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 About this document 

This document invites comments on our proposals to modify conditions in the 

Instruments of Appointment (licences) of the 17 largest regulated water (and/or 

wastewater) companies1 (Appointees) in England and Wales, collectively referred to 

as ‘companies’ in this document 

 

Our intention is to bring these licences up to the industry-leading standard, including 

upgrading older-style ring-fence conditions to the most up to date wording except 

where that would entail a change in policy that we have not previously consulted 

upon. Additionally, we are proposing to apply the formatting and numbering changes 

and simplified wording we applied to other conditions in our Licence Simplification 

Project in December 2018.  

 

These changes are important improvements to companies’ licences, and we have 

consulted extensively on this package already.  We have reflected on the views 

expressed already, and the proposals in this statutory consultation include several 

helpful refinements, while ensuring that the protections for all customers are brought 

up to the best common standards.  Our aim is to make these improvements with 

agreement – most companies have already provided their indicative consent to these 

changes. 

 

Under section 13 of the Water Industry Act 1991 (WIA91), we are able to modify the 

conditions of a company’s licence if it agrees to the changes we are proposing to 

make. 

 

This document and the attached appendices is a Notice under section 13 of the 

WIA91. 

 
  

                                            

 

1 For the purpose of this document, a reference to a water company or company means a company 
holding an appointment as a water and/or sewerage undertaker under the Water Industry Act 1991 

https://www.ofwat.gov.uk/wp-content/uploads/2018/12/Conclusions-on-licence-simplification-and-modification-of-all-instruments-of-appointment.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2018/12/Conclusions-on-licence-simplification-and-modification-of-all-instruments-of-appointment.pdf
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1. Introduction 

1.1 Background  

The regulatory ring-fence provides an important protection for companies and their 

customers. Its purpose is to ensure that the regulated company maintains sufficient 

financial and management resources to enable it to carry out its water and sewerage 

services in a sustainable manner, and it protects the regulated company from the 

activities of other entities such as other group companies. 

 

Over the past 18 months we have explored some of the regulatory issues which 

arise when companies experience a change of ownership and when they face 

financial challenges. We conducted consultations on both these linked issues, 

refreshing our policies in some areas and identifying a need to upgrade some of the 

protections in licences. These conclusions can be found in detail in our November 

2018 Thames Water: Conclusions on Change of Control and Modification of 

Instrument of Appointment document and our July 2019 Conclusions on 

Strengthening the Regulatory Ring-fencing Framework document. In both these 

documents we set out possible new or updated draft wording for licence definitions 

and provisions relating to the regulatory ring-fence. 

 

We also consulted upon and made changes to the licences of the 17 largest 

companies and the new appointees to simplify licence provisions, bring them up to 

date and make them easier to understand as part of the Licence Simplification 

Project. However, this exercise did not extend to parts of the licence where some 

change in policy was anticipated, including the ring-fencing provisions.  

1.2 Scope and objectives 

The purpose of these proposed modifications is to improve the protections for 

customers by bringing licences up to the industry leading standard and to achieve a 

broadly consistent regulatory ring-fencing framework across England and Wales. In 

order to do this we propose to draw together all of the ring-fencing provisions into an 

updated Condition P for all companies.  

 

https://www.ofwat.gov.uk/wp-content/uploads/2018/11/Thames-Water-Conclusions-on-Change-of-Controle-and-Modification-of-Instrument-of-Appointment-final.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2018/11/Thames-Water-Conclusions-on-Change-of-Controle-and-Modification-of-Instrument-of-Appointment-final.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/Decision-document-on-strengthening-the-regulatory-ring-fencing-framework....pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/Decision-document-on-strengthening-the-regulatory-ring-fencing-framework....pdf
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We are using the opportunity of these changes to consult also on applying the logic, 

formatting and numbering conventions we developed during the licence simplification 

process to make the provisions easier to follow and understand. 

