Ofwat’s response to the Competition Commission’s South East Water/Mid Kent Water merger inquiry: Provisional findings report under rule 10 of the CC’s rules of procedure

Introduction

1. This is our response to the Competition Commission’s (CC) provisional findings report and should be read in conjunction with our response to the CC’s notice of possible remedies and our response to Dr Brian Arkell’s water resources report. 

2. We agree that this merger and indeed any merger will have a prejudice to our ability to make comparisons.  We recognise that this is not the most prejudicial merger that could occur, but we do not agree that the prejudice arising from this particular merger is as limited as the CC suggests. 

3. We do not consider that the CC has given sufficient weight to the prejudice this merger will cause in terms of: 

· the adverse impact on the potential loss of a benchmark company, particularly the potential for SEW to be a benchmark for capital maintenance expenditure; 

· the permanent adverse impact on the statistical robustness of our models; 

· the adverse impact on the potential loss of cost base benchmarks; and 

· the erosion of our ability to make judgements and challenge the industry using qualitative comparisons.

4. Although it is helpful that the CC has identified four tests to determine the prejudice to our ability to make comparisons, we do not believe the four tests can be of equal weight as is implied. For instance, qualitative judgements run through everything that we do while cost base is limited to certain areas of expenditure. 

5. The loss of a company through a merger is permanent – it is a loss for all time. We would also like to draw your attention to Professor Mark Stewart's general comments about the approach taken by the CC, in his response to the E1 economics working paper. "As a more general comment on the paper as a whole, I have reservations about the ability of the approach adopted to capture the full impact of the loss of comparators. In particular it is the cumulative nature of the impact that I think this approach would not pick up – the impact is best viewed as a “slow erosion” rather than a “sudden collapse” and the approach used will not capture this. Presumably we can all agree that the loss of 10 comparators (from 32 to 22) has had an adverse effect on the models and on comparative analysis more generally. Would the approach adopted in this paper have picked this up from looking at the losses one comparator at a time? I suspect it would not."
6. Our comments on each of the tests follow the order in the provisional findings.

Merger may remove a potential benchmark from Ofwat’s models
7. Regardless of these companies’ performance, the merger will lead to one less comparator that could be a benchmark company.  It is a loss for all time.  In addition we believe that there is a good chance that SEW could form a benchmark for capital maintenance expenditure within the foreseeable future, and that a merged company is less likely to do so.

8. As recognised in CC guidance 2.15(b), where we can place lesser reliance on efficiency comparisons water companies may expect future price caps to be based to a greater extent on their own costs and have less incentive to achieve costs savings. So there would be the potential for less challenging efficiency assumptions going forward, which will have an adverse impact on customers’ bills in the future.
9. As recognised in CC guidance 2.21, past performance is not necessarily a guide to future performance; hence it is not only mergers of the most efficient companies that are of concern. Paragraph 5.13 of the CC’s evidence sets out a number of caveats around the extent to which the past can help forecast what will happen in future. We recognise that past performance can provide a reasonable view of the future but that a company’s performance can, as a result of management action, go against the flow of past performance.

10. In the provisional findings, we are disappointed that some sweeping statements by Hastings have been included that are not supported by facts. For example, in paragraph 5.10, Hastings states the benchmark will come from the top three companies. Whilst in recent years this is true for operating expenditure, it is not the case for capital maintenance expenditure where in the last seven years the benchmark has been ranked 3rd twice, 4th twice, 6th, 7th and 13th once.  In paragraph 5.11, Hastings states that in over 20 years neither SEW or MKT has been the benchmark yet the industry was only privatised in 1989 and we have been using capital maintenance econometric models for less than 10 years (since 1997-98).

