
 
 

Consultation on Setting Licence Feesi 
 

 

 

Summary 
 

Overall, we are broadly supportive of the principles set out in the consultation paper (Water 

Supply and Sewerage Licensing Regime – consultation on setting licence fees, Oct 2016). We 

recognise that a pragmatic approach is required to setting a level of charges which is simple 

to operate, removes complexity and does not creating a barrier to entry. 

 

Overleaf you will find our response to the specific questions set out in the consultation paper, 

with key points summarised below: 
 

 We support the objectives used in setting the charging regime. 
 

 We agree with the proposals for reconciling fees and implementing a single 

approach across the English and Welsh markets in the interests of simplicity and clarity 
 

 We do not believe that the use of wholesale costs as a driver for calculating fees is 

the most appropriate as this contradicts the aims of providing certainty and 

minimising complexity by introducing a variability in retailers charges which is outside 

their control, and based on factors which will not be relevant in determining a 

retailers interactions with the market such as customer size and location. 
 

 

If you would like to discuss any aspect of this response further, please do not hesitate to 

contact myself or a member of my team (see contact details below).  

 

 

Yours sincerely, 

 

 

 

 

 

 

 

 

Contacts 

Jonas Reed Director of Strategy & Regulation jonas.reed@water-plus.co.uk 

Stève Hervouet Head of Regulation steve.hervouet@water-plus.co.uk 

Carl Lees Regulation & Tariff Manager carl.lees@water-plus.co.uk 

 

  



 
Response to individual questions 

 

Q1 - Do you agree with our objectives for setting the WSSL licence fees? Are there any objectives 
you would like to suggest? 
 
Overall we broadly agree with the five stated objectives. We would add requirement for Ofwat to 
demonstrate value for money in achieving the stated objectives at least cost in line with "a light 
touch regulation" approach in order that regulatory fees do not become over-burdensome for 
Retailers. 
 
Q2 - Do you agree that we should use a single basis for charging WSSL licence fees for Licensees 
supplying eligible Welsh Customers as well as these operating in England? 
 
We agree that this seems to be a sensible approach, in the interests of simplicity. 
 
Q3 - Do you agree with our proposals for reconciling licence fees? 
 
We agree with your proposals 
 
Q4 - Do you agree with our proposals for setting licence fees based on: 
 - a fixed element covering 10% of the costs of running the WSSL regime; and 
 - a variable element covering 90% of the costs of running the WSSL regime, based on 
market share? 
 
We agree with your proposals for setting licence fees based on a split basis in the overall charge with 
a 10% fixed element and a 90% variable element 
 
Q5 - Do you agree that wholesale charges paid is the most appropriate basis for calculating the 
variable element of the WSSL licence fee? 
 
A5 - No, we do not agree that the variable element of the licence fee should be based on share of 
wholesale charges paid. We believe that the number of supply points is the most appropriate proxy 
for cost drivers in the marketing as it reflects the number of interactions between the WSSL and the 
undertaker.  We believe this method is also more in line with the CMA definition of market size. 
 
We also believe that the number of supply points is a more accurate proxy to reflect the size and 
costs of Ofwat's casework in dealing with any disputes between WSSL licences and undertakers; and 
in any enforcement work relating to WSSL licensees (including work related to GSS, which is likely to 
be directly proportional to the number of eligible premises affected, irrespective of their size).  
 
We believe that using wholesale costs as a basis for calculating charges will also result in more 
volatility and less predictable charges for retailers, with charges moving based on elements outside 
of their control or influence.   Wholesale charges vary regionally, while the regional distribution of a 
retailer’s customer base will have no impact on their interaction or cost in regards to ofwat’s 
requirements. 
 
We also do not believe that the size of the customer has a material effect on Ofwat's costs and 
should not, therefore, be used as a basis for allocation of these charges. 
 
The use of supply points is therefore more in line with your stated objectives of “providing as much 
certainty as possible to WSSL licensees”, “minimising complexity” and “putting in place a simple 

mechanism to reconcile actual and recovered costs“. 
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