 

Notwithstanding these proposed changes, we will continue to keep the effectiveness 

of the ring-fence under review, and bring forward further proposals as necessary. 

1.3 Implications of making the changes 

At present the precise wording and coverage of the individual ring-fencing conditions 

varies between licences. Historically, licences have generally only been updated on a 

change of control which have not occurred consistently across the sector. There is 

no reason from a customer perspective why these licence differences should exist. 

Our proposals make the protections more consistent across England and Wales, 

giving customers equivalent protection.  

 

While the changes are modest for those companies with the most up to date ring-

fencing provisions (Hafren Dyfrdwy, Portsmouth Water, Severn Trent England 

Water, South West Water and Thames Water), some companies will experience a 

greater change in the protections.  

 

The cash lock-up provisions in the licence, which will be new for some companies, 

ensure that in the event of extreme financial distress, resources will only be able to 

be removed from the regulated business in certain specified circumstances or with 

Ofwat’s approval. Similarly, the provision enabling Ofwat to direct a company to 

enforce its Ultimate Controller undertakings, which is new for most companies, 

protects the company and customers from demands which might endanger the 

services being provided. In both cases these provisions should ensure the long-term 

viability of the company and its services, and thus have a positive impact for 

customers, companies and shareholders in the longer-term. 

 

We are also seeking to remove some provisions which have ceased to have effect or 

do not work in the way originally envisaged. We are updating the older-style wording 

to make the requirements clearer and bringing the provisions stylistically in line with 

the rest of the licence. This should make the requirements of the licence easier to 

understand for all stakeholders. 
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1.4 Applicability to new appointees 

It may not always be proportionate for new appointees and variations (NAVs), which 

tend to be smaller companies, to meet the full, updated ring-fence requirements. 

Therefore, we do not propose to make a modification to the licences of these 

companies at this time. However, they currently have many of the ring fence 

requirements in their licences and we expect them to continue to meet them. While 

we are not proposing the changes here for NAVs in this particular consultation, we 

consider that some of these proposed modifications are important protections for all 

customers. They are, therefore, appropriate for all companies regardless of size, and 

we will consider which modifications would be proportionate for NAVs in a future 

exercise.  
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2. What are the changes that we are proposing?  

2.1 Change of control 

2.1.1 Notification of change of control 

We have a duty to act in a way which we consider is best to secure that the functions 

of companies are properly carried out. We need to ensure that we can identify and 

address any regulatory issues arising from a change of control in a company. The 

two primary outputs of our change of control process are to identify from whom 

Ultimate Controller undertakings2 need to be procured, and to identify the need for 

any modifications to licence conditions in light of our analysis. 

Our consultation proposed introducing a new condition in all licences that requires 

the company to inform us when it becomes aware of a change, or an upcoming likely 

change, that might be considered to have led to or may lead to a change to the 

Ultimate Controller of the company. As we clarified in our Conclusions document we 

do not intend the company to exercise definitive judgement on whether or not there 

has been or might be such a change. For this reason we have couched the licence 

text in conditional terms; “may lead to…” and “might be considered to have led to…”. 

Once we have been notified and have gathered any necessary information, we will 

consider if there has been or might be a change to the Ultimate Controller(s) and 

consequently whether any action needs to be taken. We recognise that the 

identification of this change may not be straight-forward, for instance where control is 

widely distributed or control is exerted through many holding tiers. We would, 

therefore, encourage Appointees to take a precautionary approach in deciding when 

to notify us. We would expect to be notified at the point where there is reasonable 

                                            

 

2 The Appointee must ensure that at all times there is an undertaking in place which is given by the 
Ultimate Controller of the Appointee and where the United Kingdom Holding Company of the 
Appointee is not the Ultimate Controller of the Appointee, the Appointee must ensure that there is an 
undertaking in place which is given by the United Kingdom holding company. The undertaking should 
provide that the Ultimate Controller will provide the Appointee with information as is necessary to 
allow it to comply with its legal and licence obligations and will not act in a way which would make the 
company breach those obligations.  