11. In paragraph 5.11, Hastings also suggests that SEW or MKT would need to improve 13 places to become the benchmark. Based on the current position of the benchmark for capital maintenance at 13th, SEW are only 3 places behind at 16th and MKT 5 places behind at 18th. This would mean that the probability of either company becoming the benchmark for PR09 is much higher than suggested.
12. In paragraph 5.12, Hastings claims that higher capital maintenance investment would lead to a lower efficiency band. We think this is simplistic. The relative efficiency assessment for 2005-06 is based on average expenditure over the six years (2000-01 to 2005-06). This already excludes SEW's lower expenditure for 1998-99 and 1999-2000. The average expenditure for SEW has risen over the last three years and may continue to increase up to PR09, because relatively lower expenditure in 2001-02 will drop out of the analysis. However, SEW’s improving serviceability assessment for non-infrastructure suggests it may have scope to defer or reduce some expenditure in the future. 
13. It is also important to note that the majority of water only companies are also increasing expenditure (average 11% increase in average expenditure 2002-03 to 2005-06 compared with 2000-01 to 2005-06) compared to an industry increase of 7%. For SEW the increase is 19%. A number of companies have not, so far, begun to spend in line with increased maintenance allowed for in PR04. We have seen some very large underspends for 2005-06 reported by some of the water companies that we would expect to be reversed before our PR09 efficiency analysis.  All apart from 4 companies have reported underspends against the final determination for capital maintenance expenditure that are larger than SEW, and most companies report that delays in expenditure underlie this.  So there is a strong expectation of rising expenditure for many comparator companies in the period before PR09. Just because a company’s average expenditure increases it does not automatically mean that its efficiency band / rank would reduce. This is dependent on the performance of the rest of the industry and actual expenditure in the coming years. We would judge that the balance of evidence still suggests that SEW has potential to form a benchmark for capital maintenance.

14. In paragraph 5.32, Hastings claims that the merged company is more likely to form the benchmark than either company individually. We would be pleased to see the merged company become the benchmark, but the information provided in papers on synergy savings does not suggest this is Hastings’ ambition. A remedy that achieved this would offer customers something tangible. Our past experience has shown previous mergers to result in a less efficient company post-merger. For instance, none of the companies cited by Hastings were at the frontier for operating expenditure within 2 to 3 years of merging as claimed (we provide more details in the attached annex). Other examples that demonstrate a lower operating efficiency following a merger include:

· Northumbrian and Essex and Suffolk – A and B pre-merger, B in following two years; and

· Three Valleys and North Surrey – C and B pre-merger, D in following year and C in next year.
15. In paragraph 5.33, the CC considers there are “many factors” in place to suggest the merger will be a success and that the merged company would be more efficient or at least as efficient as SEW. The CC discounts any possibility of a prejudice arising from the loss of a leading comparator for capital maintenance in the following paragraph without these factors being set out or explored. We believe that the CC has not given sufficient weight to evidence supporting the expectation that it is likely that a merged company would be less efficient than SEW, and therefore that there is a prejudice associated with the loss of a potential benchmark.  In this category we would include:

· the consistently lower ranking of MKT in capital maintenance efficiency rankings; and

· the poorer ranking of MKT in Ofwat’s PR04 common framework assessment.  This is particularly important given our approach to capital maintenance efficiency, which takes account of 6 years’ future expenditure projections (future expenditure adjustment).  A company with a better approach to asset management, and more robust asset-related data, is in a much stronger position to forecast an efficient level of expenditure.

16. The CC found the probability of a company changing efficiency band in one year from B to A to be 20% for operating expenditure and 50% for capital maintenance. We do not consider these probabilities to be insignificant and our view is that they support the conclusion that there is a prejudice associated with the loss of a potential leading comparator in capital maintenance. 
Adverse impact on the precision of the econometric models

17. We welcome the CC’s provisional view that the econometric models are sufficiently robust to be of use.
18. We also agree with the provisional findings which establish the principle that any merger is prejudicial to the robustness of our models.
19. We also welcome the CC’s conclusion that there is prejudice to the econometric models. But we do not consider that sufficient weight has been given to the permanence of the prejudice. The CC talks about a “loss in one review period”. In doing so, it appears to implicitly assume that model precision somehow returns to the pre-merger position in the following review periods. We believe the loss of precision is irrecoverable.

20. In paragraph 5.64, our estimates of the loss of precision (in NPV terms) are discussed briefly and converted into a form that is comparable with the CC figures. But nowhere does the CC quantify the total impact of loss of precision, and this presentation therefore appears incomplete.

21. It is possible to argue that the financial impact of the loss of precision in each review period will not persist beyond the review period in which it arises, due to ‘carrot-driven’ outperformance. We disagree for the reasons set out in paragraph 5.65 of the CC’s provisional findings. But even if we accepted that argument, loss of precision to the models is permanent. So a financial impact will necessarily arise in each successive review period (and the impact at each review may or may not persist beyond the period in which it arises, depending on the effectiveness of ‘carrot-driven’ outperformance). The figures quoted by the CC relate only to the financial impact in one review period. They must therefore certainly underestimate the total value of the loss, and are not merely “likely to be conservative”.  If the merger goes ahead, the models become less robust and at each review the efficiency challenges are less demanding – so even if we assume that the profit motive drives the industry back towards the original efficiency path, at each review some prejudice will occur.  This does not appear to have been taken into account. 

