Call for Evidence: Email and
Postal Response Template

Independent Commission on the Water
Sector Regulatory System

27 February 2025

Whilst we accept call for evidence responses via e-mail and post we strongly
encourage respondents to use the Citizen Space Platform.

If you are going to send an email response, please either fill out this word
document or copy and paste directly into the email to fill out before sending
it to us.



Section 1: About You

Introduction

Questions 1-9 cover information that will be used for data management and
processing. For further information about how personal and identifiable
information will be used as part of this call for evidence, please see the
programme privacy notice.

Confidentiality

The Independent Water Commission may publish the content of your
response to this Call for Evidence in its interim and final reports. These reports
will be publicly available, but your name and private contact details (e.g. email
address) will not be included.

If there is any part of your response that you do not want to be published,
please select ‘Yes' below and specify which information should remain
confidential along with your reasons.

Questions

Q1. Would you like your response to be confidential? (required)
[IYes
X[CINo

Q2. If you answered yes, which information would you like to keep
confidential and why? (optional)
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[INo
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jo.osborn@waterwise.org.uk

[JAs a representative of a water company

LIAs a representative of a regulator or enforcement body
OAs a consultant/industry expert

LJAs an academic or researcher

[JAs a business or organisation

[JAs a local authority

X [JAs an NGO or other non-profit public interest group
[JAs a member of the public with an interest

L1As a public representative (for example, Councillor, MP, etc.)
LJAs an investor

LJAs a farmer or land manager

L1Other



Waterwise - the independent UK voice for water efficiency

X CJEngland

LWales

[IScotland

LINorthern Ireland

[JOutside the UK, within the EU
[JOutside the UK, outside of the EU

Check all that apply
X LJEngland
X COwales
X [JScotland
X [ONorthern Ireland
[JOutside the UK, within the EU
[JOutside the UK, outside of the EU
[INot applicable



Section 2: Questions on Chapter 2 -
Overarching Framework for the
Management of Water

Introduction

We have one water system that is facing many pressures, competing
demands and low levels of public trust. It requires integrated planning and
coordination between different groups, and clear strategic direction from
government on priorities and trade-offs.

The following questions seek views across the following five areas:

e Whether there is a need for further strategic direction to improve water
planning, funding and implementation.

e Whether the geographical scales for planning and delivery in the water
system are appropriate and provide sufficient accountability, including
through democratic structures.

e Whether there should be an integrated water management framework
to improve the management of the water system across sectors and
outcomes.

e Whether the current environmental objectives and planning
frameworks reflect the right outcomes and incentivise the action
needed to deliver them.

e Whether the current water industry planning frameworks are effectively
producing the desired outcomes, or whether changes could enable
better planning in aid of delivery, at both a water industry, regulator and
government level.



Water system outcomes

Understanding what society wants from the water system will help to inform
the objectives that are pursued in future. As there are limited resources
available across the water system, it is also important to understand how
these objectives should be prioritised, and how trade-offs should be made
between them.

We have not included the core objectives of the water industry to provide a
reliable supply of clean drinking water, and provide management and
removal of sewage and wastewater, as we have assumed these are
important. We would like your views on what further outcomes are most
important to you.

Please choose your highest priority (in addition to reliable supply of clean
drinking water and management and removal of sewerage and
wastewater) from the list below.

OImproved water environment (e.g. healthy habitats for aquatic plants
and animals)

[JResilient and reliable supply of water for businesses

[LIWater bodies being safe for swimming and other recreational uses (e.g.
kayaking, paddleboarding)

LIWider public health outcomes (e.g. limiting anti-microbial resistance)
LIA water system which contributes to net zero

[IResilience to climate change

[JReduced flood risk

LILimiting increases to water bills

[JAesthetic qualities of water bodies (e.g. no litter or visible sewage
residues)

[JRecreational access to ‘blue’ (water body) spaces



CINone
OODon't know

[XOther (please specify)
If you selected other, please specify below:

Prioritising in this way is difficult as so many of these are interconnected. For
us the top priority is ensuring there is enough water available for people and
the planet - it impacts on society, the economy and the environment.

We want to note here that it is very difficult to prioritise these issues. The
water system needs to be considered holistically. Reducing demand for water
for example can have an important role across many of these areas (see UK
Water Efficiency Strategy to 2030 page 9-14). It is important the commission
avoids siloing water issues. We need to go for all these goals and not accept
the language of trade-offs. We would have also selected here the improved
water environment, and a water system that contributes to net zero. But a
holistic approach would enable many of these listed outcomes to be realised.

[ITo a great extent

[To some extent

CONot at all
ODon't know



https://waterwise.org.uk/about-us/#section-3
https://waterwise.org.uk/about-us/#section-3

Please choose your second highest priority (in addition to reliable supply of
clean drinking water and management and removal of sewerage and
wastewater) from the list below.

Llmproved water environment (e.g. healthy habitats for aquatic plants
and animals)

[JResilient and reliable supply of water for businesses

LIWater bodies being safe for swimming and other recreational uses (e.g.
kayaking, paddleboarding)

LIWider public health outcomes (e.g. limiting anti-microbial resistance)
LIA water system which contributes to net zero

[IX Resilience to climate change

[JReduced flood risk

LILimiting increases to water bills

[1Aesthetic qualities of water bodies (e.g. no litter or visible sewage
residues)

[1Recreational access to ‘blue’ (water body) spaces
[LINone
JDon't know

X Other (please specify)
If you selected other, please specify below

See question 10

[ITo a great extent
[] To some extent
[OX Very little
[INot at all
L1Don't know



Please choose your third highest priority (in addition to reliable supply of
clean drinking water and management and removal of sewerage and
wastewater) from the list below.

Llmproved water environment (e.g. healthy habitats for aquatic plants
and animals)

[JResilient and reliable supply of water for businesses

LIWater bodies being safe for swimming and other recreational uses (e.g.
kayaking, paddleboarding)

CLIWider public health outcomes (e.g. limiting anti-microbial resistance)
LIA water system which contributes to net zero

[1Resilience to climate change

[JReduced flood risk

LILimiting increases to water bills

[1Aesthetic qualities of water bodies (e.g. no litter or visible sewage
residues)

[IRecreational access to ‘blue’ (water body) spaces
[INone
Don't know

[J X Other (please specify)
If you selected other, please specify below

[note - will see if allows us to tick more than one]

See question 10

(<]



[ITo a great extent
[1To some extent
[ X Very little
[INot at all
[1Don't know
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Management of water

The Commission has heard while there have been efforts by the UK and
Welsh governments to create plans and strategies with a long-term, holistic
view of water planning and management, these appear to have limitations.
These plans and strategies do not appear to communicate a holistic view of
the outcomes society wants and expects from the water system. The
Commission is interested to know what is and isn't working well in the
strategic management of the water system, and how it could be improved.