https://www.ofwat.gov.uk/wp-content/uploads/2018/11/Thames-Water-Conclusions-on-Change-of-Controle-and-Modification-of-Instrument-of-Appointment-final.pdf
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certainty that a change to the Ultimate Controller(s) may take place. An example 

would be when a “Heads of Terms” agreement is about to be signed, but it is 

possible that there are other points in any investment process where an Appointee 

might consider that a change to the Ultimate Controller(s) might occur and notify us 

accordingly. 

2.1.2 Enforcing the Ultimate Controller’s undertaking 

The licence requires the company to procure legally enforceable undertakings from 

its Ultimate Controller(s). The Ultimate Controller undertaking is intended to prevent 

behaviour by Ultimate Controllers which leads to the company breaching its licence. 

It shields the company from influence exerted by an Ultimate Controller to act in 

breach of its licence and provides a route for the company to ensure that the actions 

of its Ultimate Controller(s) do not themselves lead to a breach (for example by the 

Ultimate Controller failing to provide information or by amending group finance 

arrangements in a way that breaches the regulatory ring-fence). This in turn protects 

customers’ interests by preserving the integrity of the licence obligations. The licence 

does not, however, currently provide for an obligation on the company to enforce an 

undertaking, nor does Ofwat have the power to force an Ultimate Controller to 

comply with an undertaking it has given. We intend, therefore, to insert an ability for 

us to issue a direction to the company requiring it to enforce its Ultimate Controller’s 

undertaking. 

The undertaking is only as good as the company’s willingness to enforce it. We 

appreciate that company Boards will wish not to breach their licences and will take a 

robust line with their Ultimate Controllers. There may be some circumstances, 

however, where they are influenced by the Ultimate Controller or are under pressure 

not to enforce the undertaking. These are the circumstances where we see the 

direction from Ofwat coming into play, because the possibility of Ofwat using this 

enforcement power may strengthen the company’s position. Therefore, just as the 

undertaking strengthens the ability of the company to comply with its licence, this 

regulatory direction strengthens the “shield” from Ultimate Controller influence which 

may prejudice licence compliance. 
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2.2 Credit ratings and cash lock-up 

2.2.1 Credit ratings 

Credit ratings are helpful for monitoring companies because they provide a widely 

recognised and independent, forward-looking view of a company’s financial strength 

and resilience.  

The current licence provisions with respect to maintaining an investment grade credit 

rating vary across companies3. While the licences of some require them to use 

“reasonable endeavours” to maintain an investment grade credit rating, more up to 

date licences require that the company “must ensure” that an investment grade 

credit rating is “maintained at all times”. 

We intend to implement the “must ensure” requirement for all companies because 

the clarity gained from the amended condition would mean that no time is lost in 

judging whether or not a company has used reasonable endeavours before 

determining if breach has occurred, allowing solutions to be considered and 

implemented faster. Our Enforcement Guidance provides details of the things we 

would take into account in the event of a breach. This would include whether 

circumstances genuinely outside of a company’s control led, or contributed, to a 

breach. 

Requiring both the company and any Associated Company which issues corporate 

debt on its behalf to be rated increases the burden on some companies for little 

practical benefit. In light of this, we propose amended wording which recognises an 

issuer credit rating assigned to the company or an issuer credit rating given to its 

                                            

 

3 The licences of two companies, South West Water and Hafren Dyfrdwy, contain an additional 
provision. This exempts them from the requirement to maintain an investment grade credit rating.  
Their Board is required to certify on an annual basis that in its opinion, they “would be able to maintain 
an issuer credit rating which is an investment grade rating”, together with a statement of the main 
factors which the Board has taken into account. Cash lock-up in these cases would be triggered when 
the Appointee is unable to deliver the annual certificate to Ofwat. Although not part of the current 
consultation, we think these warrant further consideration.    

https://www.ofwat.gov.uk/wp-content/uploads/2015/11/Approach-to-enforcement.pdf


 

Consultation under section 13 of the Water Industry Act 1991 on proposed modification to the largest 
undertakers’ licences for ring-fencing 

9 

dedicated financing company. This should be helpful, for instance, where the 

company is not rated because it does not issue publicly listed financial instruments. 

