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1. Background 

This document provides a summary of the methodology and assumptions used to derive an 
additional bulk charge discount to New Appointees with on-site pumping stations. 
 
1.1 Bulk NAV Charges 

Ofwat’s guidance on setting bulk charges for New Appointments and Variations (NAVs) 
specifies a “wholesale-minus” approach (Bulk charges for new appointees - conclusions on 
revising our guidance; Ofwat, Jan 2021).  This approach starts from the relevant wholesale 
tariff and deducts costs that the incumbent water company would no longer incur as a result 
of the NAV replacing it as supplier.  
 
The essential costs deducted include on-site on-going costs, depreciation and potentially 
any avoided costs associated with financing on-site assets. These avoided costs relate to 
the ongoing costs of operating and maintaining on-site assets that are avoided by the 
incumbent and reflects the activities that the new appointee is expected to perform on the 
site. Southern Water has published these bulk charges and the methodology used to derive 
these charges, to meet best practice recommendations. 
 
1.2 Adoption of On-site Assets 
 
Southern Water has published guidance on the adoption of on-site NAV assets which wholly 
serve the NAV’s own customers (https://www.southernwater.co.uk/media/3070/nav-asset-
adoption-policy-v1.pdf). In these cases, it is our default expectation that the New Appointee, 
who has the same duties and responsibilities as the former incumbent company, would 
adopt assets within its area of appointment and operate and maintain them in perpetuity. 
 
1.3 Discount for specific on-site costs 
 
Southern Water accept that for some sites there maybe ongoing costs for additional on-site 
assets that are driven solely by the new development and which are not included in the 
standard set of avoided costs used in the wholesale-minus methodology. On-site pumping 
stations are such an example. 
 
Therefore, in these cases, Southern Water will provide an additional discount for the 
operation and maintenance of on-site pumping stations. This approach aligns with Ofwat’s 
guidance (Bulk charges for new appointees - guidance on our approach and expectations – 
Ofwat Jan 2021) that the scope of bulk services required by new appointees will vary 
depending on the circumstances of a site and which may require bespoke charges or 
variations to elements of the standard charge. This paper outlines this variation to the 
standard bulk charge for sites with on-site pumping stations and forms part of our ‘menu’ of 
charges so that new appointees are able to calculate their bulk charges.  
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2. Methodology and Assumptions 

In this section we describe the approach that we have taken in setting an additional discount 
for on-site pumping stations to the bulk charge price for our NAVs. This is intended to provide 
transparency and help NAVs, developers and other interested parties better understand our 
approach to calculating our bulk charges. 
 
In developing our approach for a discount for pumping stations, we have taken full account 
of Ofwat’s latest charging guidance. Therefore, we have gathered information of our own 
ongoing costs for pumping stations of varied size and the typical replacement costs for these 
pumping stations. 
 
Using our regulatory accounts data, we used a large sample of our pumping stations and 
found the average amount of OPEX we would spend each year for each pumping station, 
of which most of this OPEX spend was energy related; 
 

Pumping stations Average annual OPEX 

<2kw £650 

<5kw £1600 

<10kw £3200 

<20kw £6400 

<40kw £12750 

 
With this same sample of pumping stations, we determined typical replacement costs for 
each pump at these pumping stations derived through our Pioneer system and assumed a 
20 year asset life. From this we derived an annual depreciate cost, as set out below: 
 

Pumping stations 
Average 
replacement costs 

Annual 
depreciation 

Depreciation for 2 
pumps 

<2kw £6,000 £300 £600 

<5kw £7,000 £350 £700 

<10kw £9,000 £450 £900 

<20kw £13,500 £700 £1,400 

<40kw £22,000 £1,100 £2,200 

 
Our methodology assumes that a pumping station will have two pumps on site (duty and 
back-up) and therefore we have applied annual depreciation for two pumps. 
 
The OPEX and annual depreciation are the sum of the avoided costs in not adopting the 
pumping station, and therefore provide an additional discount to our NAV bulk charges. 
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2.1 Additional information  

The avoided costs will be applied in a fixed annual discount rather than a reduced volumetric 
charge. This is because there is insufficient evidence of a direct correlation between pump 
size and discharged volume. Pump size is impacted by many other factors including 
topography, along with volume. Therefore, a volumetric discount would not provide an 
accurate reflection of the avoided costs to be deducted. 
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Variation to NAV bulk charges for on-site 
wastewater pumping stations 2021-22 
Bulk Charges Annual Fixed Discount 

 
 

ANNUAL FIXED DISCOUNT £  

Applied to sites with on-site wastewater pumping stations  

  

Pumping Station Size  

(i) Band 1 (2 kW) £1,250 

(ii) Band 2 (5 kW) £2,300 

(iii) Band 3 (10 kW) £4,100 

(iv) Band 4 (20 kW) £7,800 

(v) Band 5 (40 kW+) £14,950 

 
 
The rebate will be applied annually at the end of the charging year to the bulk charges for 
the relevant site with an on-site wastewater pumping station. 
 
The discount band will be based on the size of the primary pump operated and maintained 
by the New Appointee. 
 
This addendum to the NAV Bulk Charges is published by Southern Water Services Limited 
as wholesale supplier and shall come into operation from 1 April 2021 to 31 March 2022 
inclusive.  


