have charges associated with 
differential peaking characteristics. 

17 
Charges for sewerage services must take into account the different pollutant loads associated with 
household foul sewage, non-household foul sewage, trade effluent, surface water draining from 
premises and surface water draining from highways. 

Compliant. 
We have separate charges for foul 
drainage, surface water drainage, 
highway drainage, and trade effluent. 
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Rule 
no. Charges scheme rule Compliance statement 

18 Assessed charges  

18 
Charges schemes must allow a customer to choose to pay an assessed 
charge determined in accordance with this rule in the specified 
circumstances: 

N/A because household properties in our water supply areas are subject 
to our Universal Metering Programme. 
If a meter cannot be fitted at reasonable cost then our Household 
Charges Scheme requires that the basis of charge is switched from 
rateable value to assessed measured. 

(a) The type and amount(s) of an assessed charge must be determined in 
accordance with the following principles:  

(i) 
assessed charges should, as closely as practicable, reflect the metered 
charges that would apply in relation to the volume of water that is likely 
to be supplied; and 

Compliant. 
Our assessed charges are based on the number of bedrooms in the 
customer’s home. 
The average occupancy by bedroom count of household properties in 
our area has been established using Census data, and this average 
occupancy data has been applied to average consumption data to derive 
an assessed annual volume of water supplied for each bedroom count. 

(ii) 

the amount of an assessed charge payable by an individual who is the 
sole occupier of domestic premises (a single occupier assessed charge) 
should reflect the volume of water that is likely to be supplied to 
domestic premises occupied by one individual in the relevant area. 

Compliant. 
We provide a single occupier assessed charge. 

(b) 

The specified circumstances for the purposes of this rule are where a 
water undertaker has received a measured charges notice in 
accordance with section 144A of the Water Industry Act 1991 but was 
not obliged to give effect to it because: 

N/A. 
Our area has been classed as water-stressed, and household properties 
in our area are subject to our Universal Metering Programme. 
In accordance with our Universal Metering Programme Charges 
Scheme, the basis of charge for any household property that cannot be 
metered under our Universal Metering Programme is assessed charges. 

(i) it is not reasonably practicable to fix charges in respect of the premises 
by reference to the volume of water supplied, or 

(ii) to do so would involve the incurring by the undertaker of unreasonable 
expense. 
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Rule 
no. Charges scheme rule Compliance statement 

19 Unmetered charges  

19 

Charges schemes that include any unmetered charges must clearly state the basis on 
which those charges are fixed or determined and, in the case of rateable value 
charges, state: 

(a) which rating valuation list charges are fixed or determined by reference to; and 
(b) if the undertaker uses a different value or other amount to that specified in 

such a list, the methodology or other basis on which that different value or 
other amount is calculated. 

Compliant. 
Our three household charges schemes specify the Rating 
Valuation List that unmetered charges are fixed or 
determined by reference to. 
Additionally, the documents set out how we may apply a 
notional rateable value in certain circumstances. 

20-
21 Wastewater charges  

20 

Sewerage undertakers’ charges schemes must provide for a cost reflective reduction 
in the charges payable for the provision of sewerage services to any premises where 
the sewerage undertaker knows, or should reasonably have known, that surface water 
does not drain to a public sewer from those premises. 

Compliant. 
We have provided customers with a rebate of the surface 
water drainage charge, upon successful application, since 
April 2000. 
Where we make a rebate, we proactively apply the rebate 
to other properties in the immediate vicinity. 
Prior to 2015-16, we only backdated the rebate to the start 
of the charging year in which the claim was made. With 
effect from 2015-16, we make the rebate effective from 1 
April 2015 or the customer’s occupation date if this is later. 

21 

Sewerage undertakers must set out in their charges schemes how any reduction in the 
charges payable for the provision of sewerage services to any premises will be 
calculated if customers can demonstrate that they have significantly reduced the 
volume of surface water draining to a public sewer from their premises or explain why 
there is no such provision. 

Compliant. 
Our charges schemes explicitly state that we do not offer 
partial reductions in the surface water drainage charge and 
explains the basis for this decision. 
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Rule 
no. Charges scheme rule Compliance statement 

22 Trade effluent  

22 

Charges to be paid in connection with the carrying out of a 
sewerage undertaker’s trade effluent functions must be based on 
the Mogden formula, a reasonable variant of the Mogden formula or 
on a demonstrably more cost reflective basis. 

