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bill swings and allow for the much simpler process in which we carry out the diversion for HS2 and 

recover the costs directly from them.  

 

We consider Ofwat could make a further improvement to the licence in the area of charges.  We 

suggest that Licence Condition B should contain a list of what items are specifically included in the 

price control rather than a list of what is excluded.  This would give more certainty to companies and 

customers about what charges are included in the price control.  The current approach of having all 

charges subject to the price control unless explicitly excluded means that if an unexpected source of 

cost and revenue arrives a company has to pay the revenue it recovers to the generality of 

customers.  The company still incurs the cost but with no revenue to cover it.  This has happened to 

Severn Trent in the 2020-25 period with a large unexpected industrial site requiring connection to 

our network.  The lack of funding for unexpected services creates an incentive for companies to 

minimise the scope of the work or delay the work to the next price control, creating distortions for 

the customer requesting the service.  These effects could be avoided by changing Licence 

Condition B so that it contains a list of what items are specifically included in the price control rather 

than a list of what is excluded. 

 

Yours sincerely, 

                                                          

  

Director of Strategy and Regulation 

Severn Trent Water 

 

 
 




