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Consultation on Regulatory Reporting for the 2017-18 reporting year 

Response from Portsmouth Water 
 

INTRODUCTION 
Portsmouth Water welcomes the opportunity to comment on the proposed changes to the 
regulatory reporting for 2017/18. The Annual Performance Report provides companies with a good 
standard format to report regulatory information. We believe in constantly seeking to improve the 
content of the report, but we do not want to see it expanding to the point that it becomes difficult 
for stakeholders to identify key information, and becomes an unnecessary burden for companies to 
produce every year. 

 
Questions relating to 2017-18 reporting  
Q1 Appendix 1 contains new tables for; 
• Information on new connections (table 2J) 
• Information on cost assessment (tables 4J to 4W) 
 
a. Do you agree with expanding the APR with more tables to capture more granular cost data? 
We do not think that it is necessary to add the extra cost assessment tables to the APR document. 
The cost assessment data is needed mainly for the purpose of price review totex modelling, and 
therefore will not be needed in this detail every year. The addition of 14 extra tables makes the APR 
a very large document, particularly for companies who attach it to their Statutory Accounts, and the 
data can easily be collected alongside the APR process. Assurance can still be requested to be at the 
same level as section 4 of the APR. 
 
However, the information for new connections, table 2J, is a reasonable addition to the APR and 
provides some transparency in this area. 
 
b. Do you agree costs should be captured through a controlled process? 
Data does need to be captured through a controlled process. However, with requirements likely to 
change at different points in the 5 year price review cycle, a separate formal annual information 
request for the cost assessment data is more flexible and just as easy to manage. 
 
c. Do we have sufficient guidance and definitions for the additional line items provided? 
The definitions are sufficiently clear. 
 
d. What line items need further definition? 
None. 
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Q2 What are your views on the proposed changes to the existing tables in Appendix 1? 
a. Tax and non-appointed revenue (table 1A) 
The inclusion of a separate line for ‘adjustments in respect of prior years’ will make the tax charge 
easier to understand and more transparent. 
 
The changes in reporting for non-appointed revenue do not impact the WOCs. 
 
b. Totex analysis (table 2B, 4D and 4E) 
Reporting Infrastructure Renewals expenditure separately in table 2B will provide useful information 
that is not currently available. However, the definition of Non-Infrastructure renewals for each 
company may vary. It is difficult to distinguish between maintenance and renewals in this area, and 
would require a lot of extra work to ensure that costs are captured in this manner at source. 
 
We support the separate reporting of Infrastructure Network Reinforcement. We would be able to 
easily collect this data and report any capital expenditure. 
 
Proforma 2J provides the correct amount of detail to analyse these costs and is a helpful table given 
the new connection charging consultation. 
 
c. Other minor changes 
For table 4F, we agree that the depreciation needs to be split into that relating to existing assets at 
31 March 2015, and that relating to new assets from 1 April 2015. This was how the Retail allowed 
expenditure was calculated at PR14. It is also important to report Retail capital expenditure on the 
schedule, for completeness. 
 
For table 4C we agree that the additional lines for over/underspend will give increased transparency. 
 
Q3 Do you agree that there will be some residual non-household retail activities (for example, 
developer services and meter reading) for an incumbent that exits the non-household retail market? 
We agree that for companies that exit the non-household retail market, there will be some non-
household retail activities. Developer services and meter reading, as part of our wholesale 
responsibility, are the two activities that will still apply to Portsmouth Water in 2017/18 and beyond. 
 
Q4 Do we have sufficient guidance around cost allocations between business units? 
We believe that there is sufficient guidance around allocations between business units. In particular, 
we welcome the clarification that ‘high lift pumps’ are part of the Treated Water Distribution 
business unit. 
 
Q5 Do we have sufficiently defined boundaries for water resources and Bioresources? 
We believe that Water Resources is sufficiently defined in the RAGs. 
 
Q6 Have we provided sufficient guidance for Average Pumping Head in table 4P (wholesale water 
non-financial data)? 
We believe that there is sufficient guidance for Average Pumping Head. 
 
 

Questions relating Outcomes reporting 
Q7 Should companies accrue for future ODI revenue rewards/penalties? 
Firstly it should be noted that, for statutory reporting purposes, there already appears to be some 
divergence in this area with different treatment across the industry.  There are some technical 
accounting issues here and these are partly addressed by the IFRIC covering rate regulated activity.  
We would suggest that there is strong merit in further industry guidance being developed in 
conjunction with the “Big 4” accounting practices (who now cover the vast majority of company 
audits). 
 



However, subject to the above, we strongly feel that this should be a company matter.  In particular 
it may be imprudent to accrue rewards before the end of the AMP unless companies have absolute 
certainty regarding their receipt (i.e. may not qualify as assets).  It may also be necessary to consider 
the overall “portfolio” of rewards and penalties to determine the overall net position.  In addition as 
rewards and penalties affect customer bills, either within period or at the next Price Review it is 
essential that companies retain a mechanism to manage the bill impact.  
 
For in-period adjustments companies should demonstrate in the APR how this has resulted in a 
change in performance relative to PR14 assumptions. 
 
When considering rewards and penalties at the next Price Review, the timing of costs incurred and 
bill impacts needs to be considered. There will be an adjustment to the allowed revenue in the next 
AMP, so accruing in the current AMP does not seem appropriate. 
 
Q8 Do you have any comments on our proposed shadow reporting of leakage, supply interruptions 
and sewer flooding according to the new consistent reporting guidance? 
We would not support the reporting of the shadow measures of leakage and interruptions in the 
APR, as this is likely to cause confusion. The APR should report actual performance against targets 
set and agreed at PR14. The change in methodology for both issues will apply formally from 2020, 
and this would be a more appropriate date to report in the APR. This does not preclude companies 
reporting the performance elsewhere to stakeholders. 
 
 

Question relating to small companies (RAG3) 
Q9 Do you agree with the proposal to raise the small company turnover threshold to £10.2m? 
As this is in line with government changes to the small companies’ regime, it would be appropriate 
to raise the threshold to £10.2m. 
 
 

Questions relating to transfer pricing guidance (RAG5) 
Q10 Does RAG5, in its current form, inhibit efficient bioresources trades from happening? If so, 
please explain why and if possible, provide evidence. 
N/A 
 
Q11 a. Which of our proposed two options (Option A: incremental cost or above and Option B: 
incremental cost or above plus a margin) do you prefer and why? 
N/A 
 
b. In the case of Option B, do you agree with our proposed approach to specifying an appropriate 
margin? Please explain your reasoning and provide evidence where possible. 
N/A 
 
Q12 What implications or concerns (if any) do you foresee for new entry to the bioresources market, 
as a result of our proposals on transfer pricing for bioresources? 
N/A 
 
Q13 Are there any other ideas that you propose, to improve our regulation of transfer pricing for 
bioresources? If so, please provide analysis and where possible, evidence, to support these. 
N/A 
 
Q14 Are there any other matters which we should be taking into consideration regarding transfer 
pricing for bioresources? 
N/A 
 



Q15 Do our changes have any implications for the rest of RAG 5 or for activities other than 
bioresources? 
N/A 
 
 
If you wish to discuss further, please do not hesitate to contact me. 

Kind regards, 

 

 

 
 
Helen Orton 
Finance and Regulation Director 
 