Compliant. 
Our trade effluent charges are based principally on the Mogden formula, 
supplemented by our fixed annual consent monitoring charge structure, which 
better reflects the risk presented by the discharge and the associated 
monitoring requirements. 

23 Social tariffs / Concessionary drainage charges  
23 Charges schemes must state:  

(a) (a) whether or not undertakers have decided to include in the 
charges scheme:  

(i) 

provision designed to reduce charges to community groups in 
respect of surface water drainage from their property (having had 
regard to any guidance issued by the Minister under section 43 of 
the Flood and Water Management Act 2010); 

N/A 
We do not offer concessionary drainage charges, and this is explicitly stated 
in our household charges schemes. 
We note that these concessionary charges are principally offered by those 
water and sewerage companies that have implemented area-based charges 
for surface water drainage to mitigate the impacts of those charges on groups 
such as schools, churches, and community organisations. 

(ii) 

provision designed to reduce charges for individuals who would 
have difficulty paying in full (having had regard to any guidance 
issued by the Minister under section 44 of the Flood and Water 
Management Act 2010); and 

Compliant. 
Our Household Charges Scheme includes provision for a social tariff made 
under the section 44 of the Flood and Water Management Act 2010 and 
having had regard to the associated guidance issued by the Minister. 
At the time of writing this assurance statement, we are also considering the 
introduction of a self-funded social tariff. 

(b) if any such provision is included, how eligible customers can apply 
for such reduced charges. 

Compliant. 
Our Household Charges Scheme sets out how eligible customers can apply 
for the social tariff. 
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Rule 
no. Charges scheme rule Compliance statement 

24 Times and methods of payment  

24 
Charges schemes must include provisions giving 
customers a reasonable choice as to the times and 
methods of payment of the charges fixed by the scheme.  

Compliant. 
Our charges schemes include provisions giving customers a reasonable choice as to 
the times and methods of payment of the charges fixed by the scheme. 

25 New appointees N/A 
A1-
A3 Annex: Information requirements  

A1 

Each undertaker should provide to the Water Services 
Regulation Authority an assurance statement from its 
Board of Directors and publish its statement no later than 
the time of publication of the charges schemes confirming 
that: 

Compliant. 
We have submitted our assurance statement to Ofwat and published it at the same 
time we published our retail charges schemes. 

(a) the company complies with its legal obligations relating to 
the charges set out in its charges schemes; 

Compliant. 
Licence Condition B (compliance with price controls): Oxera Consulting LLP has 
provided assurance that our charges are compliant with the applicable price controls. 
Licence Condition E (undue discrimination and undue preference): In some areas our 
cost allocation is necessarily based on assumption as opposed to actual data. Where 
assumptions have been used these have been verified by subject matter experts 
within the Company. Compliance in this area is subjective, and therefore cannot be 
stated absolutely. 
Further to our discussions with Ofwat on 4 November 2016 and 20 December 2016, 
we confirm that the restructure of our wholesale charges for business customers, 
made in response to the request received from Business Stream, will be phased-out 
over the remaining three years of this price control period. Further information on the 
restructure and the associated consultation is provided with this Annex. 
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Rule 
no. Charges scheme rule Compliance statement 

(b) 

the Board has assessed the effects of the new charges on customers’ 
bills for a range of different customer types, and approves the impact 
assessments and handling strategies developed in instances where bill 
increases for particular customer types exceed 5%; 

Compliant. 
We include below, as part of this assurance statement submission, a 
statement explaining the Board’s assessment of bill increases 

(c) 
the company has appropriate systems and processes in place to make 
sure that the information contained in the charges scheme, and the 
additional information covered by this annex is accurate; and 

Compliant. 
Deloitte has provided assurance on the appropriateness of our systems 
and processes. 

(d) the company has consulted the Consumer Council for Water 
(CCWater) in a timely and effective manner on its charges schemes. 

