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Response to Consultation Paper 
20th July 2015 
 

Q1 Do you agree with the proposal to have separate licences covering water and 
wastewater retail? If not, please explain how you envisage that a single l icence for 
water and wastewater would differ? 

The amendments are logical but given that the proposed changes allow flexibility and ease of 
adjustment, given the ‘switching on and off’ facility of sections of the license to create a tailored 
license solution, could this not be contained in a single license?  Purely from an administrative point of 
view this would surely be less of a burden.  Customer demands deem it unlikely that a retailer would 
only offer one service. 

Q2 Do you agree with the proposed amendments to standard conditions for the new 
water supply and sewerage service licence (WSSL)? 

Many of the amendments are routine in nature and ensure the licenses reflect the new legislation, in 
addition to those elements that are no longer relevant having any referencing point within WA14 and 
those relating to the separate licensing proposed. However some of the areas do require further 
discussion and will be detailed in response to the next question and further in the document. 

Q3 Do you think any of the proposed amendments listed in Table 3 are non-routine and 
require additional discussion? If so, why? 

Condition 7 relating to area of operation and arms length transactions and removal of the in area 
trading ban should be discussed in more detail: they are non-routine and will have a significant impact 
on the effectiveness of market opening. 

Q4 Do you agree with the proposed approach to maintaining customer protection in the 
future WSSL? 

The extension of the Certificate of Adequacy guidance to include growth and/or depletion in customer 
numbers and not simply resource adequacy is sensible, if difficult to predict. However the concern lies 
in how the self-certification will be monitored and managed. Reassurance that they will be reviewed 
was well received; however what will the penalties be if the data provided is not comprehensive? How 
will it be validated?  What is the process to ensure resource is maintained so customers do not see a 
detrimental impact on service received in the event of an unexpected increase in customer numbers? 

Q5 Do you agree with the proposed approach to Market Arrangements Code 
enablement? 

The proposed approach solidifies obligations to comply with MAC principles and having a tiered 
approach to modification protects both the customer and the market against anti-competitive 
behaviours so is welcomed. Making it an additional condition of licensing is a logical approach.  How 
will the Modification Report be accessed? Will it be available to all licensed providers? 

Q6 Do you have any specific comments on the legal drafting? 

No. It reflects the principles of Map 3 Schedule 1.  

Q7 Do you agree with the proposed approach to include requirements on arm’s length 
transactions and non-discrimination? 
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The principle is correct but the definition of arms length transactions is one that remains contentious 
as it will be challenging for vertically integrated businesses to facilitate this: for those that have legal 
separation and new entrants the boundaries are far clearer. Whilst the approach is agreeable it is the 
future management and assurances that remain of concern. Whilst the additional regulatory burden is 
noted the benefits of non-discrimination, in our view, over-ride that. 

Q8 Do you have any other comments on our proposed conditions in this area? 

The in-area trading ban has prevented local activity and focused new retailers on understanding  

Q9 Do you have any other observations about our proposals on changes to the standard 
conditions for the new Water Supply Licence? 

None of concern: the standard condition revisions are not contentious but allow the market to operate 
and develop effectively. 

Q10 Are there any areas not covered in the proposals in which you consider changes 
are required?   

As previously mentioned the ‘code of practice’ later referred to, which has been touched on in relation 
to learnings from the Energy markets to avoid things such as mis-selling will be critical and should be 
understood in advance of the shadow market so it is effectively controlled in advance of market 
opening.  It is not clear how it will be monitored and measured in the new market?   

Q11 Do you agree with our proposals for the conditions within Table 5? Please respond 
separately on each of the three Appointment conditions (Q, G and I) discussed. 

Q – this is adequately covered in the Wholesale Retail Code. 

G – this is of critical importance to commercial customers and clarification of obligations of the 
Wholesaler are vital.  Could this be detailed in the Code of Practice if not practical to include in 
Operational Terms 

I – this obligation needs further codified amendments including timescales of resolution: experience in 
the Scottish market relating to payment claims has been challenging and had a detrimental impact on 
customer experience.  This is also an area where could be a perceived risk of preferential treatment if 
not clearly defined.   

Q12 Do you agree with our proposals for the conditions within Section 5.1.2 on 
equivalence? Please respond separately on each of the eight conditions discussed. 

We do not feel the need to respond on each condition as they are in many cases simply wording to 
remove irrelevant wording due to the WRC or MAC; however there are two areas of concern that 
relate to the management of the Certificate of Adequacy and how this will be assessed and the actions 
or penalties if the Certificate of Adequacy is proven invalid or inappropriate. Monitoring is also a 
concern in regard to condition R5.3 if appointees are no longer obligated to inform Ofwat of changes 
in a relationship with licensees then it can be presumed that the information is not freely available and 
therefore could expose an opportunity to diminish the level playing field and transparency which it is 
agreed is required to instil customer confidence in the market. 