The range of sectors that depend and impact on the water system, like local
and regional governments, transport organisations, landowners, farmers,
businesses, water companies, regulators, and others, do not seem to be
consistently coming together to make decisions. While water planning and
decision-making occurs at local, regional, and national levels, the Commission
has heard that there is a lack of coordination, funding, and accountability at
local and regional levels which makes it difficult to realise objectives. The
Commission is considering where responsibilities for managing the water
system should sit, and which authorities should lead on this management.

Q12. Who do you believe should be responsible for making decisions
about what outcomes to prioritise from the water system?

When thinking about who should be responsible, you may want to consider
the UK Government (in England) and Welsh Government (in Wales), local

authorities, mayors, independent regulators (including the existing
regulators, and/or new ones), water companies, and others.

This is not intended to be an exhaustive list. Apart from the above, please
think about other bodies you consider to be relevant.

The UK Water Efficiency Strategy to 2030 -
https://waterwise.org.uk/about-us/#section-3 has a first objective that All UK
Governments and regulators show clear, visible leadership for water
efficiency and reflect this in their policy and regulatory frameworks. With this
in mind our view is that across the water system there is a need for greater
leadership and an increased role and accountability from elected
Governments and regulators at a national, regional and local level. It is
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however imperative that governments and regulators engage closely with
experts across organisations including e-NGOs, catchment groups and water
resources groups as well as water companies and regional and local
government. It is important water management is joined up and we must be
careful about prioritising one outcome that could be to the detriment of
others.

We support Blueprint for Water’s position that the strategic direction and
oversight from Government must then be implemented through an
Integrated Water Management approach, ensuring that decision-making is
aligned throughout the system to deliver more effective outcomes, and that
national targets can be effectively translated into local objectives.

Please also see our responses to questions 20 and 21.

When thinking about roles and responsibilities for water management, you
may want to consider setting targets, engagement with customers and the
public, planning, decisions on funding, delivery, monitoring, enforcement and
managing trade-offs with other sectors.

[INo changes are needed

_IX Changes are needed

CODon't know

If you selected changes are needed, please explain below. Consider how you
believe roles and responsibilities should be better organised across local,
regional, and national levels, including who you believe should be the lead
authority at each level and why.

The current system has, while providing a measure of safeguarding and
protection, arguably failed to deliver the high-quality and resilient water
environment that many would expect it to. This is supported by the findings
of the National Audit Office, in its report published on 23rd April 2025. Even
without present limitations such as under-resourced regulators, we can



surmise that the current approach to water management will only take us so
far, with the Commission itself identifying issues such as an over-reliance on
the water industry to fund solutions, and an absence of mechanisms
equivalent to the Price Review process to ensure that other sectors deliver
investment.

As such, changes to roles and responsibilities to deliver holistic water
management need to start from the Government - nothing happens without
water and therefore we need an integrated approach recognising that all
national policies and targets impact on water availability. A streamlining of
regulators and their roles and activities will lead to a more efficient approach
to water planning. We need plans for water to not be siloed with a “water
companies can fix this” mentality. From a water efficiency point of view the
UK Water Efficiency Strategy highlights on page 8 just how wide ranging the
need for action is across society - as our Waterwise vision states water should
be “used wisely, every day, everywhere, by everyone”. There needs to be
greater democratic accountability at a national, regional and local level, with a
recognition that different regions will have different needs and challenges.
There should be transparent processes in place to ensure progress can be
tracked and understood (see question 34 and the performance hub
recommendation).

[INo changes are needed

[OxGovernment providing clearer national strategic direction and
targets on water

[JxA national scale systems planning authority*
[JA regional or catchment scale systems planning authority*

[IxStreamlining or aligning existing water plans and planning
processes across the water system

[lIncreasing the status of water plans to influence other sectors (e.g.
farmers, businesses, planning and development)
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[IStreamlining or aligning water management planning and other
plans such as flood risk plans, local nature recovery strategies, and local
plans for development

COxAligning water management with democratic structures**
[1Pooling together existing funding streams at a spatial level**

[OxChanges to how regulators regulate sectors involved in the water
system (e.g. through monitoring, advice, enforcement, etc.)

Don't know
[IOther (please specify)

* Where options refer to a ‘systems planning authority’, this refers to an
authority which could act as a central planning authority, deciding on the
best actions for the water system.

**Aligning water management with democratic structures’ would involve
providing local or regional governments with responsibility for managing the
water system in their area of responsibility.

***pooling funding at a spatial level’ would involve bringing together
sources of funding from different sectors at that spatial level. This could
include funding from the water industry, agricultural and transport sectors,
local or regional governments and others. This could allow funding to be
targeted towards areas in which it would have the greatest overall impact on
the water system, irrespective of which sector it came from.

If you selected other, please specify below

When responding, please think about how money is spent in the water
system now (e.g. money spent separately by different sectors, possible
reliance on water industry investment etc.), and if and how it could be spent
more efficiently in future.

LThere are no key barriers

1

o



[OX Limitations of evidence on costs and benefits (including
co-benefits, such as wider environmental or ecological
outcomes)

[JUnclear targets and objectives

[J Limitations of understanding of the full set of pressures (e.g. which
sector is responsible for a pollution source)

[J x Limitations of alignment of existing funding pots (e.g. water
company investment, agri-environment schemes, government
funding for Catchment Partnerships)

[JThe scale at which actions are developed (e.g. actions are
developed at too large or too small a scale, lack of spatially targeted
actions)

[OPlanning timelines (e.g. timelines misaligned, too long, or too
short)

[JThe monitoring and classification system (e.g. how the quality of
water bodies is assessed)

[IBarriers to partnership schemes (e.g. joint maintenance
agreements, collaboration across sectors)

CODon't know
[O0X Other

If you selected other, please specify below

While there are plenty of targets and objectives including Env Act and various
regulations and price review ODIs, we are concerned that the targets set at
national (including Parliamentary) level are not being met by what is
happening in practice. The non-household water efficiency targets are an
example of this, with final determination funding not achieving the target, and
the lack of awareness by businesses that there even is a target and that they
need to reduce their water use - the onus has been put on water wholesale
companies to achieve the target rather than on the non-houseshold
organisation itself.

Q16. In your opinion, is it more important that regional water system
governance aligns with hydrological or local government boundaries?

15



The Water Environment (Water Framework Directive) (England & Wales)
Regulations 2017 (referred to as the WFD Regulations) provide a framework
for managing the water environment in England and Wales.

Planning under the WFD Regulations currently aligns with hydrological
boundaries, such as river basins or catchments. This reflects the natural flow
of water bodies and their environment but means that there is no existing
democratic structure aligned to these plans to support and enforce their
implementation.

Local government structures (such as district councils, unitary or combined
authorities, and mayoral authorities) have democratic accountability and
are linked into broader planning structures (such as town and country
planning).

The final option, ‘Welsh government boundaries’, is available to those who
live in Wales or have a business of organisation that operate in Wales.

