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Dear Sirs, 

Consultation on wholesale and retail charges for 2015-16 and charges scheme 
rules 

Welsh Water's response to the above consultation published in May 2014 is 
outlined below. 

Q1. Do you agree with the proposed approach to the development of charging 

arrangements in the 2015-20 period? If not, please explain and provide evidence of 

your view. 

We do not have any significant issues with the proposed approach as outlined in the 

consultation. However, the proposals are currently at a fairly high level so we will 

need to fully consider the implication of any changes as the requirements are 

developed over time. 

Q2. Do you agree with the nominal 5% bill changes as a threshold for undertaking 

impact assessments? If not, please set out an alternative threshold and provide 

evidence for this view. Should the same threshold apply to all customer types? 

We welcome that the consultation recognises that bill stability is of significant 

importance for our customers. We also note the fact that Ofwat has confirmed that 

it is not proposing any significant additional requirements for retail or wholesale 

charge cost reflectivity at this time. As we previously responded, we are aware of 

the importance of managing year on year bill movements whilst being mindful of 

our obligations under other licence conditions. 

We feel the introduction of a bill change threshold for undertaking impact 

assessments is a helpful step. Given current inflation and proposed bill increases, a 

level of 5% seems fitting although there is a case, especially if this was not a short

term measure, to adopt an X% above RPI as the basis. The fact that this is only a 

1 "trigger point" for assessment and does not prevent charges ris ing above th is level 
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where they are for justifiable reasons is also viewed as a positive. We are interested 

as to why the proposal is not symmetrical given that as a general rule bill decreases 

for one customer group is normally at the expense of another customer group. 

Whilst we'd seek to pass bill decreases on immediately if it would result in bill 

increases then any smoothing of prices would impact both customer groups. 

a3. Do you agree with such a threshold being a short- term measure? If so, when 

should Ofwat remove such a requirement? 

As stated above we view the introduction of a "trigger-point" as a positive and, 

although we understand why it could be seen as a short term measure pre the 

introduction of the competitive market in England, we feel that there are benefits to 

retaining this threshold permanently. If we did then the X% above RPI basis would 

be the appropriate measure. 

a4.00 you agree with the draft schedule for presenting standardised charging 

schedule presented in appendix 8? If not, please provide alternative proposals. 

We recognise the benefits of having a "standard schedule" with wholesale charges 

presented in the same way and feel the suggested template is a good starting point. 

However, as highlighted in the consultation, companies do not currently have the 

same charging structures and therefore any template needs to be flexible enough to 

cater for these differences. For example: 

• 	 we have more standard charge bands than currently included in the template 

displayed so we would need to include the bands for the additional sizes; and 

• 	 we do not charge for surface water drainage by reference to surface area so 

we would have to change the template to cater for this. 

One further observation is that the template has been developed for measured 

wholesale charges, we presume from a non-household customer perspective. We 

are interested to understand how Ofwat envisaged unmeasured wholesale charges 

being presented. 

as Should charges associated with Open Water and market readiness be included as 

a separate increment to the volumetric charge in the wholesale charging schedule? 

Under the current proposals for funding Open Water, Welsh Water is not expected 

to provide any funding for Open Water in the near future. However, we believe that 

allocating charges associated with Open Water as an increment to the volumetric 

charges in the wholesale charging appears a reasonable approach. 



Q6. Beyond 2015 do you agree that wholesale charges should be published in 


advance of retail charges? If so, please provide views on how far in advance is 


appropriate. 


We understand the reasons why you would require that wholesale charges should 

be published in advance of retail charges. Although Ofwat has still to publish the 

information requirements to support wholesale charges going forward, how far in 

advance wholesale charges can be published will be constrained by a number of 

factors. For example, the wholesale charge increases are linked to November RPI 

which is not published until mid December. Furthermore, we need to obtain board 

approval for our charges. Taking these two factors into consideration, it is difficult 

to envisage the publishing of these charges any earlier than mid-January. 

Q7. Do you consider that Ofwat should require retail water bills to provide a 


breakdown of retail and wholesale charges? 


Our current view is that Ofwat should not require companies to provide a 

breakdown of retail and wholesale charges on bills. Certainly, in the short term, 

providing a detailed breakdown would be of little benefit to the majority of our 

customers who are unable to do anything to avoid the charge. In addition they may 

well be a potential cost impact through billing system changes. 

This is something that could be considered in the future but as highlighted in the 

consultation this is not a requirement in the more mature contestable markets 

which would suggest that it is not something that customers really value. 

We hope that you find these responses helpful - we are course happy to expand on 

any points if required 

Yours sincerely 

~ 
ff Mike Davis 

Regulation Director 