Compliant. 
We commenced engagement with CCWater on 2017-18 charges in July 
2016. 
The engagement has taken a number of forms. 
There has been an on-going exchange of emails with CCWater since July, 
including the provision of information to CCWater both proactively and in 
response to their queries. 
There was an agenda item on 2017-18 charges at the quarterly meetings 
with CCWater held on 12 September 2016 and13 December 2016, 
comprising a presentation made by us followed by a discussion and 
question and answer session. 
With regard to the restructure of our wholesale charges (see rule A1 (a) 
above), we held discussions with CCWater both before and after the 
period of consultation, and they provided a formal response to the 
consultation. 
In their consultation response, CCWater raised concerns regarding the 
implications of the restructure on the cost-reflectivity of our wholesale 
charges. Our decision to make the restructure temporary by phasing it out 
over three years, took these concerns into account. 
We received a letter from CCWater on 20 December 2016 confirming the 
engagement that had taken place and summarising the key matters 
arising from it. 
A summary log of our consultation with CCW is provided with this Annex. 
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Rule 
no. Charges scheme rule Compliance statement 

A2 

With the exception of Cholderton and District Water and new appointees, each undertaker 
should provide to the Water Services Regulation Authority a statement setting out any 
significant changes anticipated by the undertaker, and publish the statement, at least three 
weeks before the publication of the charges schemes. The statement should include the 
following. 

Compliant. 
On 11 January 2017 we published and 
provided Ofwat with a statement setting 
out any significant changes anticipated. 

(a) 
Confirmation of whether the undertaker is expecting there to be any bill increases of more 
than 5% from the previous year (for a given customer type assuming a constant level of 
consumption) and, if such increases are expected: 

(i) what size increase is expected; 
(ii) which customer types are likely to be affected; and 

(iii) the handling strategies adopted by the company or why the company considered that no 
handling strategies are required. 

(b) Details of any significant changes in charging policy by the company from the previous 
year. 

A3 In addition to the assurances set out in A1 above, new appointees’ assurance statements 
must include assurance that their charges schemes offer: 

N/A 
(a) levels of service at least comparable to the previous appointee’s charges scheme; 

(b) prices that do not exceed those in the previous appointee’s charges scheme for similar 
services; and 

(c) prices equivalent to those specified in the new appointee’s application for each individual 
appointment or variation area. 
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Statement regarding the Board’s assessment of bill increases 
where they exceed 5%  
 
Residential customers 
 
Assuming a constant level of consumption (or rateable value or number of bedrooms in the case of 
rateable value-based charges and assessed measured charges respectively), no class of 
residential customer will experience an increase in their total charges (i.e., wholesale plus retail) of 
more than 5% from the previous year. 
 
The tables below provide a summary of bill increases for each basis of charge (measured, 
assessed measured, rateable value) for a range of customers. 
 
Measured customers 
 

Volume m3/a 50 100 150 200 250 300 350 

Dual Service 

Change £ 3.38 8.10 12.82 17.54 22.25 26.97 31.69 

Change % 1.34% 1.94% 2.20% 2.34% 2.43% 2.49% 2.54% 

Sewerage Only 

Change £ 1.77 3.39 5.01 6.63 8.24 9.86 11.48 

Change % 1.08% 1.27% 1.35% 1.39% 1.42% 1.45% 1.46% 

Water Only 

Change £ 1.61 4.71 7.81 10.91 14.01 17.11 20.21 

Change % 1.85% 3.15% 3.68% 3.98% 4.16% 4.29% 4.38% 
 
Assessed measured customers 
 

 
Single 

Occupier 
1 

Bedroom 
2 

Bedroom 
3 

Bedroom 
4 

Bedroom 
5 

Bedroom 

Dual Service 

Change £ 3.73 5.60 7.51 8.93 9.37 10.05 

Change % 1.29% 1.58% 1.78% 1.89% 1.92% 1.97% 

Sewerage Only 

Change £ 0.93 1.56 2.23 2.72 2.85 3.10 

Change % 0.49% 0.68% 0.82% 0.90% 0.91% 0.95% 

Water Only 

Change £ 2.80 4.04 5.28 6.21 6.52 6.95 

Change % 2.79% 3.22% 3.51% 3.67% 3.72% 3.78% 
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Rateable value customers 
 