[JHydrological boundaries (e.g. water catchments, river basin
districts)

[JLocal government boundaries (e.g. strategic authority, district
councils, combined authorities, and mayoral authorities)

[IX Don’t know
[I[For Wales Only]: Welsh government boundaries

Reason for our answer:

The review is covering a wide range of water system governance and
therefore the likelihood is this needs to consider variations in approach. For
example water efficiency measures would benefit from local government
boundaries where democratic accountability is needed and communicating
and managing activities would be appropriate via national, regional or local
government structures. However, we recognise that for managing
catchments and water systems hydrological boundaries are important, but
we do need to get the democratic accountability right for this too and this will
require the review to consider how to align the two.
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We want to see the role of water conservation and water efficiency
strengthened in any changes - explicitly ensuring that future water sector
plans, delivery and investment, and government policy, is sufficient to meet
national policy and statutory objectives. This is particularly important for
water efficiency, and is currently not the case.

We do not consider that there is a straight choice to be made between
democratic and hydrological boundaries.

Management of the water environment

In England and in Wales, the Water Framework Directive Regulations (WFD)
currently provide the overarching statutory framework for the water
environment. Other regulatory frameworks, such as the Urban Waste Water
Treatment Regulations 1994 and the Bathing Waters Regulations 2013, also
drive action in the water environment. However, the WFD provides the
overarching target condition for the water environment and the framework
for achieving it.

Under the WFD Regulations, a River Basin Management Plan must be
prepared for each river basin district. The plan includes environmental
objectives and a summary of the programmes of measures required to
achieve those objectives. The current River Basin Management Plans were
published in December 2022.

The WFD requires governments to ‘aim to achieve’ Good Ecological Status
(GES) for all surface water bodies by 2027. There is no published plan in place
for these objectives beyond 2027. While the regulations implementing the
WEFD will not stop applying after 2027, they do not provide for a scenario
beyond 2027. The UK and Welsh governments will need to decide what, if
anything, should follow this objective after 2027.




This could include, for example, strengthening, streamlining or clarifying the
Regulations.
[JNo changes are needed
[JThe targets and objectives (e.g. ‘Good Ecological Status’ water body
objectives, the designation of Artificial and Heavily Modified Water Bodies,
the deadlines for achieving environmental objectives, the scale at which
objectives are set and applied)
[JRiver Basin Management Plans (e.g. spatial coverage, scope, the length
of the planning cycle, the programmes of measures)
[JThe classification system (e.g. chemicals, ecological, groundwaters)
[1The way economic evidence is considered (e.g. cost benefit appraisals of
actions, use of economic analysis to justify exemptions)
[JThe monitoring system (e.g. the evidence base, the use of technology,
data sharing for monitoring, reporting)
x[JGovernance and accountability (e.g. the duties of governments and
organisations)
[JPublic participation and engagement (e.g. through consultations,
delivery and investment planning)
[JDon't know
x[1Other

Q18. If you feel the WFD Regulations would benefit from change, please
expand on where you feel changes are necessary and the reasons why.

The Water Framework Directive (WFD) is vital to the protection and
enhancement of the water environment, particularly given the lack of an apex
water target under the Environment Act - see here. However, only 21% of our
water bodies are likely to meet its requirements by 2027. The success of WFD
in driving improvements for our waters is currently undermined by a lack of
capacity and resources within key bodies such as the Environment Agency.
This is further exacerbated by a lack of clear governance, gaps in monitoring,
and a failure to ensure that measures are sufficiently detailed, specific,
time-bound, and adequately funded - see recent court case here. The 6 year
cycle also does not align well with the 5 year water industry investment cycle.
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We agree with a recent Office of Environmental Protection review of WFED
that stated “We recommend that Government retain the fundamental
underlying structure and approach of the WFD Regulations, while also
consulting on proposals to improve the legal and governance framework to
produce a regime that is stronger and includes mechanisms for better
iImplementation”. We support the recommendations for change that
Blueprint for Water set out in their 2024 Position Paper. In addition we want
to see the role of water conservation and water efficiency strengthened in any
changes - explicitly ensuring that future water sector plans, delivery and
investment, and government policy, is sufficient to meet national policy and
statutory objectives. This is particularly important for water efficiency, and is
currently not the case. We see a mismatch in the focus and funding for water
efficiency, where targets are set at government and statutory level but
investment in action does not align (see question 21) Using less water leaves
more water in the environment to support its ecology and should be more
explicitly considered in the River Basin Management Planning process.

19
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Measuring and assessing the water environment

The WFD Regulations currently drive water body monitoring in England and
Wales. A range of chemical, biological and physical elements of water bodies
are measured, and these measures are combined to classify water bodies.
Their ecological status is classified as high, good, moderate, poor or bad. This
classification is an indication of water body health, which is often used to
report on the state of the water environment. Classification is produced at a
water body scale.

We are interested in your views on whether this measurement framework
provides the right data for informed decision-making on the water
environment and how this data can be collected and collated in a more
cost-effective way.

[INo changes are needed

[JUsing statistical modelling for state of environment reports (reducing
monitoring inputs)

[IReporting on wider outcomes than ecological status (e.g. public
health)

[JUse of citizen science

OData sharing platforms for government and third-party evidence/data

[IExpanding out from the water body level to report on a whole
catchment

OFull or partial integration with wider environmental/water monitoring
[1Don't know
[1Other (please specify)

If you selected other, please specify below
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Strategic direction for the water industry

Q20. What role do you believe the government can play in providing
strategic direction for the water industry?

By ‘strategic direction' we mean, for example: the Strategic Policy Statement
/the Strategic Priorities and Objectives Statement; Government targets (e.g.
in the Environment Act 2021 and the Plan for Water in England only); the
Price Review Forum (Wales only). This is not an exhaustive list.

We think it's really important that the national elected governments of
England and Wales set the strategic direction in the water sector more clearly
and prescriptively than currently. There is a democratic deficit currently and
the Strategic Policy Statements are too arms length. We also see a gap -
water efficiency is an example - between stated government priorities and
legislative commitments and regulated outcomes.

There are examples of the government being more prescriptive in its
expectations of the water sector for example through the Cuaranteed
Standards of Service which sets out specifically what customers should
expect from the water companies and covers things like water pressure and
supply interruptions. This approach should be more widespread and should
cover for example ensuring that the sum total of water company plans and
government policy will match the water efficiency requirements set out in the
statutory demand target for England (nor the expectations on water
efficiency set by government and the Environment Agency to fill the 5 billion
litres daily gap between supply and demand to 2050 - they don't currently,
which is proof that the current system isn't delivering the outcomes
government has set out as required.

One of the Commission’s main goals is for people to get more of what they
want to see, from the water sector, and from their bills, and indeed water is
essential to human life, all sectors of the economy, growth, public health, the
environment, transport, education, etc, and we have a clear forecast gap
between supply and demand (5 billion litres a day by 2050 in England, which

21


https://www.ofwat.gov.uk/households/supply-and-standards/standards-of-service/
https://www.ofwat.gov.uk/households/supply-and-standards/standards-of-service/

is a third of what goes daily into public supply currently). Nothing happens
without water, and we are running out, and this is certainly a priority and role
for national governments - but not currently reflected at sufficient scale on
what flows from the current planning and regulatory systems influencing
water company plans and investment.