Cost base comparisons
22.  As set out in our earlier submissions we consider that SEW has the potential to be a valuable cost base comparator, with potential to set cost base benchmarks, for the following reasons.

· At PR04, SEW was ranked in the top 5 for 25 standard costs in the cost base analysis.

· We expect SEW’s engineering judgement grades (EJGs) for standard costs to improve.

· In 2005-06, SEW had stable serviceability for water infrastructure and improving serviceability for water non-infrastructure. 

23. We question Hastings’ claim in paragraph 5.76 that SEW’s standard costs data will not have improved between PR04 and PR09. When the PR09 final business plan cost base submission is due (April 2009) SEW will have completed approximately £210m (in 2005-06 prices) of investment (covering 2004-2008). SEW should be capturing cost information associated with its capital investment. This will result in more data which is reflective of recent projects and will improve the EJGs.
24. There is also a significant misunderstanding in paragraph 5.77, which concludes that SEW’s EJG’s were on average 3 levels below those which formed a benchmark. This is incorrect. The engineering judgement grade is based on two criteria: reliability of the source data and accuracy of the adjustments made for compliance with the standard cost description. Both reliability and accuracy are judged independently, so to move from a B2 to an A2 is only one grade (not 3 as stated in table 10). To improve from a B3 to an A2 is also only one grade but requires improvements in both criteria.  The CC’s correlation analysis of engineering judgement grades and size (of turnover) of companies is therefore flawed, and we believe that this misunderstanding undermines the CC’s conclusion that larger companies are more likely to submit cost base benchmarks. 

25. In relation to the CC’s views in paragraph 5.78 of its provisional findings paper, we have disputed the conclusions drawn about the ability of small companies to get good EJGs in our submissions to the CC.  While smaller  companies may not have lots of experience (and therefore high EJGs) across all standard costs, in the areas where they carry out significant investment they do achieve high EJGs and have been selected as benchmarks. Small companies selected as benchmarks at PR04 were:

· Portsmouth Water - the benchmark for the group of 4 standard costs relating to communication pipes. Its turnover is significantly lower than the 3% threshold but both historic and forecast future activity levels were high, which enabled us to have confidence that it was a representative cost and select it as the benchmark; and

· Wessex Water - the benchmark in one of the ground water non-infrastructure standard costs. It had significant experience (and therefore large and good quality data, ie, high EJG) and reasonable forecast expenditure, which enabled it to be selected as the benchmark.

26. In paragraph 5.79, we disagree with Hastings’ analysis that procurement efficiency is related to size of company. The costbase analysis aims to capture differences in both procurement and project delivery efficiency. Both large and small companies have cited examples where they have managed to make efficiency savings through their procurement route (eg smaller companies are able to use smaller, local contractors and therefore achieve greater flexibility and avoid high on-costs associated with large contractors. 

27. As set out above, we believe the CC’s correlation between turnover and EJG in paragraph 5.81 is flawed.  Furthermore it assumes that the process of defining the EJG is an exact science. Companies and reporters make judgements about the reliability of the source data and the accuracy of any adjustments being made. These judgements are not suitable for explanatory analysis of this nature. The analysis also includes mains rehabilitation by pipe insertion which was excluded from the analysis due to there being too few comparators. The mains rehabilitation by sliplining standard costs were also poorly represented across the industry and appear to be skewing the analysis.

28. We disagree with Hastings’ assertions quoted in paragraph 5.83 that averaging of costs is not an appropriate way to assess the likelihood of its submitting cost base benchmarks.  Hastings say that a merged company would be a better comparator because it would be ‘more likely to continue with the lower contract rates for work on infrastructure, and would tend to use the lower cost solution for non-infrastructure’.  However, there is not evidence that the merged company would be able to get a consistently low schedule of rates.  The experience of large companies who have split geographical areas (for ease of management/logistical reasons) is that they cannot get the same rates across the business and therefore have to use an average for their cost base submissions.  Secondly, the infrastructure standard costs submitted are very varied across both companies for different surface types and pipe diameters. In practice we do not think a merged company will be able to secure one contractor who will match the cheapest rates for different surface types and diameters (and geographical areas) from a selection of existing rates from different contractors. 