RV £ >>> 50 100 150 200 250 300 350 400 450 500 

Dual Service 

Change £ 2.20 5.10 8.00 10.90 13.80 16.70 19.60 22.50 25.40 28.30 

Change % 1.22% 1.80% 2.07% 2.22% 2.32% 2.39% 2.45% 2.49% 2.52% 2.54% 

Sewerage Only 

Change £ 1.52 2.57 3.62 4.67 5.72 6.77 7.82 8.87 9.92 10.97 

Change % 1.24% 1.36% 1.42% 1.45% 1.48% 1.49% 1.50% 1.51% 1.52% 1.53% 

Water Only 

Change £ 0.68 2.53 4.38 6.23 8.08 9.93 11.78 13.63 15.48 17.33 

Change % 1.18% 2.66% 3.31% 3.67% 3.91% 4.07% 4.19% 4.28% 4.35% 4.41% 
 
We have a suite of tariffs and schemes that provide financial assistance to customers who find our 
charges to be unaffordable. Customers with affordability issues who have a meter and live in one 
of our water supply areas are pro-actively targeted by our water efficiency advice and retrofit 
programme. We also have a home visit programme, which provides customers with debt advice, 
and establishes whether they are eligible for one or more of our affordability tariffs and schemes. 
 
Business customers 
 
This statement does not discuss the increase in total charges (i.e., wholesale plus retail) for 
business customers. This is because we are exiting the business customer retail market with effect 
from 1 April 2017, transferring our business customers to Business Stream. 
 
With effect from 1 April 2017, we will set charges for wholesale services, which will be paid by all 
retailers who wish to serve business customers in our region. Business Stream, and other retailers 
as applicable, will be responsible for billing these business customers. 
 
The increases in our wholesale charges for business customers are discussed in a separate 
assurance statement provide to Ofwat by our Board. 
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Statement summarising the restructure of wholesale charges 
for business customers 
 

About this document 
 
This document sets out our decisions in respect of the restructuring of Southern Water’s wholesale 
charges to retailers in the non-household retail market. It also summarises the responses we 
received to our consultation and responds to the issues and evidence raised by stakeholders, 
which we have taken into account in setting our wholesale charges. 
 
This document is also published on our website https://www.southernwater.co.uk/retailer-
consultation.  
 
Background 
 
In November 2016, Southern Water consulted on proposed changes to the non-household 
wholesale charges which will be applicable to retailers for wholesale services from 1 April 2017. 
The proposal would result in a potential change to the indicative charges, published on 30 
September 2016. 
 
In June 2016, Southern Water announced that it will sell its existing non-household retail business 
to Business Stream when the competitive market opens in April 2017. As part of the orderly 
transfer of non-household customers from Southern Water, Business Stream has asked Southern 
Water to consider making a change to the way in which it sets its wholesale charges, to ensure 
that while the market adjusts to the new competitive environment, Southern Water’s non-
household customers transferring to Business Stream are not significantly affected by such 
transfer. Business Stream’s concern is that the current tariff structure is not reflective of the costs 
that will be incurred by retailers in the competitive market. Business Stream has therefore asked us 
to consider an amendment to the wholesale charging structure which in their view would ensure  
that customers’ bills are not subject to significant changes overall.  
 
Currently, Southern Water’s retail margins (the difference between the final tariff paid by customers 
and the wholesale tariff) for supply to business customers take the form of a fixed annual charge, 
based on a banded structure. The tariff bands are based on the volume of water supplied and/or 
the volume of sewage returned to the sewerage system. Within a given tariff band, all customers 
pay the same level of retail charge, regardless of their volume. 
 
Business Stream has told us that it is concerned that these fixed charges do not accurately reflect 
the costs that will be incurred by retailers in the competitive market from 2017, some of which vary 
with volume, such as working capital and bad debt. Accordingly, Business Stream have suggested 
that part of these costs should be included in a variable element of the retail margin. 
 
The proposed changes would amend the wholesale charging structure, by introducing a new fixed 
element to our wholesale charges and an appropriate reduction to the volumetric element. This 
structure is similar to the structure of wholesale tariffs of other water and wastewater companies 
and it would not result in Southern Water collecting any additional revenues. Similarly, this would 
not involve any cross-subsidy between Southern Water and Business Stream. The purpose of the 
amendment is to prevent incidence effects for customers who will transfer at market opening.  
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Summary of consultation responses and key issues 
 
Southern Water is committed to the creation of a level playing field and contributing to the success 
of a competitive non-household market. Accordingly, before making any decision on the proposed 
change to its wholesale tariffs, Southern Water consulted with stakeholders to seek the views of all 
potentially affected retailers and interested parties. 
 