Q13 Do you agree with the draft condition set out in Appendix A to enable the Market 
Arrangements Code? Are there any reasons why this condition should differ between  
the Appointment and the standard conditions of the WSSL? 
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The Market Codes are the principles that define the effective operation of the market and should be 
adhered to and require compliance from all participants in the market or a level playing field is not 
possible.  We can see no reasons why this should differ between Appointment and Licenses. 

Q14 What are your views on the proposed ‘stapling’ condition set out in Appendix B 
requiring the company to adhere to the Wholesale Retail Code in its interactions with 
its own retail business? Does the proposed condition work alongside Schedule 8 of the 
Market Arrangements Code? 

Yes: again this is critical to instil confidence and clearly demonstrate that everyone is operating within 
the same boundaries and framework. 

Q15 Do you consider that the proposals wil l achieve the objective of equivalence, with 
the same obligations and opportunities for all retailers? If not, what additional 
suggestions do you have? 

If this is monitored then in theory it would appear adequate: clarification on fees needs to be 
determined to confirm whether this is truly equivalent. 

Q16 Do you have any other observations about our proposals on changes to the 
conditions for the Instruments of Appointment? 

Not at present. 

Q17 Are there any areas not covered in the proposals in which you consider that 
changes are required? 

We do not feel there is sufficient obligation on the quality of data provision from the undertakers: 
there are obligations on the retailer i.e. meter reading frequency but what recourse is there if the data 
provided by the undertaker is inaccurate or incomplete therefore not enabling the retailer to meet 
their license conditions?  

Q18 Are there any areas in your Appointment in which you think differences from the 
examples used wi l l require detailed consideration in future work? 

We are not in a position to respond to this question. 

Q19 Do you agree that we should retain the three basic elements of financial stabil ity, 
managerial competency and technical competency in assessing future l icence 
applications?   

We agree that these three basic elements cover the key areas of consideration but given the future 
WSSL licences there is no consideration of wastewater and or competence in the management of 
Trade Effluent.  Nor are there any consideration of the technical competencies and/or experience of 
the licensees to provide the additional services they are already presenting to the market place.  How 
will this be managed? 

Q20 Do you agree that gaining a retail future WSSL licence should be conditional on 
successfully completing market accession testing? Are there any aspects of the 
l icensing process that could be further simplified to avoid duplication/overlap across 
the two processes? 

Yes we agree that it should be conditional on this criteria for new entrants and existing retailers alike - 
it is important to assess the entrants capability to interact with the MO if they are not capable of 
meeting this obligation then a license cannot even be considered until they have learned how to do 
so. They will be unable to communicate and meet their obligations to operate within the market 
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without this.  Some elements of understanding licence conditions are dealt with in market accession 
testing and therefore could be removed.  Repetition should be removed unless demonstrating required 
improvements or broader skillsets for the Certificate of Adequacy post market accession testing.  

Q21 Do you have any comments on the proposal that l icence applications for the future 
market should include the provision of a completed certif icate of adequacy? 

It is important for customer protection and we agree with the principle but there is no clarity on the 
process of reviewing, the penalties of inaccurate submissions or the process if they are proven 
inadequate for the proposed scale of growth.  Will restrictions be enforced until capabilities are 
proven? 

Q22 Do you have any comments about the coverage of wastewater in the licence 
application process and the role played by the Environment Agency? 

As per response to Question 19 this should be more rigorous and engagement with the Environment 
Agency to ensure competency in all legislation relating to consents and discharges should form part of 
the application process.  The competitive market should not enable bad practice to jeopardise this 
precious resource so understanding legal discharge protocols is imperative. 

Q23 Do you consider that the role of any sponsor should be maintained l imited or 
removed entirely? What are your reasons for this view? 

In its current format there is limited benefit in the role of the sponsor and as expressed in the 
consultation paper it is open to abuse in becoming simply a ‘tick in the box’ exercise.  If tighter 
constraints are placed this could become a barrier to entry for new entrants both in finding a sponsor 
willing to sign up to greater conditions and the financial implications such sponsorship will incur for 
the new entrant.   

Q24 Do you have any comments about the proposals to include coverage of customer 
facing systems in the managerial competency tests? 

We agree there should be a level of assessment; however this will prove a barrier to entry for many 
new entrants and possibly existing providers whose focus has been on  

Q25 Do you agree that the scale considerations are better dealt with via the certif icate 
of adequacy rather than additional testing in the licence application process? 

Our concern with the certificate of adequacy is that is self-certification and without further clarification 
on the process of assessment licence application feels more stringent; however concerns regarding 
out-dated validity and additional burden on applicants could delay applications. Therefore 
strengthening of the current approach would be preferable. 

