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The conditions of appointment of Thames Water Utilities Limited are amended as follows: 

Condition A (Interpretation and Construction) 

1. The definition of ‘Regulated Activities’ in paragraph 3 is deleted and replaced with the 
following definition: 

“the Regulated Activities” means the functions of a water undertaker or, as the case may 
be, a sewerage undertaker, which are not IP Licensed Activities and, for the avoidance of 
doubt, references to the functions of a water undertaker or, as the case may be, a 
sewerage undertaker shall include references to the duties imposed on a water undertaker 
or, as the case may be, a sewerage undertaker;”  

2. The following definitions are inserted into paragraph 3:  

“Infrastructure Provider” or “IP” means the company designated by the Secretary of 
State or the Water Services Regulation Authority to be the infrastructure provider 
responsible for the Thames Tideway Tunnel Project in accordance with Regulation 8(1) of 
the SIP Regulations; 

“IP Allowed Revenue” means the revenue calculated, from time to time, in accordance 
with the IP Licence; 

“IP Charge” means the figure resulting from the Infrastructure Provider’s calculation of the 
IP Allowed Revenue pursuant to the Project Licence, as notified to the Appointee pursuant 
to the Project Licence and Revenue Agreement; 

“IP Licensed Activities” IP Licensed Activities means the functions of the Infrastructure 
Provider, including the duties of the Infrastructure Provider”; 

“Licence Award” means the date the Project Licence comes into effect; 

“Project Licence” means the project licence granted at Licence Award to the 
Infrastructure Provider by the Water Services Regulation Authority pursuant to section 
17FA of the Water Industry Act 1991 (as inserted and applied by paragraph 3(2) of 
Schedule 1 of the SIP Regulations); 

 “Revenue Agreement” means the agreement of that name entered into between the 
Appointee and the Infrastructure Provider on or about the date of Licence Award. 

3. The following paragraph 8 is inserted after paragraph 7: 

“8. The provisions listed in the appendix to this condition A are suspended until 
Licence Award.  This paragraph 8 and the appendix to this condition A will cease 
to have effect on Licence Award. 

Appendix to condition A 

Condition A 
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The definition of “Regulated Activities” made on [•] March 2015 will only come into 
effect on Licence Award and the definition of “Regulated Activities” in place 
immediately prior to [•] March 2015 will continue to have effect until Licence Award. 

Condition L  

The definition of “Network Assets” made on [•] March 2015 will only come into effect 
on Licence Award and the definition of “Network Assets” in place immediately prior to 
[•] March 2015 will continue to have effect until Licence Award.” 

Condition B (Charges) 

1. The following paragraphs 1.7, and 1.8  are inserted after paragraph 1.6: 

“1.7 To permit the Appointee to levy charges for the purpose of collecting the IP 
Charge for the relevant Charging Year. 

1.8 To reflect that the IP Charge is subject to regulatory oversight in the Project 
Licence rather than in this Appointment.” 

 
2. Paragraph 9.1 is deleted and replaced with the following paragraph: 

 
“The Appointee shall levy charges in a way best calculated to: 
 
(1)  comply with the Price Control or Price Controls determined by the Water 

Services Regulation Authority pursuant to sub-paragraphs 9.3 or sub-paragraph 
9.4; and 

 
(2) collect the IP Charge (which shall not be included in such Price Control or Price 

Controls).” 
 

3. After sub-paragraph 9.4A(1) of Condition B (as inserted into Condition B on 8 December 
2014) insert:  
 
“(1A)  the questions in sub-paragraphs 14.2(6)(a), 14.2(8) and 14.2(9) of Condition B 

shall have effect as if they included the words “the Charging Year starting on 1 April 
2020” instead of: 

(a) in the case of sub-paragraph 14.2(6)(a), the words “the first of the Charging Years 
for which the next Periodic Review falls to be carried out”; and 

(b) in the case of sub-paragraphs 14.2(8) and 14.2(9), the words “the first of the 
Charging Years for which the next Periodic Review falls to be carried out (having 
regard to any Review Notice or Reference Notice which has been given at the time 
when the Reference is made)”;” 

 

4. The following paragraph 10.2 is inserted after paragraph 10.1: 
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“10.2  The Appointee may from time to time be required to publish charges fixed for the 
purposes of demonstrating how the Appointee is collecting the IP Charge. Such 
requirement shall be made by way of a notice from the Water Services 
Regulation Authority to the Appointee specifying the information to be provided, 
the method of publication, the time by which publication is required (being a 
reasonable period of time) and the period for which the published charges are to 
be effective. The Appointee shall comply with the said requirement by notice 
and adhere to the charges accordingly published.”   

