Annex – responses to specific questions
Question 1
A number of stakeholders have previously expressed interest in supplying water
resources, either through the bidding market or in a future bilateral market. There are
also a large number of WSSL licensees.14 We are interested in stakeholders’ views
on:
a) Whether, in principle, they would be interested in selling water resources via means of a
bilateral market;
As a company in a water stressed area, this seems like an opportunity that is unlikely to
arise for us, but we have no objection to the idea.
b) Whether, in principle, they would be interested in purchasing water resources via means
of a bilateral market; and
We are always looking for new water resources and would be very happy if we were able
to efficiently acquire them through a bilateral trade. We appreciate that the market is not
really a mechanism for primary water companies to acquire water.
c) Whether, in principle, they would be interested in playing some other role (such as
providing water treatment services or providing other services) to support a bilateral
market.
As an incumbent water company we would be able to provide services such as treatment
services in order to support bilateral trade, and we would seek to be supportive of any
such arrangements

Question 2
Owners of water resources currently have an existing route to market through the
bidding market, while retailers can contract for water resources with the regional
water company. We are interested in stakeholders’ views on:
a) the advantages or disadvantages bilateral markets might have compared with the trading
arrangements currently available to them;
We don’t see the two as mutually exclusive, we see the potential advantages of bilateral
markets as additional to existing arrangements.
b) how bilateral markets could complement or conflict with existing mechanisms available
for water trading; and
We are not aware of any reasons for such conflict. We think your paper correctly
identifies some regulatory hurdles, but these should be surmountable in most cases
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c) whether they have any preference between the existing arrangements and bilateral
markets (if so, why).
None

Question 3
The legal framework allows for a number of consequential changes to regulatory
instruments (such as licences and codes) to effectively implement bilateral markets.
We welcome views from stakeholders on:
a) The key policy benefits that they consider need to be captured and the best means of doing
this;
We believe that section 4 of the document identifies relevant benefits of trading and the risks
and issues that need to be addressed for the successful development of the bilateral market
and for future water trading more broadly. One of the policy outcomes for the bilateral market
should, in our view, be improved water efficiency as well as those identified in the paper. We
believe that work should be undertaken to develop policy in this area..
b) The key policy risks that need to be mitigated, and the best means of doing this; and
We suggest that the best mechanism for addressing risks and issues would be the
development of one code and a standard form of section 66D agreement. These would
replace the individual access codes that each water company currently has in place. We
believe that this has worked well in the context of the non-household retail market; the
existence of one standard code in the form of the Wholesale-Retail Code has made it
possible for retailers to interact with all wholesalers on the same basis throughout England
c) Whether there is a degree of prioritisation to the risks and benefits, and if so what needs to
be captured as a priority and what might be better left for a more informed decision once
some bilateral trading has become established?
We have identified one further possible barrier to the new entrants to the bilateral market,
which is not referred to in the consultation paper, and that Defra and Ofwat may wish to
consider. A holder of a wholesale authorisation may need to provide the pipes necessary to
convey water from the point of abstraction to point of connection with a water undertaker’s
supply system. They do not have the statutory powers of entry and works notice powers that
water undertakers have under the Water Industry Act 1991, which makes it more costly and
time-consuming for a holder of a wholesale authorisation to lay pipes than it would be for an
undertaker. We do not have an immediate solution to this to put forward but believe that it
merits further consideration.
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