Q26 Do you agree with our proposed transition approach for current retail only WSL? 

The transition approach seems fair and equitable. 

Q27 Do you agree with our proposed approach to transition current combined supply 
WSL? 

Yes the impacts are minimal and offer very limited disruption with the ability to create greater 
opportunity and innovation in upstream activity, which can only assist competition. 

Q28 Do you agree with our proposed approach for creating self-supply l icences? 
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This is an amendment that is well received and presents wider choice for customers which is one of 
the key drivers for customers in supporting market opening: with the ‘switching on and off’ 
mechanism it will be the licence fees that will determine whether this is a ‘real’ option for customers. 

Q29 Do you agree that there should be a new condition in current l icences and 
Instruments of Appointment to underpin the required preparations? 

Absolutely. Without this being a condition there is no formal requirement for Companies to undertake 
the necessary preparation before the principles are codified. 

Q30 If you agree that there should be a condition, should it cover both a general 
obligation and a specific l ink to a formal transition plan? 

A general obligation should prove sufficient if failure to complete has consequences: a formal 
transition plan will incur a further administrative burden and may prove a further barrier to entry. 

Q31 Are there any additional provisions that you think it would be helpful to include in 
a licence condition on company readiness or any other comments/concerns you would 
make? 

The greatest concern, as expressed previously, is with regard to data quality and accuracy. 

Q32 Do you consider that implementing an auction style allocation process similar to 
the one that Ofgem has adopted ahead of a backstop allocation process would be the 
best approach to protecting customers in the event of the failure of a retailer? 

This is a tried and tested mechanism that works well although can result in a customer being allocated 
a retailer that would not be of their choosing; however they can switch at the earliest opportunity so it 
is a short-lived position. 

Q33 Do you have any suggestions about the best approach to ensuring that the new 
market arrangements are proportionate for a) smaller wholesale companies and b) 
small retailers. 

There should be recognition of available resource and finances to undertake tasks within timescales: 
also a reflection in the associated license fees purely based on proportionately.  However, the 
fundamental principles should apply to all, whatever size.  

Q34 Do you have any suggestions about the best approach for companies operating 
wholly or mainly in Wales? 

No comment at this time. 

Q35 Do you have any comments about the circumstances in which a retail supplier 
should be able to opt out of Supplier of First Resort(‘SoFR’) arrangements? 

The proposed circumstances of business strategy and intention to exit the market mean that the SoFR 
arrangement would not be in the best interest of the customer. However, this should be a position 
clearly made by a retail supplier as part of their Certificate of Adequacy to avoid cherry picking. 

Q36 Do you agree with our proposed approach for the developer services market and 
the related process proposed within MAP3? 

This is an area we have not considered to its fullest extent but from discussions held it appears a 
sensible approach it will be better defined as part of the shadow market testing. 

Q37 Do you agree with our assessment of the interactions between the various parties? 

Yes. 
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Q38 Do you agree with principle that Special Agreements should be contestable and the 
current thinking on the details of the approach outlined in section 9.2.5? 

We support this approach to Special Agreements being contestable having witnessed some interesting 
practices in the current market.  The approach provides the customer with adequate protection and 
provides an indication of the discount level applied but should include full disclosure and transparency 
to Ofwat to ensure there is no anti-competitive behaviour even if only part of the information received 
is disclosed publicly.  

Q39 Do you agree with the principle that there should be early publication of wholesale 
charges and the current thinking on the details of the approach outlined in section 9.3? 

This will undoubtedly prove challenging for the wholesalers and has sparked much debate as it will 
rely on accurate predictions of expected energy prices, weather conditions water and wastewater 
supply and demand. This could result in a risk factor being built into the pricing which does not 
support the aim of this principle. The aim is to provide retailers with indicative pricing to build their 
model and plans to operate in the competitive market; however it runs the risk of being too high (risk 
factor) or too low (due to an unforeseen, unplanned event).  In reality this should only be difficult in 
the infancy of the market whilst adaptation and learnings are being experienced. 

Q40 Do you agree that wholesalers should only levy charges that are in their wholesale 
charges schemes or published as special agreements? If not, please provide arguments 
as appropriate to support your position. 

Absolutely: this will provide a level playing field it is the responsibility of the retailer to be creative and 
efficient in the delivery of their service to achieve a differentiator in the market. Special agreements 
provide the opportunity for further innovation and will enable an effective market. 

Q41 Do you agree with our proposed approach to implement these licence changes? If 
not, how should we go about making these changes? 

The approach with workshops and consultation allows plenty of opportunity for interaction and 
influence. The removal of the in-area trading ban so early in the process raises concerns but otherwise 
we are in agreement in principle. 

 


