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Waterwise welcomes the methodology paper.

We particularly welcome the emphasis on carbon, and the requirement for companies to use government guidance on the “shadow price of carbon” in their cost benefit analysis, across their business plans: this is an extremely positive development from PR04.

In the context of our wish for full metering across England and Wales by 2020 (supported by tariffs to protect low-income and other vulnerable groups), we also very much welcome the requirement for companies to include forecast numbers for both optional and selective compulsory metering in its business plans, and the recognition of smart meters as a valid proposal, presuming a robust case is made.

We have two specific suggestions.

1. Section 3.6.5, on water efficiency

We fully support Ofwat’s requirement of companies to consider a range of activities including water efficiency, metering and tariffs; how these measures complement each other; and the impact of such a package of demand management measures on its supply-demand balance. We also look forward to working with Ofwat in the continued development of the mandatory water efficiency targets for PR09, and on economic level of water efficiency.

However, in this section we would like to see a requirement for companies to consult, and reference in their plans, the Evidence Base for large-scale water efficiency which Waterwise is developing for PR09, for the Water Svaing Group. Ofwat sits on the Steering Group for this work (and has been very supportive), which is analysing the around 20 current large-scale water efficiency projects being run by water companies, and providing CBA and AISC of the retrofitting of various water efficiency components both individually, and in scenarios. We expect the Evidence Base to give companies and Ofwat the confidence they require, and would like to see company applications for large-scale water efficiency programmes covering 5,000 or 10,000 homes.

2.

Energy suppliers are obliged, under the new CERT (Carbon Emissions Reduction Target), which recently replaced the Energy Efficiency Commitment, to deliver carbon savings through action in homes (between 2008 and 2011). CERT contains a role for “demonstration activity” – namely, energy suppliers are allowed to count towards their obligation innovative measures to which accurate carbon savings cannot yet be attributed. The underlying aim is to support innovative approaches to carbon abatement. The permitted demonstration activity to meet targets is limited, due to the uncertainties. The demonstration activity and its validity is adjudicated by Ofgem. Waterwise would like to see a similar commitment to “demonstration” activity from Ofwat in its developing work on mandatory water efficiency targets for PR09, and the economic level of water efficiency – thereby encouraging innovative ways of delivering water efficiency through which guaranteed water savings have not yet been proven.
See http://www.defra.gov.uk/corporate/consult/cert2008-11/consultation.pdf, sections 2.32 to 2.37, for an explanation of the demonstration activity aim and criteria.