In particular, Southern Water wished to understand stakeholders views on: 
whether such a change to Southern Water’s wholesale charges should occur; and  
if so, the level at which the fixed element should be set or the methodology to arrive at that level; 
whether this change should be temporary and phased out over time, or kept under review. 
Southern Water received six responses to the consultation. Below we set out a summary of the 
responses to the key issues: 
 
1. Proposal to modify the wholesale charges to include both a fixed and variable element  
 
All of the retailers that responded to the consultation were either broadly supportive or fully 
supportive of the proposal to modify the wholesale charges. There was a general consensus that 
the wholesale charges should be amended to contain both a fixed and variable element. The 
change was supported as it was generally accepted that a proportion of the retail cost to serve is 
inherently variable, such as costs for working capital and bad debt, and that the previous charging 
structure did not appropriately allocate these variable costs across the tariff bands. 
One retailer did raise a concern regarding retail incidence effects, stating that there were limitations 
to the percentage that retail margins could change. 
 
2. The level of the fixed element of the charge  
 
We received differing views on the level of the fixed charge. One retailer supported the proposal in 
principle, but had a concern that the fixed charge in the example provided, would be an insufficient 
retail margin at the low end of the illustrative tariff band. Another retailer stated that their modelling 
indicated that the variable element of the retail margin should be between 40% and 70%, 
depending on the tariff band. A further retailer stated that the fixed charge should be such that the 
retail margin was 50% of the variable charge. 
 
We also received a view from a stakeholder that wholesalers should be mindful of the need to 
ensure their charges comply with Ofwat’s charging rules and are both cost reflective and seek to 
avoid any significant bill impacts for customers. 
 
3. Timing of the fixed wholesale charge 
 
Several of the retailers believed that the fixed element of the wholesale charges should not be 
phased out over time. It was argued that consistency of charging structures across wholesalers is 
important and that phasing out the fixed charge could lead to customer bill impacts. 
However, views from regulatory and consumer organisations were very clear, stating the need for 
wholesale charges to be compliant with Ofwat’s charging rules. These allow for temporary 
adjustments to offset any significant bill impacts but also require charges to be cost reflective. One 
stakeholder stated that they were concerned that the proposal would not be appropriate or 
sustainable if the changes resulted in charges becoming less cost reflective with consequences or 
impacts on customers over time that were unfair. 
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Evaluation and Decisions 
 
Decision 1 

Given the broad support we received from retailers, we intend to introduce a fixed element to the 
wholesale charge. We believe this is supported by retailers to ensure appropriate charge structures 
and, as the incumbent water company, we believe that we have a responsibility to ensure that our 
customers are looked after and that their bills remain stable following our proposed exit from the 
market. 
 
With regards to the response concerning retail incidence effects, we have an obligation to ensure 
that our charges are compliant with Ofwat’s charging principles on predictability and stability for 
customers, including for the retail margin. 
 
Decision 2 

The level of fixed wholesale charge will be in the range suggested in the responses received from 
retailers. This will be reflective of the variable retail margin in order to achieve the purpose of the 
amendment which is to prevent incidence effects for customers who will transfer at market 
opening.  
 
Decision 3 

Whilst several respondents felt that the introduction of the fixed element of the wholesale charge 
should remain in place permanently, we had strong views expressed from regulatory and 
consumer organisations that any adjustments for incidence effects should be temporary and that 
charges need to comply with Ofwat’s charging rules in relation to cost reflectivity in the long term. 
Given that the fixed charge is not driven by a specific cost, it is our intention to phase out the new 
fixed wholesale charge over time. Therefore, the wholesale charges will be a temporary 
restructuring to avoid immediate incidence effects and ensure that customers transferring to 
Business Stream as a result of Southern Water’s exit are not adversely affected. 
 

Next Steps 
 
Following this consultation and decision document, we will be publishing our new wholesale 
charges on 13 January, 2017 in line with the decisions in this document. 
 

Appendix 1 - List of Respondents 
 
Anglian Water Business 
Clear Business Water 
Consumer Council for Water 
Three Sixty 
Business Stream 
Regent Water 
Other stakeholders expressed an interest in the consultation but did not submit a response. 
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Summary Log of Consultation with CCWater 
 
Date CCWater Southern Water 
6 April 2016 Requested forecast consumption and 

customer numbers so they could understand 
the impact that price controls based on 
revenue have had on customer charges. 

 

12 April 
2016 

 Response sent. 