29. If the merged company abandons most of its historic costs and cherry picks the lowest costs between the two companies it is highly unlikely that it could be considered as the benchmark cost, as the EJG will have to be lowered.  This is because there will be less data points to use to justify that the lower costs are achievable and representative across the whole of their business.  Therefore, we maintain that SEW is more likely to be eligible as the benchmark company using its existing data and the additional experience it will have gained over the five years since the last submission. 

30.  We disagree with the CC’s conclusion in paragraph 5.84 that the merged company is more likely than the companies individually to submit standard cost estimates that might be used as a benchmark. There were 25 standard costs where SEW was ranked as one of the five lowest compliant costs (6 more were lower costs but excluded from the analysis for reasons such as being a low outlier). We consider there are only 3 standard costs where the merged company could have been considered for selection as the benchmark at PR04 (based on an average of the PR04 costs submitted by SEW and MKT – which we consider to be the best current proxy for a merged company’s submission for the reasons set out above). Therefore we maintain that the evidence is clear that SEW is more likely to be selected as the benchmark than the merged company. We believe the CC has not given sufficient weight to evidence that suggests that a merged company will be less likely than SEW to submit benchmark cost estimates (see loss of a benchmark section).

Qualitative comparisons

31.  We agree that the merger will lead to a detriment in our ability to make qualitative comparisons but that the detriment is greater than set out in the provisional findings.

The capital maintenance common framework

32. The common framework is a qualitative comparative tool that feeds directly into price limits. This has not been recognised in the CC’s provisional findings. The value of the common framework challenge to companies’ business plans was over £400m at PR04 for the water service – this is before the econometrics efficiency challenge. We consider SEW to be a strong comparator in the common framework having been assessed as band [ ] for both sub-services (water above and below ground assets) and was one of only 5 companies to achieve this at PR04.  MKT meanwhile failed to adopt the common framework at PR04, and achieved only [ ] and [ ] bandings for their two sub-services.
33.  There is no evidence for Hastings’ claim in paragraph 5.103 that  “it was likely that other companies would achieve band B in the common framework in time for the next price review”. We also refute the claim that we have not taken significant steps to share best practice. Following PR04, we engaged in a lengthy process of feedback to each individual company on their application of the common framework.  We also sponsored and participated in two research projects, jointly with the industry through UKWIR, to build on the application of the common framework at PR04.
Customer service

34. We disagree that larger companies are more likely to innovate. CCWater’s Best Practice Register 2006 shows that small companies are just as likely to innovate in the area of customer service as large companies, eg,

· MKT goes beyond the minimum GSS regulatory requirement by making a payment if it fails to respond to written customer complaints within 7 working days (compared to the industry GSS standard of 10 days). 

· Bournemouth and West Hampshire Water, Bristol Water and Folkestone and Dover Water all offer to visit customer homes to collect instalment billing payments. 

35. We also disagree with the suggestion that companies do not actively compete to be at the top of the league tables, as shown by the following examples.

· At a majority of companies, directors’ pay is linked with service performance (OPA scores, DG indicators, leakage and water quality). Directors’ bonuses are linked to these as a percentage of salary ranging from 5% to 40%. 

· An article from Anglian’s in-house paper (Issue 11, November 2005) states “Because the company failed to achieve its projected top two position in Ofwat’s levels of service report, it has therefore been unable to award an additional bonus to employees”. 
· Companies’ press releases: 
“Yorkshire Water – First in Ofwat efficiency ranking for the second time”
 
“Veolia Water companies receive top Ofwat accolade for service” 

Drought

36. We do not agree with the CC’s view that the loss of one comparator would not make a significant difference to our ability to make comparisons in a drought. Information from other countries on drought management is used to complement our comparisons. Obviously such companies operate under different regulatory regimes, environmental conditions and have potentially different options to increase supply and manage demand (where the economics of balancing supply and demand are different). The strength we have from current comparisons is that we have companies in similar operating environments managing drought, and that effective and innovative approaches can be easily used by other companies.
Conclusion
37. In conclusion, we believe the provisional findings have significantly underestimated the prejudice associated with the overall loss of a comparator. The provisional findings underestimate the loss in each test identified, ie, the potential loss of a benchmark company, the prejudice to our cost base estimates, the statistical robustness of our econometric models, and the prejudice to our ability to make qualitative comparisons. The provisional findings do not fully consider the permanence of the impact.
Annex: CC’s provisional findings report – factual errors

2.10 The last sentence should make clear that these duties arose from the 

         Water Act 2003.