In Wales, specific public bodies must meet the Wellbeing Goals, and thisis a
useful model (and would be for England too), but for some reason Ofwat is
not listed as subject to this.

Water efficiency is one great example. We have elected governments at
national, regional and local levels in both England and Wales, and certainly
both national governments have set water efficiency as a key priority, with key
policies underpinning it, and a statutory demand target, but they have no
power to insist that water companies invest a much higher proportion of their
spend in it. Furthermore, the non-household water efficiency commitments
set out in the final determinations for 2025 - 2030 will not meet the 9% [by
2037/38] statutory target. Despite water companies spending more than ever
before on water efficiency (£358m), and water efficiency being the most
cost-effective way to deliver a litre of water, this is small compared to
investment in leakage (£678m) and supply-side measures (£5bn) (figures
taken from Ofwat summary of PR24 pl6-18). One company operating in a
seriously water-stressed region, only had 21% of their ask for water efficiency
agreed by Ofwat in the final determinations. This feels short-sighted and
unambitious in the context of the scale of economic and housebuilding
growth the UK government has set out for England over the next 5 years -
and water efficiency is key during that period, because supply-side schemes
will take longer than that to come on stream. This feels like it should have
more government control.

It is also the case that water companies and regulators do not look like the
people they serve - whether governments do or not is up for discussion, and
out of scope of the Commission, but they are elected, and this route should
enable greater say for customers over their water services. We are not here
entering into a debate about what privatisation and independent economic
regulation has delivered, nor are we suggesting removing the role of
regulators - we endorse the role of regulators as important for safeguarding
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the environment and human health, as well as affordability. We are however
responding to the Commission’s and Sir Jon Cunliffe's clear statements that
everyone agrees the current system isn't working, and asking for a greater
democratic mandate, with less outsourced to unelected bodies. Wherever the
Commission lands on accountability and authority, we believe more of this
than currently should sit with elected governments - national/regional/local.

The National Infrastructure Commission has set out several times that there is
insufficient consideration of water scarcity (see here and here) - and its
importance to resilience - in infrastructure planning. We agree with this and it
is another example of the democratic deficit - requlated outcomes not
meeting government aims (though we recognise that there is also a role for
government in the current framework, for example in setting water
companies as statutory consultees for all major infrastructure projects and all
housing growth - ensuring there are defined questions and their role is clear).

One final point on this, we agree with our colleagues in the Blueprint for
Water eNGO coalition, that all objectives of the Commission should be met,
and that the language of trade-offs between them is outdated, inappropriate
and insufficiently ambitious, given the scale of the prize (or the loss) to the
environment, society and the economy of not getting this right.

Q21: What changes, if any, should be made to how the government
provides strategic direction for the water industry?

[INo changes are needed
x[JChanges are needed
[1Don't know

If you selected that changes are needed, please describe what changes you
feel are needed and why.

Please see our response to question 20 above which in part answers this one
too.

In addition, we believe that the government should:
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Ensure they take a much more active approach in setting out their
expectations. The development of the National Water Resources
Framework by the environmental regulator, which takes a longer term
and collaborative approach to looking at future needs, has been crucial
in setting expectations and agreeing minimum planning standards for
water supply infrastructure which have fed through into the Price
Review process and triggered the increase in enhancement spend on
key areas like smart water metering and new reservoirs. A vacuum was
filled (see Question 32 for more) - this is how the 5 billion litres daily gap
between supply and demand in England to 2050 was quantified.

Require that the statutory demand target for water efficiency is used to
underpin a Water Availability Impact Assessment for all new
government policy and legislation, before this can reach the threshold
for a Cabinet write-round for approval - and that what this Impact
Assessment says is reflected in the recommendation seeking approval
Intervene in the non-household water market to fix issues which MOSL,
the Retailer Wholesaler Group and MOSL's Strategic Panel have
identified and which are inhibiting greater water efficiency. This market
is currently not on track to meet even the baseline target of 9%
reduction in water efficiency set out in the Environment Act. Examples
of activity could include:

o the removal of bulk tariffs and exploring rising block/seasonal
tariffs enabled by smart metering.

o piloting a retailer-neutral water saving incentive scheme to
support the installation by non-household organisations of water
saving products
Government grant/schemes for water saving investment

o review funding mechanisms to enable retailers to access funding
for water efficiency services (as wholesale companies do via the
AMP process).

Ensure that all critical national infrastructure decisions formally factor in
water availability

Make water companies a statutory consultee on all new developments
Disrupt the current regulatory hierarchy where the final determination
plays a more powerful role in the sector than other regulatory and
legislative aspects
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Fund regulators sufficiently to enable greater enforcement of
regulatory and legislative drivers

Require water companies and water regulators to measure the diversity
of their Boards and senior leadership teams against all protected
characteristics, compare this with national population proportions, and
use these to set time-limited targets and action plans to achieve them,
ensuring that the water sector begins to look at senior level more like
the people it serves

Require water company and water regulatory Boards to include
customers as full members (paying them appropriately for their time) -
we are not proposing a specific model for this, as we would defer to
CCW for their knowledge on the best approach

Require that all new homes and commercial buildings have much
more ambitious water efficiency standards. The Future Homes Hub
recently proposed the following housing standards in the Water Ready

roadmap.

2025 <o 2030 - cceeeeeenrreen 2035

105 LPPPD 100 LPPPD 90 LPPPD

achieved through fittings approach achieved through fittings approach achieved through fittings approach

100 LPPPD and innovation and further innovation

in water stressed areas 90 LPPPD 80 LPPPD

90 LPPPD in water stressed areas in water stressed areas

in seriously water stressed areas to To be determined in seriously water To be determined in seriously water

enable sustainable growth stressed areas to enable sustainable stressed areas to enable sustainable
growth growth

We believe that we should be more ambitious. In the UK Water
Efficiency Strategy objective 6 is that all new developments are much
more water-efficient and are water neutral in areas with current or
future water availability challenges. North Sussex and Cambridge are
already going for 80-85 lppd. We encourage the Commission to be
ambitious. Water consumption per person has doubled in the last 60
years, and at some point it will need to be halved again, given the three
pressures of rising population, rising personal water use, and reduced
availability of water due to the climate emergency

Update the Energy Performance Certificate to include water efficiency
Require very high water using businesses to_report on their efforts to
reduce water use

Require all buildings to be fitted with |leak detection

Deliver the water efficiency label for water-using products in 2025
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e Support the planned roll out of smart meters setting minimum
expectations for the information that customers (HH and NHH) will
receive - see CCW report here.

Q22. Do you believe there are barriers to effective long-term water
industry planning? If so, what factors do you believe are preventing
effective long-term water industry planning? (Please select all that apply)

We are interested in understanding the factors that limit effective planning
within the water industry to meet its duties and deliver its functions both
now and in the future.