 
5. The following paragraph 10A is inserted after paragraph 10 : 

“10A.  The IP Charge 

10A.1 For the purposes of this paragraph: 

“IP Charge Estimate” means the Infrastructure Provider’s current best estimate 

of the IP Charge for a particular Charging Year, delivered to the Appointee in 

accordance with the Revenue Agreement. 

10A.2 Subject to paragraph 10A.3, the Appointee shall pay to the Infrastructure 
Provider the relevant proportion of the wastewater charges collected in respect 
of any Charging Year when and to the extent received from wastewater 
customers up to the IP Allowed Revenue for that Charging Year, as calculated 
and adjusted in accordance with the Revenue Agreement.  

 
10A.3 The collection of the IP Charge shall not be deemed to constitute funding for the 

Appointee to carry out the Thames Tideway Tunnel Project. 

10A.4 In calculating the relevant proportion the Appointee may, in accordance with the 
Revenue Agreement, rely on the most recent IP Charge or IP Charge Estimate 
notified to it by the Infrastructure Provider as at 1 December prior to the relevant 
Charging Year. 

10A.5  The Appointee shall not, without the prior written consent of the Water Services 
Regulation Authority, agree to an amendment or variation of the Revenue 
Agreement.” 

6. Delete sub-paragraph 16.2 and replace with the following sub-paragraph: 
 
“16.2 Where the Appointee requires the Water Services Regulation Authority to make 

a reference to the Competition and Markets Authority under sub-paragraph 16.1 
in the case referred to in section (3) of that sub-paragraph, the Appointee shall 
levy charges in a way best calculated to comply with the Price Control or Price 
Controls determined by the Water Services Regulation Authority (and to 
continue to collect the IP Charge) as if a reference had not been made until the 
Competition and Markets Authority makes its determination following such 
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reference.  The determination made by Competition and Markets Authority shall 
then take effect as if it had been made by the Water Services Regulation 
Authority.” 

 

Condition D (Charges Schemes) 

The following paragraph 2.1(3) is inserted after paragraph 2.1(2): 

“(3) it fixes the charges to be collected by the Appointee in respect of the IP Charge 
pursuant to Condition B and the Revenue Agreement.” 

Condition L (Underground Asset Management Plans) 

1. The following definitions are inserted after the definition of “the Appointment Obligations”: 

“IP Owned Structures” means the tunnels, de-aeration chambers, de-aeration vents, 
vortex tubes, vortex generators, vortex liner, the shafts, shaft cover slabs and everything 
constructed inside the shafts except for the MEICA equipment, metalwork and access 
covers to be operated and  maintained by the Infrastructure Provider pursuant to the 
Project Licence; 

2. The definition of ‘Network Assets’ in paragraph 1 is deleted and replaced with the following 
definition: 

“Network Assets” means 

(1) in respect of a water undertaker: 

(a) water mains and trunk mains (other than any pumps, valves and hydrants); 

(b) resource mains and discharge pipes; and 

(c) so much of any service pipe as is vested in the water undertaker; 

and 

(2) in respect of a sewerage undertaker: 

(a) public sewers (other than any pumps and other than the IP Owned 
Structures); 

(b) any outfall pipe or other pipe for the conveyance of effluent from any sewage 
disposal works of the sewerage undertaker; and 

(c) any pipe vested in the sewerage undertaker and used for the drainage of one 
building or of any buildings or yards appurtenant to buildings within the same 
curtilage  

but excluding any pipe which discharges directly into the sea or coastal waters;” 
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Condition T (Thames Tideway Tunnel Project) 