We want to ensure companies have a flexible range of rating options available to 

them and where we have determined that a given rating offers equivalent protection 

to customers as other accepted ratings, the option to use it should be reflected in the 

licence. We intend to update the licence text to reflect current regulatory practice and 

to confirm that we accept as regulatory markers those credit ratings which, in our 

view, are representative of the creditworthiness of the company as a whole. In our 

Conclusions document we indicated a desire to clarify the licence definition of “Issuer 

Credit Rating” by explicitly including, on the face of the licence, both a Corporate 

Family Rating and an alternative rating agreed with Ofwat following a written request. 

One company was concerned that the definition of “Issuer Credit Rating” did not 

sufficiently define which other ratings we might determine to be regulatory markers. 

We accepted that this limb of the proposed definition had been broadly drafted. With 

this in mind we are proposing an amended definition in this consultation, which 

makes it clear that the alternative rating we determine to monitor is, in our opinion, 

reflective of the creditworthiness of the company as a whole. This should deal with 

the concern that we might choose to monitor ratings attached to small quantities of 

subordinated debt. We do not intend to use ratings given to subordinated debt as 

regulated markers. 

The definition of Issuer Credit Rating we are now consulting upon is: 

“Issuer Credit Rating” means:  

(a) an issuer credit rating assigned to the Appointee or any Associated Company 

which issues corporate debt on its behalf by a Credit Rating Agency;  

(b) a Corporate Family Rating assigned by a Credit Rating Agency to a corporate 

group of which the Appointee is a member and which has been approved for this 

purpose by Ofwat; or  

(c) a rating assigned by a Credit Rating Agency to the Appointee or any Associated 

Company, for so long as Ofwat has determined in writing that this rating sufficiently 

reflects the creditworthiness of the Appointee. 

https://www.ofwat.gov.uk/wp-content/uploads/2019/07/Decision-document-on-strengthening-the-regulatory-ring-fencing-framework....pdf
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One company was concerned that the revised definition, while recognising the use of 

Issue ratings for the first time, also formally recognises the use of the Corporate 

Family rating as a regulatory marker. Issue ratings are ratings given to individual 

tranches of debt and are a means of reassuring the lender of the ability of the 

company to be able to repay or service that specific debt. Issuer ratings are ratings 

indicating the ability of the company to service its financial obligations across the 

board. Corporate Family ratings do likewise for groups of companies, typically where 

the regulated company is part of a corporate group including associated companies 

whose function is to raise finance for the regulated company.  

Credit rating agencies provide different kinds of ratings and have different terms for 

ratings which can be viewed as being similar in nature, this is why we are proposing 

to amend the definition to clarify the range of ratings that are acceptable. As the 

Issuer and Corporate Family ratings relate to the ability of the regulated company to 

service all of its financial obligations we think these meet the objective of providing a 

view on a company’s creditworthiness and financial resilience. We recognise, 

however, that not all companies will have an Issuer or Corporate Family rating and 

we are prepared to use other suitable ratings, for example Issue ratings as a 

regulatory marker where it can be demonstrated that this rating gives customers an 

equivalent level of protection to that of an Issuer rating or Corporate Family rating.  

2.2.2 Cash lock-up 

Cash lock-up would be triggered, either where: 

 a company does not hold an issuer credit rating which is investment grade; or 

 one or more issuer credit ratings held by an company is not investment 

grade; or 

 where the rating outlook as specified by the credit rating agency which has 

assigned the lowest investment grade rating is on review for possible 

downgrade or is on “Credit Watch” or “Rating Watch” with a negative 

designation or has been changed from stable or positive to negative. 