When thinking about planning, please consider price review business
planning, drainage and wastewater management plans, water resources
management plans and planning as part of the water industry national
environment programme (in England) or National Environment Programme
(in Wales).

[JThere are no barriers to effective long-term planning

x[JLimited clear guidance from UK and Welsh Governments on
priorities and how to manage trade-offs.

[JLimited timebound, specific and measurable targets (e.g. for water
outcomes such as water quality and water supply, or wider outcomes such
as net zero, nature-based solutions, circular economy).

[OxRegulators are not adequately supporting effective planning (e.g.
through guidance, scrutiny)

[OxUnclear what duties and functions other stakeholders (e.g. local
authorities) are expected to deliver to contribute to plans.

CxIssues with data and assumptions (e.g. inconsistent or inadequate
scenarios and assumptions across plans, data on asset performance
not adequately collected).

x[JEngagement with customers and environmental or local groups
(e.g. too much engagement, too little, engagement is not meaningful,
engagement is not local)

x[JRegulatory requirements don’t support sufficient long-term
certainty or respond well to emerging issues/policy changes
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x[JPlans don't interact well together (e.g. duplication,
decisions/timelines/asks conflict, and/or decisions aren’t sequenced in
the right order across plans).

1Don't know

[OX Other - please specify below
If you selected other, please specify below

There are many plans across the water sector, regulated by many different
bodies, leading to a natural hierarchy - in the case of the water sector in
England and Wales, Ofwat's assessments and decisions take priority over
others. We think lessons can be learned from the approach of RAPID and the
National Water Resources Framework which brings regulators together to
agree on an approach and lead to action.

Despite the new requirement for long-term statements, the short 5 year
investment cycles and the political focus on the short term and on bills over
long term investment, make it challenging for water companies to justify
investment in asset health and resilience.

Also we see these plans focused on the water sector, but water resource plans
and water resource availability should have sufficient weight in the decision of
other government departments, like energy and housing. We need water
availability to play a bigger part in decisions about where to site new water
hungry development like data centres or hydrogen energy facilities.

In addition, the price review does take up a truly massive amount of time on
both sides of the water sector (companies and Ofwat), and we share the view
of many others that this could be streamlined without losing the impact on
outcomes. Perhaps a closing of the democratic gap we set out in our answer
to question 20 could help here - with a greater and more prescriptive role for
national, regional and local elected government. We have not answered the
guestions on investment but also note here that the breakdown of the
current financial models in parts of the sector has also driven time, energy
and finance away from issues that are key to society, the economy and the
environment in England and Wales, such as water efficiency. A greater role for
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elected governments could also avoid the significant uncertainty in the sector
caused by water companies feeling they need to take Ofwat's final
determination to the Competition and Markets Authority - a record number
this year.

We do not have specific views on how this might be fixed, lessons should be
learned from the approach by RAPID bringing regulators together and
CIWEM's Fresh Water Future to look at how we can take an Integrated Water
Management approach to our planning.

We support the role for Ministers in signing off Water Resource Management
Plans and suggest this could be used as a model for other aspects of the
sector, for example financial resilience, and potentially even expectations on
the proportion of investment to be spent on particular issues which are key to
political priorities. We are not prescribing a particular approach here but we
do need change in this sense - which for water efficiency is really needed. The
approach will need to build in safeguards and reflect risks that spend could
be driven by political ideology rather than long-term need.

Section 3: Questions on Chapter 3 -
The Regulators

Introduction
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The water industry is responsible for providing clean drinking water and
collecting and treating wastewater. This ensures the protection of public
health and the environment. The regulatory model is designed to oversee
water companies to ensure they deliver statutory requirements and
government policies and targets. The regulatory model is made up of
organisations including:

e The Environment Agency (EA) in England and Natural Resources Wales
(NRW) in Wales - the principal environmental regulators

e The Drinking Water Inspectorate - the drinking water regulator who
ensures the quality and sufficiency of public drinking water supplies

e \Water Services Regulation Authority (Ofwat) — primarily the economic
regulator who ensures consumer interests are protected, and that
water companies properly carry out their statutory functions and are
financed to do so.

The current regulatory model has evolved over time driven by changing
public expectations in relation to the environment and concerns about the
performance of water companies.

The commission is seeking views on potential changes to the overarching
regulatory model. This includes but is not limited to:

e Whether it is necessary to review the respective statutory duties and
responsibilities of regulators

e Whether government guidance to the regulators should be
strengthened

e Whether new or expanded regulatory coordination mechanisms could
be introduced

e Whether it is necessary to review the capability and funding
arrangements and of the regulators

e Any views on options around merging regulators or establishing new
authorities

Q24: How would you rate the performance of the water regulatory
framework?

[OPerforming very well

[IPerforming well
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[IPerforming averagely
[OX Performing poorly
LPerforming very poorly

ODon't know

[1To a great extent
x[JTo some extent
CVery little

[INot at all

[1Don't know

Please answer and explain below, providing supporting examples or evidence,
where possible

Please also see our answer to question 22.

Regulators are underfunded and under-resourced, and suffer from a lack of
strategic direction fromm Government on key issues, which leads to short-term
and sometimes contradictory decision making. There is a lack of cross
departmental working on water issues across Government eg Treasury, Defra,
MHCLG, Energy Security Net Zero, etc. The current approach of siloed,
process-led regulation is not sufficient to drive the ambitious, holistic action
that is required to restore nature; and ensure a resilient water environment for
the future. The current regulatory framework is therefore not delivering
positive outcomes for waterbodies, or the wildlife and water users they
sustain.



Government must establish a clearer regulatory framework, setting out the
long-term vision for regulated sectors and how this will contribute towards
the achievement of environmental targets and outcomes. This must look
across sectors, beyond just the water industry. All government departments
should be considering water in their plans and decision making - nothing
happens without water.

This should steer towards a more outcomes-focused approach to regulation,
whereby the most efficient and cost-effective solutions can be implemented
not only to achieve water environment goals but also Government's wider
aspirations for nature and society. For example, through enabling more
cross-sectoral work at catchment scales or finding ways to ensure action on
energy saving goes hand in hand with water saving. This must be supported
by improved monitoring of all waterbodies and pressures, and more
consistent regulation and enforcement across sectors to ensure all
stakeholders are playing their part. For example, to ensure house builders are
truly building sustainable water efficient homes fit for the future.

We support Blueprint for Water's call for the Government to impose a strong
nature and climate duty on all regulators whose regulated sectors impact the
water environment, requiring regulators to contribute to the delivery of the
Environment Act 2021 and Climate Change Act 2008. The Water (Special
Measures) Act 2025 made a positive step in requiring Ofwat to ‘have regard to
the need to contribute towards achieving compliance ... with the relevant
environmental target duties’, under the Climate Change Act 2008 and the
Environment Act 2021. This must be strengthened and extended to further
regulatory bodies, to ensure that regulators have clear direction and are
empowered to take a robust approach to enforcing environmental
obligations. The duty will help ensure that nature’s recovery is at the heart of
decision-making processes, and that investment decisions are made with
regard to delivery of the best environmental outcomes, unlocking more
low-carbon, multi-benefit infrastructure - including water efficiency which has
such an impact on water and energy. While making this point we do however
recognise that care is needed to not just piecemeal add duties to the
regulators, as this is something that has led to much of the current
challenges as various new duties have been added - we would therefore
recommend that the review considers how a new Water Bill could enable
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opportunity to streamline and make the duties of water regulators clear and
with environmental and social purpose at their heart.

