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8 January 2019 
 
Aileen Armstrong 
Ofwat 
Centre City Tower 
7 Hill Street 
Birmingham, B5 4UA 
 
By Email Only 
 
 
Dear Aileen 
 
Consultation on strengthening the regulatory ring-fence framework 
 
Thank you for providing an additional opportunity to comment on your proposals following the 
prior consultation linked to changes to Thames Water’s licence and the working group in 
September. 
 
Your overarching ambition to standardise requirements across Appointees is sensible and 
therefore we support the majority of changes you are minded to make. We do not agree that 
changing the requirement related to having an investment grade credit rating is necessary but 
note that you have already heard these views from us and others and are still minded to make 
the change. You should consider whether the licence condition can be drafted in such a way as 
to give confidence to Boards that, in deciding what enforcement action to take, due 
consideration will be given to factors outside of the company’s control that contributed to the 
down grade.  
 
Annex 1 provides responses to the individual questions. 
 
Yours sincerely 
 
 
 
Paul Kerr 
Finance and Regulation Director 
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Annex 1 

Response to questions 

 

1) Do you agree with, or have any further comments to make with respect to, the 

proposal that all Appointees’ licences require that they “must ensure” they maintain an 

appropriate investment grade credit rating at all times? Do you think that this would give 

rise to any particular issues of a practical nature? If so, please explain and provide 

evidence of these impacts. 

 

We do not consider that the proposed change to the requirements related to holding an 

investment grade credit rating is justified. Our concern is that, in the event that we do lose an 

investment grade rating, particularly if such a circumstance arises from matters outside our 

control, we will immediately be in breach of our licence which may further exacerbate the issue. 

We consider that a “reasonable endeavours” requirement adequately meets the objective you 

have stated for Board’s to do “all they can to manage their finances to maintain an investment 

grade credit rating” and therefore provides sufficient protection to customers.  

 

We welcome your statement that enforcement action will take into account what circumstances 

outside of the company’s control may have been in play that led to the downgrade. You should 

consider whether the licence condition can be drafted in such a way as to give confidence to 

Boards that in deciding what enforcement action to take that due consideration will be given to 

such factors.  

 

2) Do you agree with the proposal to adjust the definition of issuer credit rating to 

explicitly allow for the use of a corporate family rating? 

 

We do not object to the use of a corporate family rating in appropriate circumstances, as long as 

it provides an appropriate reflection of the financial position of the Appointee. 

 

3) Do you agree with, or have any further comments to make with respect to, the 

proposal to include the most up-to-date cash lock-up provisions for companies where 

they are currently not included? 

 

We support creating consistency of requirements between licensees by applying the text as 

drafted in the annex to the consultation. 

 

4) What are your views on the changes we have set out to bring the provisions relating to 

ring-fencing certificates into line with industry-leading standards? 

 

We support creating consistency of requirements between licensees by applying the text as 

drafted in the annex to the consultation. 

 

5) Do you have any views about the form and consistency of information provided with 

ring-fencing certificates or our expectations in relation to these matters? 

 

It should be up to each company’s Board to decide what information to provide and how to 

provide it in order to support the statement it makes through the ring-fencing certificate. We 

therefore support the conclusion reached that separate guidance is not required but find the 

expectations listed in the consultation helpful.  

 



 

We also welcome any ongoing feedback that you can provide either specific to our own 

certificate or more generally on examples that have best met expectations. This may be useful 

information to include with the annual report on monitoring financial resilience. 

 

6) Do you agree with our proposal to bring all licences up to the same standard in 

relation to the reporting of material issues, but not to develop guidance? 

 

We support creating consistent requirements for the reporting of information and agree that 

guidance is not required.  

 

7) Do you have any other comments on the issues discussed above or elsewhere in this 

consultation that you would like us to consider? 

 

We have no further comments to make. 

 


