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Dear Ofwat 

 

CONSULTATION ON STRENGTHENING THE REGULATORY RING-FENCING FRAMEWORK 

 

Thank you for the opportunity to respond to your consultation on licence changes to strengthen the 

regulatory ring-fencing framework for the water sector. We support the proposals set out in the 

consultation and therefore our response makes comments by exception. This support has been 

facilitated by the approach taken to the consultation, which has been well signalled including through 

the previous consultations on the changes to the Thames and Portsmouth licences. Our response was 

also informed by the opportunity to have a clarification call. 

 

We agree with the principal that Licence conditions, including for ring-fencing should be standardised. 

We have not identified any reasons why Bristol Water should not have a standardised licence in this 

regards. We also do not believe that transition should generally be required. This applies to both the 

proposal that all companies “must maintain” rather than use “best endeavours” to maintain at least one 

investment grade credit rating, and the standard cash lock-up provisions where any such investment 

grade has the potential to fall below investment grade. We welcome the approach to the “Corporate 

Family Rating”. 

 

We also confirm our support for the change of control approach now in place in the Thames Licence to 

be standardised into other company Licences. This has been well-signalled and we have no further 

comments to add to this proposal. 

 

We have one proposal to make. We expect Ofwat will always show discretion in allowing exceptions to 

the general requirements of financial resilience and ring-fencing, particularly should there be a 

temporary or industry wide issue where it is no in customers’ interests to expect full compliance to 

these clauses. We do not think that a list of circumstances or a transition clause is the best way of 

reflecting these exceptional circumstances, whatever they may be. However we do think that the 

Licence should recognise that companies may, after having engaged and seeking agreement with 
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Ofwat, be allowed to temporarily not comply with all of the Licence rules. We think it is worthwhile, for 

transparency and trust purposes, to recognise this explicitly.  

 

We suggested in response to the Thames consultation that for both the ring-fencing and investment 

grade ratings that the Licence should include the exception statement “unless otherwise agreed by the 

Water Services Regulation Authority [Ofwat in the simplified licence proposals] in writing” to Condition P 

clause 7.2. The cash lock-up provisions in clause 7.4 already includes a similar clause concerning 

Ofwat’s approval, and therefore we see symmetry with our proposed approach. This also ensures that 

a “must ensure” rather than “best endeavours” approach does not result in unexpected consequences 

from genuinely exceptional events outside companies’ control, providing confidence in the framework to 

investors and customers should they question this point. We see no disadvantages in this approach.  

 

We also agree with the approach Ofwat propose in not setting out specific guidance as to what material 

issues that have the potential to impact financial, operational or corporate resilience that companies 

should advise Ofwat of. We are comfortable with using our judgement and then being held to account 

as required in the Licence condition. 

 

The Bristol Water Board has been kept informed of these proposals and therefore, subject to the 

outcome of your consultation, we foresee no issues with providing our consent to these licence change 

proposals in due course. 

 

 

Yours sincerely, 

 

 

 

 

 

 

 

 

Iain McGuffog 

Director of Strategy & Regulation 