Effective regulation of the water industry is also being undermined by critical
funding, resource and capacity gaps. Changes to the regulatory framework
will have limited impact in terms of outcomes for the water environment and
for customers unless these gaps are addressed.

Q27: To what extent do you think the water industry regulators have the
capacity, capabilities and skills required to effectively perform their roles?

Please provide information to support your views on the capacity and
capability of regulators, including, where possible, supporting evidence and
examples (max 500 words)

We support Blueprint for Water's analysis that the regulators do not have the
capacity and capabilities to perform their role effectively - analysis shows for
example that the EA’'s budget has been cut by over 50% in the past decade.

Recent increases in staffing levels and regulatory activity are welcome, but it
is not clear that these levels will be maintained. The Government must
address the significant funding and capacity gaps that are still constraining
regulators, and preventing them from maintaining robust and
comprehensive advisory, monitoring and enforcement regimes. Funding
provision must also be sufficient such that regulators can hire and retain staff
with the necessary expertise to fulfil their duties — for example, environmental
expertise is not currently well-represented across all levels in Ofwat, including
at Board level.

We need the regulatory process, plans and duties to be streamlined - as well
as the regulators themselves, both for clarity of purpose and delivery and for
economies of scale, to tackle the under-resourcing and enforcement issues in
regulators. A key issue is the challenges that are here/increasing with climate
change and the inflexibility of the system to shift quickly (the challenges of
how quickly water demand changed during Covid/heatwaves and the
inability to swiftly introduce temporary use bans when needed is a looking
glass into the future) means we need legislation to change.
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Section 4: Questions on Chapter 4 -
Economic regulation

Introduction

The provision of water and wastewater services is, in the main, a natural
regional monopoly, in which the scope for competition is very constrained.
Economic regulation is in place to prevent any abuse of monopoly powers,
such as high costs and poor service, and to incentivise the investment the
water system requires.

Ofwat’s Price Review process is intended to substitute for competition in the
water sector. This is composed of 3 key building blocks: setting base and
enhancement cost allowances for the amount water companies may spend,
setting the Weighted Average Cost of Capital (WACC); and setting additional
performance incentives e.g. Outcome Delivery Incentives (ODIs) and Price
Control Deliverables (PCDs).

The following questions explore how effective Ofwat's economic regulatory
measures are and what changes could be made to enhance their
effectiveness in delivering core outcomes for the supply of drinking water and
mManaging wastewater, as well as broader environmental, public health and
economic growth outcomes.

When answering these questions, please provide supporting examples or
evidence, where possible.

[1To a great extent
[1To some extent
[IxVery little

ONot at all
ODon't know
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[Please note that we are talking specifically about water efficiency here
and the mismatch in funding and action compared to the stated need]

Q29. How do you think the Price Review process should balance the need
to keep customer bills low with the need for infrastructure resilience?
(Infrastructure resilience is the ability of an organisation’s infrastructure, and
the skills to run that infrastructure, to avoid, cope with, and recover from
disruption in its performance)

Please answer and explain below, providing supporting examples or
evidence, where possible

We believe keeping bills low as an end in itself is counter productive. Bills
should reflect the cost of the requirements of investment in resilience,
including water efficiency and smart meters. For example, the cost of not
investing in water resilience now has been quantified by the National
Infrastructure Commission as between a £0.5bn and £1bn cost to the national
economy per year over the next decade - five times the cost of investing
upfront. Keeping bills artificially low loads bills into future customers and
damages the environment.

As an NGO with Equity, Diversity and Inclusion at the heart of our approach,
we believe that the way to ensure bills are affordable is to

1. Consider first the needs of investment for current and future society,
economy (including growth) and the environment

2. Include greater involvement of elected governments (national, regional,
local) and of customers in water sector decision-making - on both the
water company and regulatory sides. In terms of customers, this
includes not only arms length customer groups and bodies but
specifically having customers as full members of regulatory and water
company Boards

3. Use the above to ensure the affordability challenges for specific groups
is covered

4. Use1and 2, in combination with a national social tariff, and an
associated fund contributed to by all water companies (as with the
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Innovation Fund and the Water Efficiency Fund), to ensure that no
customer is paying more than they can afford to

Setting an artificial cap on necessary investment by setting an artificial cap on
affordability does no favours to customers, the economy or the environment.

Finally of course water efficiency has an important role here as in helping to
reduce the amount of water used, it helps not only reduce water bills, but also
help save money on energy bills too (see UK Water Efficiency Strategy pl3) -
the cheapest water is the water not used/wasted as a society.

Q30. What, if any, changes could be made to the Price Review process to
better enable the water industry to deliver positive outcomes?

Please answer and explain below, providing supporting examples or
evidence, where possible

1.

2.

3.

Elected governments - national, regional, local - should set the desired
outcomes for the next 5 years more specifically than is done now
through the Strategic Policy Statements, and there should be
streamlining of the regulators/regulatory process to ensure delivery of
the plans.

The price review should be combined more closely with the other
regulatory processes for the water sector - streamlining plans and
ensuring the timing of activities align to avoid duplicated efforts and
wasted resources The plan should ensure any additional societal
aspects that might need to be considered eg actively contributing to
social justice and not just not not reinforcing social injustice), covering
bills, water resources, environment, drinking water quality, drainage, etc
are included.

As set out in our response to question 29, we believe keeping bills low as
an end in itself is counter productive. Bills should reflect the cost of the
requirements of investment in resilience, including water efficiency and
smart meters, and then mechanisms should be designed to ensure
that specific customers and groups of customers who will struggle with
their affordability are supported. The approach above will tackle the
hierarchy of bills.
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4. We consider that the new streamlined regulatory plan and approach,
with desired outcomes set by elected governments - set out in1to 3
above - should also consider how it transparently reports on progress so
that stakeholders can have clear visibility and accountability is upheld.

Financial resilience should be considered separately to the price review or
whatever replaces it, with a stronger role for government.

We consider the above would help deliver the much higher proportion of
water efficiency that society, the economy and the environment need -
already quantified by the Environment Agency as a 5 billion daily gap by 2050,
with water efficiency being expected to make up the outcomes. The current
hierarchy of regulators and plans, and misaligned timeframes, and
prioritisation of bills, does not reflect the best deal for society - nor the
statutory demand target for England.

Water re-use and rainwater harvesting if implemented more ambitiously will
be able to support economic and housing growth and net zero objectives.
This should have a particular focus in water company plans for the future.

Q31. What, if any, changes could be made to the Price Review process on
assessing and setting base expenditure to effectively support
infrastructure maintenance?