8 July 2016  With reference to Ofwat’s IN 16/02, advised 
CCWater that we were not anticipating any 
significant changes to our wholesale 
charging structure. 
Requested that CCWater advise us of any 
charging-related matters they wanted us to 
consider for 2017-18. 

11 July 
2016 

Submitted clarification questions arising from 
our communication of 8 July 2016: 

• Value of K factors 
• Proposed changes to tariffs 
• Forecast consumption and billed 

properties for 2016-17 compared to 
2015-16 actuals 

• Mitigation of any impacts arising from 
the above movement. 

Initial response provided. 

23 August 
2016  

 Substantive response provided. 
Follow-up questions raised in respect of our 
substantive response. 

 

24 August 
2016 

 Follow-up questions addressed. 
Offer made to include an item on 2017-18 
charges in the agenda for the September 
2016 quarterly meeting. 

12 
September 
2016 

 September 2016 quarterly meeting. 
Presentation made, including: 

• Overview of proposed indicative 
wholesale charges. 

• Components of increase in indicative 
wholesale charges. 

• Wholesale charge impacts for 
residential and business customers. 

We also advised CCW that Business Stream 
were currently reviewing the structure of 
retail (end-customer) charges for business 
customers. 
There followed a general discussion and 
question and answer session. 
The actions arising were: 

i. SW to provide an update on the 
Business Stream review at the 
December quarterly meeting. 

ii. SW to provide CCW with the final 
indicative charges as soon as 
possible prior to publication. 
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Date CCWater Southern Water 
26 
September 
2016 

 Action ii. completed 

8 November 
2016 

Requested that the December quarterly 
meeting included an agenda item on 2017-
18 charges to serve as the formal 
consultation 

Update provided on the Business Stream 
review of retail (end-customer) charges for 
business customers, and the proposed 
consultation process. 

18 
November 
2016 

 Provided draft of consultation document and 
further update on the consultation process. 

25 
November 
2016 

 Formal invite to CCW to respond to the 
consultation. 

28 
November 
2016 

 Request to discuss self-funded social tariffs. 

29 
November 
2016 

Offer to discuss self-funded social tariffs 
after December quarterly meeting. 

 

8 December 
2016 

Requested any relevant material to review 
in advance of the December quarterly 
meeting and for latest drafts of charges 
schemes. 

Advised CCW of proposed changes to charges 
schemes and provided marked-up draft 
documents for review and comment. 

9 December 
2016 

Responded to consultation on restructure 
of wholesale charges for business 
customers. 
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Date CCWater Southern Water 
13 
December 
2016 

 December 2016 quarterly meeting. 
Presentation made, including: 

• Update on wholesale charges. 
• Update on components of increase in wholesale 

charges. 
• Outline of options under consideration for 

increasing wholesale charges. 
• Bill impacts for residential customers, including 

impact of retail charges. 
• Forecast average household bills. 
• Wholesale charge impacts for business customers, 

including explicit reference to water-only customers 
experiencing an increase slightly above 5%1. 

We updated CCW on the consultation on the restructure of 
wholesale charges for business customers. 
There followed a general discussion and question and 
answer session. 
Finally, we outlined our plans to implement a self-funded 
social tariff, and sought CCW feedback on design 
principles. 
We will be incorporating CCW’s views in the final design. 

 Copy of slide pack emailed to CCW attendees and actions 
arising from the meeting confirmed: 

i. Provide CCW with a profile of the number of 
customers to accompany the bill impact tables in 
the slide deck. 

ii. Advise CCW of the outcome of our discussion with 
Ofwat regarding the recovery profile for the RCM 
adjustment. 

iii. Advise CCW of the outcome of our consultation on 
the structure wholesale charges. 

15 
December 
2016 

 Action i. completed. 

16 
December 
2016 

 Actions ii. and iii. completed. 
With regard to action iii., in deciding that the restructure of 
our wholesale charges should be temporary, and phased-
out over time to mitigate bill impacts, we placed significant 
weight on views expressed by CCW on this matter in their 
consultation response. 

20 
December 
2012 

Wrote confirming the 
consultation process we had 
been through, and highlighting 
a number of the main matters 
that had been discussed. 

Requested feedback on how we could improve the 
consultation process for 2018-19 charges. 

 

                                            
1 The December quarterly meeting pre-dated the Board’s decision to ensure that wholesale charges did not increase by more than 5% 
for any class of customer 