Once the company is in cash lock-up, they are restricted from making certain 

payments, such as dividends. Having the cash lock-up provision places the 

regulated business in a better position because it prevents resources flowing out 

from the business by way of dividends or non-contractual payments to connected 

parties when the company’s finances are under pressure. Cash lock up should also 
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encourage dialogue between the company and Ofwat, focussing attention on the 

causal factors and improvement of the company’s financial position. 

Of the 17 companies, only three do not have a cash lock-up licence provision of any 

form: Bristol Water, Dŵr Cymru and Wessex Water. We propose adding the most 

up-to-date cash lock-up provision into licences.  

One company pointed to an ambiguity in our proposed wording, one interpretation of 

which would have placed a number of companies into cash lock-up in circumstances 

where we had not intended it. To overcome this difficulty we have made a minor 

adjustment to the wording since our Conclusions document. This clarifies that one 

criterion for cash lock-up is where neither the company nor any Associated Company 

which issues corporate debt on its behalf holds an issuer credit rating which is an 

investment grade rating. Consequently the cash lock-up provision now reads: 

P27 The “Cash Lock-Up” provisions set out in paragraph P28 apply in any 

circumstances: 

P27.1 where neither the Appointee or any Associated Company which issues 

corporate debt on its behalf holds an Issuer Credit Rating which is an 

Investment Grade Rating; or  

P27.2 where the Appointee or any Associated Company which issues 

corporate debt on its behalf: 

P27.2.1 holds one or more Issuer Credit Ratings and one or more such 

Issuer Credit Ratings is not an Investment Grade Rating; or  

P27.2.2 holds an Issuer Credit Rating which is the Lowest Investment 

Grade Rating and:  

P27.2.2.1 the rating is on review for possible downgrade or is on 

“Credit Watch” or “Rating Watch” with a negative designation; or  

P27.2.2.2 otherwise where the rating outlook of the Lowest 

Investment Grade Rating has been changed from stable or 

positive to negative.  
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2.3 Ring-fencing certificate 

The annual ring-fencing certificate provides assurance to Ofwat and other 

stakeholders that the company has adequate facilities, systems, financial resources 

and management resources to enable it to carry out its Regulated Activities for at 

least another 12 months from the date the certificate is submitted to Ofwat. This 

enhances the protection for customers provided by the regulatory ring-fencing 

framework.  

Currently there are minor variations between companies’ licence requirements on 

ring-fencing certificates. 

We are now proposing a consistent approach across the licences. The provisions for 

a certificate in respect of financial resources and a statement in respect of non-

financial resources originated in different licence conditions. Differences in the 

phrasing of these requirements appear to have caused some confusion about how 

many statements or certificates are required and in what form they are required. We 

propose, therefore, to simplify the licence text by requiring only one ring-fencing 

certificate, which covers both financial and non-financial resources. Additionally we 

propose to clarify that the certificate is required to be submitted on the same day as 

the regulatory accounting statements required to be submitted under Condition F. If 

this change is carried through to licences we further propose to bring the wording in 

Regulatory Accounting Guideline RAG 3.12 into line. 

For the avoidance of doubt, the certificates are usually submitted in July each year. If 

the licence modifications are made before the usual date for submission as planned, 

the first new-style ring-fencing certificates should be submitted in July 2020. We do 

not expect any company to re-issue its ring-fencing certificate simply because the 

licence provision has changed earlier. The latest Information Notice can be found at 

https://www.ofwat.gov.uk/publication/in-20-01-requirements-and-expectations-for-

ring-fencing-certificates/  

2.4 Reporting of material issues 

In our consultation we proposed a provision requiring the Board of the company to 

inform Ofwat as soon as possible when they become aware of any circumstance that 

might materially affect the company’s ability to carry out its Regulated Activities. This 

provision has already been added to more up to date licences. 

https://www.ofwat.gov.uk/publication/in-20-01-requirements-and-expectations-for-ring-fencing-certificates/
https://www.ofwat.gov.uk/publication/in-20-01-requirements-and-expectations-for-ring-fencing-certificates/
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The provision to report material issues to Ofwat is designed to make us aware of 

significant issues to help us better discharge our regulatory responsibilities. This 

obligation is a notification requirement and not a regulatory approval process. 