Please answer and explain below, providing supporting examples or
evidence, where possible

There is an overreliance in setting base expenditure levels on central
econometric models coupled with a lack of visibility on actual asset health;
there is also a lack of minimum standards for asset health and limited
oversight from the water regulators. This combination of factors has
contributed to the gradual deterioration of service levels as a result in
inadequate asset maintenance; to environmental harm and to a reduction in
public trust that companies can get the basis right. An example is the failure
of aging sewerage assets that are not fit to meet current needs let alone
those of the future. Another example is the lack of resilience and repeated
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failure of water supply pipes during cold weather, dry weather, hot weather
etc.

In future the water regulator needs to take a much more active role in setting
minimum asset health standards. The sector needs to maintain and share
with the regulator asset health registers containing detailed asset health
information (as is the case with flood defence assets). Where needed, the
regulator should be able to support the water undertaker in securing
additional funding as part of the price review process in order to maintain
asset health resilience above a minimum standard.

Q32. What, if any, changes could be made to the Price Review process on
assessing and setting enhancement expenditure to effectively support
infrastructure improvements?

Please answer and explain below, providing supporting examples or
evidence, where possible

This Price Review for 2025-2030 has seen a step change in the level of
enhancement spend being allowed by the economic regulator. This is long
overdue as it is very evident that there has been insufficient investment in
infrastructure improvements over the last 20 years of the process. An example
is the failure to build appropriate water supply resources such as reservoirs
with a resultant reliance on unsustainable abstraction and associated
environmental harm. There has been an overwhelming focus on customer
bills driven in part by political pressure. It has taken an incredible effort by
NGOs amongst others to bring this failure to the attention of the public and
politicians and it is largely down to them and not the Price Review process
that we have seen the step change in enhancement investment. This cannot
be right!

The development of the National Water Resources Framework by the
environmental regulator, which takes a longer term and collaborative
approach to looking at future needs, has been crucial in setting expectations
and agreeing minimum planning standards for water supply infrastructure
which have fed through into the Price Review process and triggered the
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increase in enhancement spend on key areas like smart water metering and
new reservoirs. A vacuum was filled. Given the increasing levels of
uncertainty in the future and the likely need for great enhancement spend in
future price reviews we need to see more initiatives like this where the
government and regulators take a much more active role in setting out their
expectations specifying minimum standards of service that need to be met.
The water undertakers can then develop their plans through the Price Review
process on this clearer basis.

Please answer and explain below, providing supporting examples or
evidence, where possible

infrastructure delivery? This could be across Outcome Delivery Incentives

(ODlIs) to effectively deliver for customers, the environment and public health;
and/or across Price Control Deliverables (PCDs), for example

Please answer and explain below, providing supporting examples or
evidence, where possible

Waterwise supports the use of ODIs and PCDs. In the current regulatory
regime we believe they are essential to help hold the private companies to
account for their performance and to incentivise improvements in
performance to meet the expectations and needs of customers, business and
the environment. Unless the regulatory system itself changes we don't
believe we should stop using ODIs and PCDs.

However, the devil is in the detail! Such a system is never going to be perfect.
By its nature it puts pressure on the water companies and their teams
especially if the targets are seen as unrealistic. It is difficult to predict what
good looks like in 6 or 7 years time without robust long term planning. Equally
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any system like this can be “gamed” so you end up with a lot of company time
spent trying to get outcomes from it that benefit the company financially and
reputationally. There are examples of companies securing large rewards or
penalties for performance that has in reality been largely influenced by the
weather (e.g. a dry winter reducing sewer flooding). Also, companies also
inevitably shift their spend to avoid the areas of greatest pain/penalty and we
have heard anecdotally of at least one company effectively giving up on trying
to meet its per capita consumption ODI (taking a relatively small penalty) to
focus the resources on one with a higher penalty.

Despite having ODIs and PCDs one area that needs urgent improvement is
performance reporting. The water wholesalers all use different approaches
with different levels of detail and report on different things which doesn't help
when it comes to trust in the sector. Most customers and stakeholders would
struggle to find useful performance trend data for their local company and
struggle even more to compare with the performance of the wider sector or
the expectations of regulators. This is not acceptable.

The performance reporting published by the regulators is infrequent or, in the
case of the Environment Agency EPA assessment, very high level. The public
facing DiscoverWater dashboard set up by WaterUK and others is good but is
only updated annually and covers a limited set of factors (not sewage spills to
the environment for example) and has very limited trend data and no forward
looking projections.

A new centralised performance hub should be set up and hosted by the
regulator. It should provide comparative downloadable information tracked
over time showing past, current and future project performance versus what
companies set out in their business plans (that customers are paying for). We
believe this one source of truth would improve trust in the sector as
customers would be able to see how their money is delivering improvements
and how their company is doing relative to others.
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Customer bills

Customers need to know that their bills are acceptable, particularly for the
most vulnerable in society. It is the responsibility of Ofwat to ensure the
interests of customers are appropriately balanced with the needs of the water
companies to be able to properly finance their functions. They do this through
the Price Review process, where water and sewerage charges are set for
5-year periods.

Bills have reduced by 15% in real terms since 2014-15', however, the need for
increased investment in infrastructure will result in larger bills over the period
of Price Review 2024. These increases come at a time of declining public trust
and satisfaction in water companies. There is also a regional variation in bills,
with customers paying differing amounts for their water, depending on
where they live. Whilst most households have a water meter and therefore
pay for the water they use, a significant minority do not.

The Commission is seeking views on potential changes in relation to the
fairness of water bills. This includes, but is not limited to:

e Improving transparency for customers to help improve trust, for
example, by explaining how the money from bills is used by water
companies and how bills are set.

e Increasing the use of smart water meters to help customers better
understand their water usage and improve water efficiency.

e Exploring innovative water charging to support affordability and/or
efficient use of water.

Q35. To what extent does the economic regulatory framework deliver
acceptable water bills for customers?

(Please select one)
[1To a great extent
[1To some extent
IVery little

' Ofwat bills data provided directly to the Independent Water Commission. The reduction is calculated
between 2014-15 and 2022-23
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[ INot at all
x[JDon't know

[Please see our response to question 29 - we don't have the proper
data or processes to answer this question]

Q36. What, if any, changes would help ensure customers are paying fairly
for the water they use? (Please select all that apply)
[INo changes are needed
CIxImprove transparency for customers on how money from bills is
used
[IxIncrease the use of smart water meters
[OxExplore innovative water charging (such as rising block tariffs or
other innovative tariffs) to support affordability and/or efficient use
of water.
[1Don't know
[OxOther (please specify)

If you selected other, please specify below

Please see our responses to questions 29 and 30. The current definition of ‘fair’
in terms of water bills is too narrow, and relatively uninformed. Whether a
particular bill is affordable depends on who is asked. The system of involving
customer views currently is not fit-for-purpose and the government and
regulator prioritise low bills as an end in itself, rather than costing the
investment necessary for current and future customers, economy and the
environment. For example, the significant rollout of water efficiency set out as
required to close the 5 billion daily gap between supply and demand, set out
in the National Framework, is not currently reflected in regulatory outcomes
(such as non-household water efficiency in the final determinations
mismatching with the statutory demand target) but is essential to meet
national, regional and local government policies, for example on growth,
housing, energy and the environment.
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There is no recognition in the current analysis and process surrounding ‘fair’
or ‘affordable’ bills of the impact of intersectionality against protected
characteristics and the impact this can have on customers'’ ability to pay bills.
Assumptions are made on behalf of customers by representatives.