The following new condition T is inserted after condition S: 

“Condition T (Thames Tideway Tunnel Project) 

1 Interpretation and Construction 

1.1 Unless the context otherwise requires, in this Condition: 

“Government Support Package” means the suite of agreements (other than the 
Project Documents) entered into between the Secretary of State and the Infrastructure 
Provider, among others, on or about Licence Award;   

“IP Regulated Asset” means (i) prior to the issue by the Appointee of the acceptance 
certificate pursuant to the Interface Agreement, the sewerage assets to be constructed 
and maintained by the Infrastructure Provider in accordance with the Project 
Specification Notice, excluding (from the issue by the Appointee of the handover 
certificate pursuant to the Interface Agreement) the storm pump exercising system and 
(ii) from issue by the Appointee of the acceptance certificate pursuant to the Interface 
Agreement, the IP Owned Structures; 

“IP Works” means the design, construction and commissioning of the Thames Tideway 
Tunnel Project (including all necessary permanent and temporary works) and any other 
work carried out by the Infrastructure Provider in accordance with the Project 
Specification Notice, the Project Licence and the Project Documents, excluding the 
TWUL Works; 

“Mandatory Variation Dispute” means a dispute that is referred to the Water Services 
Regulation Authority under paragraph [  ] of Schedule [  ] to the Liaison Agreement; 

“Liaison Agreement” means the Agreement of that name entered into between the 
Appointee, the Infrastructure Provider and the Secretary of State on or about the date 
of Licence Award; 

“Project Documents” means the suite of agreements entered into between the 
Appointee and the Infrastructure Provider, among others, on or about Licence Award, 
and includes the Liaison Agreement and the Revenue Agreement; 

“Proposed Variation” means a variation that is the subject of a Mandatory Variation 
Dispute; 

“Project Land” means protected land that has been acquired by the Appointee for the 
purposes of the Thames Tideway Tunnel Project; 

“Relevant Determination” has the meaning given to that term in Part 4 of Condition B; 

“TWUL Works” means the design, construction and commissioning of any works 
(including all necessary permanent and temporary works) carried out by the Appointee 
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pursuant to the Preparatory Work Notice and the Project Documents excluding the IP 
Works; and 

“UWWT Regulations” means the Urban Waste Water Treatment Regulations 1994. 

1.2 Unless the contrary intention appears, references in this Condition to any of the Project 
Documents (including any schedules to those Documents), the Government Support 
Package and to the Project Specification Notice includes reference to any modification 
to those Documents or that Notice after Licence Award. 

2 Estimate of IP Charge for inclusion in the Appointee’s charges scheme 

2.1 If the Project Licence has not been awarded by 15 September 2015, the Appointee 
may request the Water Services Regulation Authority to provide an estimate of the 
likely IP Charge for the period from (and including) the date on which the Water 
Services Regulation Authority determines that Licence Award is likely to occur to (and 
including) 31 March 2017.   A request under this paragraph 2 must be made prior to 1 
October 2015 and the Water Services Regulation Authority must notify the Appointee 
of its estimate by no later than 1 December 2015. 

2.2 At the same time that the Appointee makes a request under paragraph 2.1, it must 
furnish the Water Services Regulation Authority with such Information as the Water 
Services Regulation Authority may reasonably require to enable it to make an estimate 
of the likely IP Charge and to demonstrate how the Appointee will comply with 
paragraph 2.3(b) of this Condition T.   