Confining this to circumstances that may raise questions about licence compliance 

would not meet the broader objective of this condition; the provision is designed to 

capture all relevant material issues even those that are not specifically connected to 

licence compliance. 

https://www.ofwat.gov.uk/about-us/our-duties/
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3. Bringing licences up to the same industry leading 
standard  

3.1 General approach 

Many of the provisions in most up to date licences contain similar provisions to older-

style licences, but more succinctly and in more accessible language. Where those 

provisions have a similar effect we intend to bring the older-style licences up to date 

by replacing them with most up to date wording. For example, we intend to replace 

existing wording relating to assets, rights and resources and transfer pricing and 

cross default obligations with the wording used in the most up to date licences. 

Additionally, we applied formatting and numbering changes to many licence 

conditions for all companies in 2018, and intend to apply those formats to this licence 

condition. 

There are, however, a few provisions where we have not consulted on the policy and 

the effect of provisions are different between licences. We intend to leave these 

provisions as they are until we have consulted on the policy issues, albeit that we 

intend to situate them in a new Condition P licence condition. 

The one exception to this general approach is the provision requiring publication of 

interim and final results as required by the Listing Rules. This provision is still in older 

licences but does not feature in the most up to date licences. The provision has no 

practical effect due to the way it is constructed, albeit that companies publish such 

information without an effective licence requirement. We propose, therefore, to 

remove this provision and to make all the licences consistent. However, the 

information contained within these publications is valuable to us and to other 

stakeholders. We expect all companies to publish interim and annual final results. As 

this is established practice we do not anticipate any company not publishing their 

interim and final results, but we intend to monitor the effect of the removal of this 

provision and will review our policy around what information we require companies to 

publish if it appears an updated requirement would be in the interest of customers. 

Any further work in this area will be the subject of separate engagement and 

consultation with companies. 

In Appendix one we set out which provisions are changing and how the modifications 

fit together, along with an indication of where the requirements converge or remain 
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different. Each company’s proposed modification is published alongside this 

consultation. 

3.2 Summary of changes for companies which already have an 
updated Condition P 

In their licences, the proposed modifications will: 

 Insert or modify the upgraded definitions and provisions we consulted and 

concluded upon where relevant; and 

 Apply the formatting and numbering changes and simplified wording we 

applied to other conditions in our Licence Simplification Project. 

3.3 Summary of changes for companies which have older 
licence drafting 

In addition to the above, for those with older licence drafting for the regulatory ring-

fence the modifications proposed are broader. The approach we are taking in the 

proposed licence text is as follows: 

 We will draw all relevant pre-existing definitions and provisions from 

Conditions I, K and P into an updated Condition A or Condition P as 

appropriate; 

 Where we think the provisions in the more recent licence condition drafting 

(for example for Portsmouth Water and Thames Water) are substantively the 

same but clearer, we will insert the most recent, upgraded wording as a 

replacement for the existing wording. For example, we will replace existing 

wording relating to assets, rights and resources and transfer pricing and cross 

default obligations with the upgraded wording used in the more recent 

licences, and re-number these provisions accordingly. We have not previously 

consulted upon these changes as we consider there to be no change in 

policy; 

 Where we think the provisions in the more recent licence conditions are 

substantively different in any individual licence and to insert it would represent 

a change in policy not consulted upon, we will retain the pre-existing licence 

wording; 

https://www.ofwat.gov.uk/wp-content/uploads/2018/12/Conclusions-on-licence-simplification-and-modification-of-all-instruments-of-appointment.pdf
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 We will remove redundant provisions relating to the business retail market, 

where the company has exited that market;  

 We will delete existing Condition I and Condition K3; 

 We will remove the requirement for a Reporter’s report on the ring-fencing 

certificate which was in Condition F for some companies however we continue 

to review our approach to external assurance; and 

 We will remove the requirement for interim and annual results to be published 

where the Listing Rules require it. 

