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Dear Ofwat, 
 
Portsmouth Water response to consultation on charging innovation to support 
affordability. 
 
Thank you for the opportunity to respond to the consultation on charging innovation to support 
affordability. We can confirm that we support the proposed changes and provide responses to 
your questions below. 
 
 
Q1: Do you agree that companies should be looking at how they can introduce charging 
innovation to support affordability, as well as supporting environmental goals? 
 
We agree that there is scope for charging innovation to increase charges for high usage. This 
could contribute to reducing discretionary water use while reducing charges for essential 
purposes. The key issue in setting such charges is how to avoid imposing high bills on large 
families who may have relatively high essential water use. This is discussed further in the table 
below. 
 

Type of 
charge Issues 

Rising block 
tariffs 

These tariffs have the potential to give lower bills for essential use, while 
increasing bills for discretionary use.  
 
The principal difficulty is that if the volume at which the lower rate is 
charged is high enough to avoid affecting essential use of large families, 
then there may be relatively few customers paying for any of their water 
at the higher rate. Therefore, it would have limited benefit in terms of bill 
affordability or managing demand.  



Type of 
charge Issues 

This issue could be addressed by collecting information on household 
size, and varying the size of the lower rate block with household size. 
However, keeping track of household size for all customers would be a 
significant administrative task. 

Premium 
charges 

Premium charges at times of water stress could contribute to managing 
demand when supplies are short. In addition, it would probably lead to, on 
average, higher charges for discretionary use and lower charges for 
essential use. It would, therefore, give some help to those struggling to 
pay for essential water use. 
 
It would, however, give less stability and predictability to bills and could, 
therefore, increase affordability problems. 

Time-of-use 
charges 

Seasonal charges could be effective in setting higher charges for 
discretionary use, which tends to be higher in summer, and therefore 
lower charges for essential use. 
 
They do, however, require meter reading at least monthly, so are 
dependent on progress in installing smart meters or other meters which 
can be read regularly. 
 
Effective seasonal charges are likely to be relatively simple and 
predictable, so that customers know when they will benefit from reducing 
water use. This is supported by the findings from the energy sector 
referred to in the consultation. 

Two-part 
charges with 
rebates 

Providing rebates for reducing water use could contribute to affordability if 
such schemes can be effectively targeted. 

 
 
Despite the issues raised above, we agree that further trials are worthwhile to establish the 
potential benefits. It is likely, however, that greater gains can be made from providing more 
information about reducing water use and on what help is available for customers. Therefore, we 
support further trials and sharing of information on effective approaches in these areas. 
 
Smart metering has an important role to play in charging innovation, affordability, and providing 
more information about reducing water use. More frequent, automated, meter readings will help 
mitigate against issues raised above such as stability and predictability of bills. Dashboards and 
other display medium would provide information on usage to customers that can help to change 
usage habits that will, in turn, reduce water and energy bills. 
 
As we move into a period of financial uncertainty for many customers, with rising energy tariffs 
combined with rising costs for food and accommodation, we expect increased engagement in 
energy smart metering. We should look to build upon this through smart meter tariff innovation 
trials. 
 

  