2.3 If the Water Services Regulation Authority agrees to provide an estimate of the likely IP 
Charge: 

(a) that estimate shall be deemed to be the IP Charge (Deemed IP Charge) for the 
period from (and including) the date on which the Water Services Regulation 
Authority determines that Licence Award is likely to occur to (and including) 31 
March 2017 and paragraph 9.1 of condition B and paragraph 2.1 (3) of 
Condition D shall be interpreted accordingly; 

(b) the Appointee shall collect the Deemed IP Charge in the Appointee’s 2016/2017 
Charging Year and ensure that any amounts collected pursuant to this 
paragraph 2 (and any associated interest) shall be adequately ring-fenced as 
amounts payable in accordance with sub-paragraph 2.4; and 

(c) the Water Services Regulation Authority may direct the Appointee as to the 
treatment of any amounts collected by the Appointee with respect to the 
Deemed IP Charge prior to Licence Award (and any associated interest) 
including in respect of ring-fencing the amounts, and the Appointee shall comply 
with any such direction. 
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2.4 Subject to sub-paragraph 2.3(c), amounts collected pursuant to this paragraph 2 (and 
any associated interest) must be paid to the Infrastructure Provider under the terms of 
the Revenue Agreement and the Project Licence. 

3 Determination of Mandatory Variation Disputes 

3.1 The Appointee must refer a Mandatory Variation Dispute to the Water Services 
Regulation Authority if required to do so pursuant to the Liaison Agreement setting out:  

(a) details of the Proposed Variation; and 

(b) objections received to the Proposed Variation. 

 

3.2 The Water Services Regulation Authority shall  determine a Mandatory Variation 
Dispute on such terms as it considers to be appropriate including determining that: 

(a) the Proposed Variation should be implemented by the Appointee with or without 
modification; or 

(b) the Proposed Variation should not be implemented, 

and any such determination shall be binding on the Appointee.  

 

3.3 In determining a Mandatory Variation Dispute, the Water Services Regulation Authority 
must have regard to: 

(a) its duties and obligations under the Water Industry Act 1991; 

(b) the duties and obligations of the Appointee; 

(c) the duties and obligations of the Infrastructure Provider; 

(d) the interests of customers; and 

(e) any representations received from the Appointee, the Infrastructure Provider, 
the Secretary of State or any other interested party.  

3.4 Subject to paragraph 2(10) of Condition N, the costs incurred or to be incurred by the 
Water Services Regulation Authority in determining a Mandatory Variation Dispute, will 
be divided equally between the Appointee and the Infrastructure Provider and will  be 
amounts payable by the Appointee and the Infrastructure Provider as fees due to the 
Secretary of State. 

3.5 The amount payable by the Appointee under paragraph 3.4,  must be paid to the 
Secretary of State: 

(a) under paragraph 2(10) of Condition N if the determination was made in the 
Eligible Period (as defined in Condition N); or 

(b) within 30 days of being notified by the Water Services Regulation Authority of 
the amount, if the determination was made outside the Eligible Period.  
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4 Disposal of Project Land  

4.1 The disposal of Project Land will be dealt with on the basis that customers will:  

(a) benefit from any gains arising from a disposal of Project Land; and 

(b) bear any losses arising from a disposal of Project Land, 

in both cases, taking into account the costs, receipts and savings reasonably 
attributable to or connected with the relevant disposal which shall include associated 
costs related to the Project Land, such as compensation and mitigation costs, to the 
extent that such costs, receipts and savings were not previously allowed for when a 
Relevant Determination was made. 

4.2 For the purposes of sub-paragraph 9.2 of Condition B, the information required to be 
given to the Water Services Regulation Authority by the Appointee to enable the Water 
Services Regulation Authority to carry out a Periodic Review pursuant to 
sub-paragraph 9.4 of Condition B, must include information about any disposals of 
Project Land. 

4.3 Where the Water Services Regulation Authority determines the questions set out in 
sub-paragraph 14.2 of Condition B in relation to the disposal of Project Land, Condition 
B applies with the following modifications: 

4.3.1 Sub-paragraph 14.2(5) is modified to read as follows: 

“(5)  what is the annual aggregate of: 

(a) one half of the Base Cash Flows in respect of Relevant Changes of 

Circumstance falling within sub-paragraph (2) of that definition,  

excluding Project Land; and 

(b) the Base Cash Flows in respect of Project Land and all other 

Relevant Changes of Circumstance and Notified Items, 

in both cases the subject of the notice or notices under sub-paragraph 

14.4 or paragraph15.” 