2.22 WSL is not defined and is also not in the Glossary.

Figure 1 Map shows two areas, West and East, for MKW’s operating area. In

   reality, MKW West is composed of four water resource zones 

   (Stansted, Burham, Maidstone and Weald) and MKW East of three   

   water resource zones (North Downs, Ashford and Canterbury). These

   should be detailed in the figure.

2.42 Only 42% of the population increase will occur in SEW’s Southern 

        region. We identified this in paragraph 27 of our commentary on 

        Hastings’ initial submission and combined water resources plan and 

        Hastings agreed with us in section 2.1 of its response to our commentary

4.17 In the first sentence there should be ‘water’ between ‘seven’ and  

        ‘econometric models’.

4.19 In the last sentence there should be ‘combined’ between ‘The’ and 

        ‘adjusted’.

4.27 The stable or improving serviceability is a criterion for the capital 

        maintenance econometric models and therefore should be listed in 

        paragraph 4.26. 

Footnote 29 The legal requirement to soften water applies to two companies.

5.6 The benchmark prejudice is whether the merger will adversely shift 

        Ofwat’s statistically estimated technical efficiency benchmark in the 

        combined econometric models.
5.9 This paragraph states that we determine the efficiency frontier at the 

        level of each individual model and combined the results to determine

        each company’s catch-up factor.  We do not band companies at a model

        level; we only calculate the distance to the benchmark based on the

        combined residual of the models.
5.10 This paragraph does not recognise that in 2004-05 we did use four WoCs (Portsmouth, South Staffordshire, Dee Valley and Cambridge) together as the operating efficiency benchmark. 

5.11 We have only been using econometrics to assess the capital 

        maintenance relative efficiency of water companies since 1997-98, not   

        over 20 years as suggested by Hastings.
5.12 In the text the CC is quoting that MKT were band C for capital

        maintenance expenditure in 2005-06. This is incorrect, MKT changed to

        a band B following the update to the 2005-06 Unit cost and relative

        efficiency report. Also SEW was formed from a merger of Mid Southern 

        and South East in 1997-8 and therefore we do not have efficiency bands 

        for this company for the past ten years as Hastings claims.

Table 6 The number of transitions from B to B should be 29, B to C should be 

              4 and C to B should be 15. 
5.24 We believe the sentence is purely an assertion by Hastings and as such 

       should be deleted.

5.28 Our modelling of the loss of a comparator sets the companies as 

        the frontier for each of the runs we carried out and therefore the figures 

        are not probability based.
5.30 SEW was one of the ten most efficient companies for capital 

        maintenance efficiency at the last price review (paragraph 3.39 of our 

        initial submission).

5.32 Hastings incorrectly states three mergers lead to the resulting company 

        being at the frontier for operating expenditure. We introduced efficiency 

        bands and ranks in 1996-7 and therefore there is no information for the 

        first two years following the merger of Bournemouth and West 

        Hampshire and for North East and Northumbrian pre-merger. For Dee 

        Valley, the constituent companies were band D (Chester) and band B 

        (Wrexham) in 1996-7. The following year, the merged Dee Valley was a 

        band C (15th) for operating efficiency. This improved to a band A (5th) in 

        1998-9 but Dee Valley was behind Portsmouth, Northumbrian, Southern 

        and Cambridge so was neither the frontier or benchmark company. 

5.57 The historical simulation found more impact on the confidence interval for 

         two of the opex models, not somewhat less as stated. From table 9, the 

         width of the confidence interval increased by up to 3.2 per cent for the 

         operating expenditure models and the adjustment of the figures is set 

         out in paragraph 5.55. 

5.61 We calculated the efficiency savings that would have been included in 

        our price limits at PR04.

5.64 The capex figure should be £2.4m based on our spreadsheet.

5.66 Hastings is wrong that until PR04 we used the same assumption for the 

        proportion of the gap to be closed for both water and sewerage – at 

        PR04 it was still the same.
5.67 We are happy for the special factor adjustment totals not to be excised   

        as long as they are expressed as a percentage of industry expenditure. 

