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Ofwat: Setting price limits for 2010-15: Framework and approach – a consultation paper
The National Farmers’ Union represents the interests of some 55,000 businesses which are engaged in a diverse range of agricultural, horticultural and related activities throughout England and Wales. We welcome the opportunity to present our views on this consultation on Ofwat’s framework and approach to setting price limits for 2010-15.  

General comments
The NFU welcomes the introduction of the Strategic Direction Statements by the water companies, and enabling wider stakeholders to be able to raise comments and concerns to their water company on its direction.  We are also pleased that these documents, like the Water Resources Management Plans are forward looking for 25 years as this encourages longer-term thinking beyond the 5 year periodic review cycle.  

However, the NFU are concerned that the way in which the periodic price review process works gives little ability for ‘wider’ stakeholders, beyond Defra, DWI, CCWater, EA and NE to comment and be involved in the process. There are limited opportunities to be consulted on the process itself and what should the price review fund.  We would like to see Ofwat having a group of ‘wider’ stakeholders involved in the process, which would certainly give greater clarity and transparency to the process.  

The NFU welcomes the fact that the water industry is considering its climate change impacts and looking at ways to mitigate these impacts.  We believe that caution should be exercised when using a carbon accounting tool that it is in line with other tools and adheres to specific standards such as from the Carbon Trust or British Standards Institute.  We welcome that the water industry uses, and will continue to use renewable energy and would like to highlight that sustainability should be considered in non-water supply activities such as the use of water company fleet cars powered by biofuel.  We appreciate the statement made about the balance between local environmental improvement and wider impacts of greenhouse gases and therefore would encourage Ofwat to consider innovative approaches to water company investment for potable water, such as sustainable catchment management approaches, which we provide further comments on with regards to Ofwat’s stance on catchment management approaches.  
The NFU welcomes recent changes to leakage targets, as even though we appreciate significant changes have taken place over the last few years, there is still much to do.  To put this in perspective, the total amount of water used in irrigation (mains and abstracted) during the last irrigation survey in 2005 was only 7% of the total amount that water companies leaked during 2006, and only 28% of the leakage of a single water company.  The NFU accept that it is not economically possible to be leakage free but more must be done to determine the actual cost of leakage, in terms of social and economic factors.  We welcome that Ofwat and the Environment Agency are undertaking a study on this issue.  Customers are often upset about the hypocrisy of water companies pushing water efficiency measures whilst at the same time they themselves have massive leakage.  Until this is resolved, customers will not have trust in their water companies. 

We welcome the need for companies to review how its critical assets are at risk from flooding.  We would also call for each company to have an emergency plan if critical assets are affected by flooding, or indeed any other unexpected event, to go beyond simply domestic consumers.  The NFU would be keen to meet with water companies to determine an emergency approach to ensure water is available to livestock farmers during interruptions to protect animal welfare.
The NFU are very disappointed at Ofwat’s stance on sustainable catchment management approaches in the section on Water Framework Directive.  We feel the restrictions that the company must own the land; the land contributes to the achievement of the aims of the regulated business; the investment relates to changes in land management practice to meet a defined legal requirement and the proposal is both cost effective compared with other options and is cost beneficial prevent the majority of water companies using the pricing mechanism to fund these types of schemes.  We see no justifiable reason why bill payers money cannot, or indeed should not fund catchment approached on non-company owned land if it:

· Results in improved water quality

· Is less costly than a treatment plant

· Is less carbon intensive than treatment works  

We consider that the current restrictions detailed in your approach will stifle innovative, and collaborative approaches and hamper production of a sustainable water industry.  