3.4 Deletion of Condition F1 

The licences of Anglian Water and Dŵr Cymru contain an additional condition 

labelled F1, which deals with the procurement of services. These provisions were 

introduced at a time when these two companies were outsourcing a significant 

portion of their service provision. Both companies have since drawn back from that 

extent of outsourcing. In any case the provisions appear to provide no additional 

protection beyond the other ring-fencing provisions. They require compliance with 

legislation which applies in its own right. They also require certain information to be 

reported on an annual basis, which we could require if needed under Condition M. 

For these reasons we do not think that Condition F1 is required and propose to 

delete it from these two licences. 
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4. Next steps 

We would like responses to this document by 25 June 2020. Formal responses to 

our proposals by the companies holding appointments must indicate whether or not 

they accept the modifications proposed. 

Subject to agreement, we aim to amend the companies’ licences by 23 July 2020.  
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5. Responding to this consultation 

We invite stakeholders to comment on our proposed modifications by 25 June 2020. 

Companies should also indicate their agreement or otherwise of the proposed 

modification by this date. You can email your responses to:  

OfwatPandO@ofwat.gov.uk  

We will publish responses to this consultation on our website at www.ofwat.gov.uk, 

unless you indicate that you would like your response to remain unpublished. 

Information provided in response to this consultation, including personal 

information4, may be published or disclosed in accordance with access to 

information legislation – primarily the Freedom of Information Act 2000 (FoIA), the 

General Data Protection Regulation, the Data Protection Act 2018, and the 

Environmental Information Regulations 2004. For further information on how we 

process personal data please see our Privacy Policy. 

If you would like the information that you provide to be treated as confidential, please 

be aware that, under the FoIA, there is a statutory ‘Code of Practice’ which deals, 

among other things, with obligations of confidence. In view of this, it would be helpful 

if you could explain to us why you regard the information you have provided as 

confidential. If we receive a request for disclosure of the information, we will take full 

account of your explanation, but we cannot give an assurance that we can maintain 

confidentiality in all circumstances. An automatic confidentiality disclaimer generated 

by your IT system will not, of itself, be regarded as binding on Ofwat.

                                            

 

4 See General Data Protection Regulation definitions 

mailto:OfwatPandO@ofwat.gov.uk
http://www.ofwat.gov.uk/
https://www.ofwat.gov.uk/wp-content/uploads/2018/05/Ofwat-2018-Privacy-Policy-May.pdf
https://gdpr-info.eu/art-4-gdpr/
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Appendix 1 – Table of changes 

Condition Description Changes we are proposing 

for older-style licences 

Changes we are proposing 

for the most up to date 

licences  

Remaining differences 

between licence texts as 

proposed 

A Interpretation and 
Construction 

Movement of all relevant pre-
existing definitions into Condition A 
and insertion of new definitions 
consulted upon. The definitions 
have been refreshed to support the 
new requirements in Condition P, 
in some cases to change the 
meaning and effect of the defined 
terms. The proposals reflect our 
July 2019 Conclusions. 

Insertion and/or replacement with 
the provisions and definitions 
consulted upon. The proposals 
reflect our July 2019 Conclusions. 

None 

F1 Procurement of 
Services 

Deletion of the condition in the two 
licences that contain it 

Not relevant None 

I Ring-fencing Deletion of the condition  Not relevant None 

K “Ring-Fencing” 
and Disposal of 
Land 

Replacement of current Condition 
K1; deletion of K3 and modification 
of the Condition K title.  