        We gave you these figures for opex (£79.6m, 4.5%) and capex (£26.5m, 

        4.1%) in paragraphs 82-85 of our comments on Hastings initial 

        submission.  

5.68 If the pensions adjustment is not included, the change in operating

        efficiency rank is 9 places for one company. 
5.74 3% turnover is not a criterion for a company to be a cost base

benchmark as demonstrated by Portsmouth (a company with turnover less than MKT or SEW) being a cost base benchmark for the communication pipes group of standard costs at PR04.

5.76 Our reasons for believing SEW could be a cost base benchmark on its 

        own for PR09 are based on its past performance, its good performance 

        in applying the common framework and its stable/improving serviceability 

        and therefore not just serviceability as stated by Hastings. 

Footnote 67 This footnote is incorrect because cost base benchmarks are not 

                    dependent on size of company (see 5.74 above).

Footnote 68 At PR04, although SEW had the lowest cost, it was not selected 

                    because it was a low outlier with low forecast expenditure in 

                    water treatment works activity. 

5.108 Designation of a company as being seriously water stressed does not

          mean that it is more likely to impose restrictions during a drought. 

          Previous droughts have been in areas that the EA has not identified as 

          seriously water stressed.  The CC seems to have confused these 

          issues. The water stress designation relates to long term water 

          resource planning, and is not a drought measure. 
F1,1 Our statistically estimated technical efficiency benchmark is in the 

         combined model for operating or capital maintenance efficiency.

F3, Table 2 The number of transitions for B to B should be 29, B to C should 

                    be 4 and C to B should be 15. 
F3,6 Row 4 in the table shows what happened, on average, to companies in 

        band D in the base year: two-thirds moved up to band C (column 3) 

        and one-third stayed in band D.

F7, Figure 1 Frequency and magnitude of one year changes in operating 

                    expenditure for 22 companies, 2000/01 to 2005/06.

G2, Table 1 It should state that the data is based on our 2004-05 models.  

G2, Table 2 The first column lists the model standard errors. However, in table 

                    1, the first column lists the coefficient standard errors. We believe 

                    the data used should be consistent between the two tables. As a 

                    result the values in the bias column should equal those of the 

                    ‘Ofwat’ column minus the ‘Bootstrapped’ column but do not. 

G20, Table 1 The 2002-03 coefficient for distribution should be 5.17 not 13.27 

                      and the 2005-06 coefficient for resource and treatment (driver A) 

                      should be 24.1, which includes softening costs and is consistent 

                      with the other years’ values. 
G20, 12 The cost driver’s coefficient therefore varies between 6.11 (2003-04) 

              and 4.5 (in 2005-06) and in the resource and treatment model (driver 

              A), between 16.8 (in 2002-03) and 24.1 (in 2005-06).

G21, Table 2 The confidence interval in 2002-03 for distribution should be 

                      78.5. The confidence interval in 2005-06 for resources and 

                      treatment should be 60.5 for driver A and 75.3 for driver B. 

G22, Table 3 Adjusted R squared for distribution should be 0.22. We are also 

                      not sure how the adjusted R squared values for resource and 

                      treatment (driver B) have been calculated.

G25, Table 7 Should state data in table is from 2004-05.

G25, Table 8 Post-merger coefficient for resource and treatment should be 

                     19.3.

G27, Table 13 2002-03 pre-merger coefficient should be 5.17 and post-

                        merger should be 5.06.

G28, Table 14 2005-06 pre-merger coefficient for driver A should be 24.1 and 

                        post-merger coefficients should be 15.96 (2002-03), 22.97 

                        (2003-04), 19.30 (2004-05) and 24.02 (2005-06). 2005-06 pre-

                        merger coefficient for driver B should be -5.12 and post-merger 

                        coefficients should be 5.14 (2002-03), 5.88 (2003-04) and –

                        5.14 (2005-06). 

G29, Table 16 2002-03 post-merger coefficient should be 0.94.

I5,4 Customer service (see section 3(b) and (c)) and environmental impact 

       (see section 3(d)).    
� http://www.yorkshirewater.com/?OBH=211&SID=80256ECF00400F23802570DE002F1960


� http://www.veoliawater.co.uk/News_centre/press/04_oct_05.html
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