4.3.2 Sub-paragraph 14.2(8) (ii) is modified to read as follows: 

“(ii) all the Base Cash Flows at Outturn Prices (including in respect of Project 
Land but excluding other Base Cash Flows at Outturn Prices in respect 
of Relevant Changes of Circumstance falling within sub-paragraph (2) of 
that definition, where one half of the Base Cash Flow at Outturn Prices 
shall be used) attributable to the creation, acquisition or disposal of 
non-depreciable assets ("Allowable Infrastructure Asset Expenditure");” 
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5 Termination of Revenue Agreement 

5.1 If the Revenue Agreement is terminated under its own terms, the Water Services 
Regulation Authority may, having consulted the Appointee and the Infrastructure 
Provider, direct the Appointee as to the treatment of any revenue collected by the 
Appointee with respect to the IP Charge pursuant to Condition B that it has not already 
passed on to the Infrastructure Provider, and the Appointee shall comply with any such 
direction. Before issuing a direction under this paragraph, the Water Services 
Regulation Authority will consult the Appointee and the Infrastructure Provider. 

5.2 The direction given by the Water Services Regulation Authority under sub-paragraph 
5.1 may relate to all revenue collected by the Appointee with respect to the IP Charge 
but not yet passed on to the Infrastructure Provider at the date the Revenue Agreement 
terminates, and any revenues subsequently collected by the Appointee in respect of 
the IP Charge. 

6 Revocation of the IP Licence  

6.1 If the IP Licence is revoked in circumstances where the Project Specification Notice is 
not revoked, then: 

6.1.1 the Water Services Regulation Authority may, having consulted the Appointee, 
determine the question of whether some or all of the amendments listed in 
paragraph 8.2 will apply from the commencement of the next Charging Year; 
and 

6.1.2 if the Water Services Regulation Authority determines that some or all of the 
amendments listed in paragraph 8.2 will apply from the commencement of the 
next Charging Year, the Water Services Regulation Authority will also direct the 
Appointee as to the treatment of any revenue collected by the Appointee with 
respect to the IP Charge pursuant to Condition B that it has not already passed 
on to the Infrastructure Provider in accordance with the Revenue Agreement 
and the Appointee shall comply with any such direction. Before issuing a 
direction under this paragraph, the Water Services Regulation Authority will 
consult the Appointee and the Infrastructure Provider. 

6.1.3 The direction given by the Water Services Regulation Authority under 
sub-paragraph 6.1.2 may relate to all revenue collected by the Appointee with 
respect to the IP Charge but not yet passed on to the Infrastructure Provider in 
accordance with the Revenue Agreement at the date the Project Licence is 
revoked, and any revenues subsequently collected by the Appointee in respect 
of the IP Charge. 

 

 



Appendix 1: Proposed modifications to Thames Water’s conditions of appointment necessary to give 
effect to the proposed appointment of an infrastructure provider to deliver the 

Thames Tideway Tunnel project 
A consultation under section 13 of the Water Industry Act 1991 

______________________________________________________________________________ 
 
 

______________________________________________________________________________ 
 

10 

7 De-specification of the Thames Tideway Tunnel Project 

7.1 Subject to paragraph 7.2, if the Project Specification Notice is revoked, the Water 
Services Regulation Authority will direct the Appointee as to the treatment of any 
revenue collected by the Appointee with respect to the IP Charge pursuant to Condition 
B that it has not already passed on to the Infrastructure Provider in accordance with the 
Revenue Agreement and the Appointee shall comply with any such direction. Before 
issuing a direction under this paragraph, the Water Services Regulation Authority will 
consult the Appointee and the Infrastructure Provider. 

7.2 The direction given by the Water Services Regulation Authority under sub-paragraph 
7.1 may relate to all revenue collected by the Appointee with respect to the IP Charge 
but not yet passed on to the Infrastructure Provider in accordance with the Revenue 
Agreement at the date the Project Specification Notice is revoked, and any revenues 
subsequently collected by the Appointee in respect of the IP Charge. 

