


 

 
 
 
 
 
 
expose the company to additional credit risk which can best be mitigated by a company specific cost 
of debt allowance and deferring the decision to switch to full CPIH indexation of the RCV until such 
time as th    een RPI and CPIH.   
 
With regards to the retail price control, by 2025 we will have had ten years with no indexation 
allowance on costs. As a large proportion of costs in retail are in man power or bad debt, we do not 
think it is realistic to assume this continues for a further five years and would support a sector-wide 
indexation allowance. This is a higher risk to smaller water companies as retail revenue is a higher 
percentage of total appointed revenue when compared with the water and sewerage companies. 
 
Accounting for past delivery 
 
We appreciate the detailed criteria provided for the quality assessment to ensure our plan is 
sufficient quality and meets the minimum expectations set out in the round. However, we are 
disappointed to see that past delivery will not be seen as a key driver for ambition at PR24. We think 
that reflecting on past performance is key to giving customers confidence that we can deliver the 
things they have said are important to them. Therefore, we ask Ofwat to consider maintaining 
"Accounting for Past Delivery" as a criteria for quality assessment as it indicates the credibility of the 
delivery of future plans. 
 
Cost of living crisis 
 
While it is not part of the PR24 consultation, we also feel it is important to raise the potential 
impacts of the current cost of living and energy bill crisis on PR24 and the water sector in general. 
The potential impact of this is deep and wide ranging. 
 
First, there is the impact on customers of cost of living increases – particularly energy, fuel and food. 
The inflationary pressures associated with these will also have a knock-on effect on to many other 
areas of people’s everyday costs. In comparison with energy, the water bills our customers currently 
pay are relatively low and stable. However, if they can no longer afford to pay their energy bills, or 
they have to prioritise energy, fuel or food over other costs, then there is a real risk of this impacting 
their ability or willingness to pay their water bills. In addition, the current crisis creates a risk of 
wider recession in the economy, as signalled by the Bank of England recently. This could impact 
customer’s incomes and increase the demand for social tariffs or other financial support, with rises 
for the water companies beyond what these schemes are able to cover. 
 
Second, it is also important to consider the impact on customer perceptions and in research studies. 
We are already seeing evidence in the customer acceptability and affordability testing study of our 
draft WRMP24s that is currently in fieldwork that events currently playing out, and particularly the 
increases in the cost of living, are having a notable impacts on customers’ views that the sector tries 
to evaluate during price reviews. If no further significant central Government support is provided to 
households and businesses is announced in the coming weeks, this increases the risk that levels of 
investment that customers have previously considered acceptable and affordable are no longer 
considered to be so because of these external pressures. 
 



 

 
 
 
 
 
 
 
Third, we think it is important to also take into account the impact on water companies’ direct and 
supply ch      nflation falls back to lower levels, it is very possible that high 
energy costs will persist for a number of years – as a sector, we are dependent on energy for 
abstracting, treating and supplying water. Different part of our supply chain are also energy 
dependent – for example, to manufacture the chemical we use in our treatment processes. The 
expiry of energy contracts within the sector and its supply chain over the next few years could see a 
substantial rise in these costs, depending on the operating conditions at the time. There are also 
risks for us and our supply chain around labour costs, given the obligation we have to support our 
people during the current cost of living crisis. 
 
On the whole, we believe there is a high potential for events currently escalating in the wider 
economy to seriously impact the water sector. In addition, we believe that while there remains 
considerable uncertainty in this, it would be prudent for Ofwat and the sector to build contingency 
in the PR24 business planning process to allow for this. 
 
I would be happy to discuss any of these points in more detail if that would be helpful. 
 
Yours sincerely 
 
 
 
 
Andy Willicott 
Managing Director, South Staffordshire Water PLC 