Replacement of current Condition K1 
and modification of the Condition K 
title for those licences whose 
Condition K still contains references 
to ring-fencing. 

None 

P Structure of new 
Condition P 

Drawing together of provisions 
from Conditions I, K and P to form 

No change None 
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 a new Condition P. Provisions are 
ordered the same as the most up 
to date licences  

P Formatting etc. 
 

Licence simplification-style 
formatting throughout the Condition 

Licence simplification-style 
formatting throughout the Condition 

None 

P Introduction Text upgraded to reflect the 
consolidation into one condition 

Updated text  None 

P  Conduct of the 
Appointed 
Business 

No changes to text recently 
inserted 

No changes to text recently inserted None 

P Ultimate 
Controllers 

Insertion of provisions consulted 
upon: 

 To notify Ofwat in 
circumstances where the 
Ultimate Controller of the 
company may change, and 

 To comply with a direction from 
Ofwat to enforce the terms of 
the Ultimate Controller 
undertaking 

The remaining text upgraded to 
that used in the most up to date 
licences 

No change  At its request, Dŵr Cymru retains 
provisions requiring Ultimate 
Controller undertakings to provide 
that; 

 non-executive members form a 
majority of the company Board, 
and that, 

 the Ultimate Controller does not 
make any changes to the 
company’s respective 
Memorandums and Articles of 
Association, without the consent 
of the Director [Ofwat]. 

The former provision is re-inserted 
having been deleted in error last 
year. 
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P Assets, rights and 
resources 

The text upgraded to that used in 
the most up to date licences 

No change  The text for Bristol Water, Sutton 
and East Surrey Water and Wessex 
Water omits reference to ‘systems of 
planning and control’ as this is not 
contained in their current licences 
and we have not consulted on a 
change in policy. 

P Listing of financial 
instruments 

Insertion of existing licence text 
into the new condition 

No change Older-style licences contain a variety 
of provisions, and many of these 
differ in effect from most up to date 
licences. We have not consulted on 
a change in policy and therefore do 
not propose to modify these 
provisions in this consultation. 

P Transfer pricing 
and cross-default 
obligations 

The text upgraded to that used in 
the most up to date licences  

No change None 

P Credit ratings and 
cash lock-up 

Insertion of provisions consulted 
upon to change the framing of the 
requirement to maintain an 
investment grade credit rating. 

Insertion of provisions consulted 
upon to change the framing of the 
requirement to maintain an 
investment grade credit rating 

South West Water and Hafren 
Dyfrdwy are required to certify on an 
annual basis that in the Board’s 
opinion, they “would be able to 
maintain an issuer credit rating 
which is an investment grade rating”, 
together with a statement of the 
main factors which the Board has 
taken into account. 
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P Dividend policy Insertion of existing licence text 
into the new condition 

No change Older-style licences differ from most 
up to date licences. We have not 

consulted on a change in policy and 
therefore do not propose to modify 
these provisions in this consultation. 

P Ring-fencing 
certificate 

Insertion of the provisions initially 
consulted upon, apart from the 
requirement to publish a statement 
regarding rights and resources 
other than financial resources (set 
out as P9.1 in the initial 
consultation). This requirement has 
instead been inserted into the 
definition for Ring Fencing 
Certificate. 

Insertion of the provisions initially 
consulted upon, apart from the 
requirement to publish a statement 
regarding rights and resources other 
than financial resources (set out as 
P9.1 in the initial consultation). This 
requirement has instead been 
inserted into the definition for Ring 
Fencing Certificate. 

None 

P Reporting of 
material issues 

Insertion of the provisions 
consulted upon, requiring reporting 
to Ofwat of circumstances that 
might materially affect the 
company’s ability to carry out its 
Regulated Activities 

No change None 
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