7.3 If and to the extent that the Project Specification Notice is revoked, then:  

 

7.3.1 within a period of [6] months of the Project Specification Notice being revoked 
(or such period as shall be agreed between the Appointee, the Secretary of 
State and the Water Services Regulation Authority), the Appointee shall present 
a proposal to the Secretary of State and the Water Services Regulation 
Authority which addresses the issue of sewage discharges into the river 
Thames with a view to securing compliance with the UWWT Regulations 
together with an estimate of the costs of delivering such proposal; 

7.3.2 a proposal presented pursuant to paragraph 7.3.1 must consider, and be 
considered in view of: 

(i) the obligations of each of the Appointee, the Water Services Regulation 
Authority and the Secretary of State pursuant to the Water Industry Act 
1991 and this Appointment; 

(ii) the need for the Appointee to finance its functions (including the delivery 
of the proposal); 

(iii) the circumstances resulting in the revocation of the Project Specification 
Notice; 

(iv) the fact that the Thames Tideway Tunnel Project was specified under the 
SIP Regulations; and 

(v) the Project Documents and the Government Support Package;  

7.3.3 a proposal presented pursuant to paragraph 7.3.1 may include such elements 
and assets of the Thames Tideway Tunnel Project as the Appointee deems 
appropriate;  
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7.3.4 the Appointee shall not be required to implement a proposal presented pursuant 
to paragraph 7.3.1 without additional funding in respect of that proposal having 
been awarded to the Appointee through either a determination by the Water 
Services Regulation Authority or following a reference to Competition and 
Markets Authority pursuant to Condition B; and 

7.3.5   the Authority will not require the Appointee to accept a transfer of an IP 
Regulated Asset unless: 

 
(i) that IP Regulated Asset has been included in a proposal for which the 

Appointee has received funding pursuant to paragraph 7.3.4; and 
 

(ii) such transfer is directed by the Authority at no cost to the Appointee. 

8 Amendments to conditions of appointment   

8.1 The amendments set out in paragraph 8.2 will take effect on the earlier of: 

8.1.1 1 April in the Charging Year immediately following the coming into effect of 
Appendix 3 (Direct Charging Conditions following the Post Construction 
Review) of the IP Licence;  

8.1.2 1 April in the Charging Year immediately following the Project Specification 
Notice being revoked; or 

8.1.3 1 April in the Charging Year immediately following a notice by the Water 
Services Regulation Authority under paragraph 6.1.2, to the extent set out in 
that notice. 

8.2 Condition A (Interpretation and Construction) 

In paragraph 3, the words “which are not IP Licensed Activities” will be deleted from the 
definition of ‘Regulated Activities’.  

In paragraph 3, the definitions of “IP Allowed Revenue” and “IP Licensed Activities” will 
be deleted. 

Condition B (Charges) 

Paragraphs 1.7 and 1.8 will be deleted. 

Paragraph 9.1 will be deleted and replaced with the following paragraph: 

“The Appointee shall levy charges in a way best calculated to comply with the Price 
Control or Price Controls determined by the Water Services Regulation Authority 
pursuant to sub-paragraphs 9.3 or sub-paragraph 9.4.” 
 
Paragraph 10.2 and 10A will be deleted. 

Paragraph 16.2 will be deleted and replaced with the following paragraph: 
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“16.2 Where the Appointee requires the Water Services Regulation Authority to make 
a reference to the Competition and Markets Authority under sub-paragraph 16.1 
in the case referred to in section (3) of that sub-paragraph, the Appointee shall 
levy charges in a way best calculated to comply with the Price Control or Price 
Controls determined by the Water Services Regulation Authority as if a 
reference had not been made until the Competition and Markets Authority 
makes its determination following such reference. The determination made by 
Competition and Markets Authority shall then take effect as if it had been made 
by the Water Services Regulation Authority.” 

Condition D (Change Schemes) 

Paragraph 2.1(3) will be deleted. 

Condition L (Underground Asset Management Plans) 

In paragraph 1, the definition of “IP Owned Structures” will be deleted. 

In paragraph 1, the words “and other than the IP Owned Structures” will be deleted 
from the definition of “Network Assets” 
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