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Water Act 2003 – Water Supply Licensing 

Quarterly update bulletin – period to end of November 2004
1 
Project overview

In order to implement an effective new competition regime, we have adopted a three-phase process.  Phase 1 for policy development assisted by the advisory groups, phase 2 for public consultation and phase 3 for final preparation.

Phase 1 – policy development

This phase was concluded in September with the final meeting of the access advisory group on 14 September and the advisory groups providing a sense check of our draft consultation papers on 7 September and 27 September 2004.  We carried out a review of phase 1 with the sponsor group and found that stakeholders thought that the process had been well managed and the groups had been successful in their aim of developing policy for consultation.  A number of outstanding issues were identified as needing further discussion, and where appropriate, our new technical advisory group will take these issues forward.

Phase 2 – public consultation

This phase began in October with the publication of two consultation documents.  It will conclude in March 2005, the deadline for the consultation responses.  The first consultation, issued on 15 October, seeks views on our access code guidance.  This consultation reflects the work of the access terms advisory group and sets out the basis on which water undertakers will permit access to their supply systems under the new regime.  Responses are invited by Friday 14 January, although early submissions are appreciated.

The second consultation issued on 29 October covers licensing and eligibility aspects of the Water Supply Licensing (WSL) regime.  It includes:

· the types of premises likely to be eligible for supply by a water supply licensee;

· the water supply licence application process;

· strategic supply designations; 

· the system by which a customer is transferred from one supplier to another; and

· how we will collectively modify standard water supply licence conditions.

This consultation reflects the work of both the licensing and eligibility and the access advisory group.  Responses are invited by Friday 28 January.

To complete the consultation process, we will be issuing a further two consultations in December.  The first is a consultation on the legal text of standard licence conditions and modifications to undertakers’ conditions of appointment.  This follows on from our consultation in February 2004 on our policy proposals for the conditions.  The second identifies our proposals for the exemptions and exception regulations.  This will set out the type of arrangements that are and are not likely to be prohibited under the WSL regime and of those which are likely to be allowed to continue by virtue of exemptions or exceptions from those prohibitions.  Responses to these two consultations are due in March.

Stakeholder workshop – 5 November 2004

On 5 November we held a WSL workshop for relevant stakeholders.  The focus of the day was for us to update on progress, for other regulators to explain their role in WSL and for stakeholders to identify what they need to do to prepare for the new regime.  The workshop highlighted three issues for us to consider further:

· measuring success; 

· communication;

· timing.  

We will be doing more work on how to measure success over the next few months with a view to discussing with the sponsor group in the spring.  However, our intended approach to communication and timing is outlined in more detail below.

Communication with stakeholders

The feedback we have received so far about our strategy is that our communication with stakeholders has been effective, but that we need to do more to target eligible customers and explain, in simple terms, how the WSL regime will work.

Having discussed our communication strategy with the sponsor group, we intend to refine our current method of communication.  Whilst we will continue to communicate through this quarterly bulletin, stakeholder workshops and industry-wide workshops, we intend to work with trade organisations and trade press, in order to raise awareness of the WSL regime throughout the wider industry. 

Timing of competitive activity

Understandably, stakeholders are keen to know exactly when we will invite licence applications in summer 2005 and when in autumn 2005 the regime will commence.  We expect to do this as early as possible in phase 3, once we have reviewed responses to our consultations and have a clearer picture of exactly how much work is left to do.  We will also provide stakeholders with an indication of the overall WSL process timescales.  We expect to do this once our guidance and regulations are finalised and process timings are more certain.

2 
Key milestones delivered to end of November 2004 

Access terms advisory group

· Complete discussions on strategic supplies (14 September 2004).

Key publications

· Consultation on access code guidance (15 October 2004).
· Consultation on licensing and eligibility issues (29 October 2004).
Workshops

· WSL workshop – licensees (9 September 2004).

· WSL workshop – business customers (15 September 2004).

· WSL workshop – all stakeholders (5 November 2004).
3 Key milestones deliverable to end of February 2005

Key publications

· Consultation on legal text of modifications to water undertakers’ conditions of appointment and licence conditions for water supply licensees (late December 2004).
· Consultation on exemption and exception regulations (late December 2004).
Workshops

· WSL workshop – business customers (14 December 2004).

· WSL workshop – licensees (February 2005).

Technical advisory group

· First meeting to agree issues and working arrangements (14 December 2004).

· One meeting a month in January and February.

Other

· Ofwat, water undertakers and potential licensees commence access case study (January 2005).

· Ofwat review and summarise responses to the access code guidance consultation and the licensing and eligibility consultation (end February 2005).

4 Summary of project progress

The diagram below provides an overview of each stage in the implementation project.  We expect all the necessary guidance and regulations to be in place in summer 2005 to enable companies to apply for a water supply licence.  After this date, we will assess licence applications, with the new regime expected to commence in autumn 2005.
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