In our response to question 29 we suggest a different approach to this.

It is also imperative to have a smart meter for every home and business and
support innovative water charging. As an immediate change, the bulk supply
discount for business customers - where they receive lower bills for higher use
of water - should be cancelled.
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Customer protections

Customers also need to know that they will receive a good level of service in
return for their money. Whilst the provision of an uninterrupted supply is a
key expectation of customers, they also expect clear coommunication, the
quick resolution of problems, and accurate billing.

In addition, there are a wide range of customers who may require financial or
practical support from their water companies. This could include households
with people of pensionable age, someone who is pregnant or has young
children, people with a mental health condition or a disabled person, have
difficulty in communicating, and those on low-income. Despite some recent
improvements, the awareness and take-up of the various initiatives to support
these customers remains low.

The commission is seeking views on potential changes in relation to customer
protections on service provision and support for vulnerable customers. This
includes but is not limited to:

e Ensuring that customer matters are investigated and, where necessary,
enforcement action taken, to incentivise water companies to improve
their service provision.

e Increasing the accountability of water companies’ handling of
complaints to drive an improved experience for customers.

e Introducing a single social tariff for England and Wales with the aim of
providing a fair, consistent and sustainable support for customers who
struggle to afford their water bill.

e Ensuring that water companies proactively offer support to customers
who may be eligible.

(Please select one)
[1To a great extent
[1To some extent
[1Very little

[INot at all

[1Dont know
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[1To a great extent
[1To some extent
[IVery little

[INot at all
[1Don't know

(Please select all that apply)

[INo changes are needed

[JEnsure customer matters are investigated and, where necessary,
enforcement action taken.

[OGreater accountability for water companies’ handling of complaints.
[JDon't know
[1Other (please specify)

If you selected other, please specify below

[INo changes are needed

[JIntroduce a single social tariff for England and Wales.

[JEnsure a proactive approach by water companies in identifying
customers eligible for additional support

CODon't know



x[JOther (please specify)

If you selected other, please specify below
Please see our response to question 29.

Financial resilience

Financial resilience is the ability of companies to weather shocks to capital
structure, spending, revenue and liquidity. Some companies are experiencing
challenges today with financial resilience.

A range of factors influence water company financial resilience. Companies
appear to have been hit by recent cost pressures from inflation and regulatory
fines. Historical decisions taken by water companies about debt levels also
appear to have played a role in current challenges. The evidence on the
relationship between debt raised and investment delivered is complex and
contested.

The Commission is seeking views on potential changes to support water
company financial resilience. This includes, but is not limited to:

Changes to the Price Review process to support financial resilience
Changes to the regulatory approach to companies’ debt levels

Changes to financial oversight, including a more supervisory approach
Changes to the way in-distress companies are managed (for example,
providing the water regulators additional discretion over how penalties
are issued)

e Changes to the Special Administration Regime (for example, Ofwat
providing guidance on SAR thresholds)

[1To a great extent
[1To some extent

[1Very little
CONot at all
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(1Don't know

[INo changes are needed

[JChanges to the Price Review process to support financial resilience

[1Changes to the oversight of water company debt (for example,
‘capping’ company debt levels)

[1Changes to financial oversight of companies (for example, moving
to a more supervisory model as defined in the Call for Evidence)

[1Changes to the way in-distress companies are managed (for
example, providing the water regulators additional discretion in their
enforcement regime)

[IChanges to the Special Administration Regime (for example,
providing guidance on the thresholds for the SAR)

[1Dont know
[1Other (please specify)
If you selected other, please specify below

Please answer and explain below, providing supporting examples and
evidence, where possible.



INnvestment

INn a given year, water company costs typically exceed revenues as investment
is financed by debt and equity over time. The current and future investment
need for the water sector is significant; Ofwat consider that £12.7 billion of
equity will be required between 2025-2030, and companies forecast they will
need to raise £45 billion in debt.

The attractiveness of the sector to investment is driven by the level and
stability of returns investors can expect to get. These appear to have been
declining since privatisation. At the same time, there are some public
concerns that returns have been too high. Assessing returns in the sector is
inherently challenging, and the Commission is seeking evidence on how
returns compare between the water industry and other comparable sectors
(for example, energy).

The Commission is seeking views on potential changes to support
investment. This includes, for example:

e Changes to the Price Review process to support investment
e New mechanisms to underpin and/or constrain returns

The Commission is also interested in the impact public and political
perceptions of the water industry have had on the attractiveness of the sector
to investment.

[ISignificantly supports investment

[ISomewhat supports investment

[INeither supports nor hinders investment
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[1Somewhat hinders investment
[JSignificantly hinders investment

COODon't know

Please answer below and provide evidence and examples, where possible.

BEBEORl - /cose answer below and provide evidence and examples, where
possible.

[1Positively affects the attractiveness of the water sector to investors

[1Does not affect the attractiveness of the water sector to investors
[INegatively affects the attractiveness of the water sector to investors
CDon't know

[JOther (please specify)



If you selected other, please specify below

Competition

Competition has been introduced into the water industry by Ofwat, and
encouraged by successive governments, to help ensure private companies
deliver investment and services for a fair price.

As the water sector is a natural monopoly, competition will always be
constrained. The commission has heard varied feedback about how effective
existing schemes have been and could be in the future. Some schemes
appear to have delivered benefits (for example, enabling housing
development), whilst others appear to face obstacles (for example, legal
constraints, limited awareness).

The Commission is seeking views on potential changes that could be made to
the competition regime. These include, but are not limited to:

e Changes to the New Appointments and Variations market to reduce
administrative burdens (for example, relaxing requirements on Ofwat to
consult on all New Appointments and Variations licensing applications)

e Changes to the business retail market, to focus on where it is most
beneficial (for example, limiting the business retail market to large
customers)

e Changes to the business retail market, to ensure efficient use of water
(for example, updating water tariffs)

e Changes to Direct Procurement for Customers and/or Specified
Infrastructure Projects Regulations, to ease and expand their use (for
example, relaxing the criteria for Specified Infrastructure Projects
Regulations usage)

Given different approaches historically between England and Wales, the
Commission is also interested in where different approaches might be taken
in England and Wales, as well as where there may be opportunities for
convergence.
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Please answer below and provide evidence and examples, where possible

GCreat care should be taken in considering introducing further competition in
the water industry, including to domestic customers, to ensure that it is in the
best interest of customers and the environment. To date - as emphasised by
MOSL, CCW and the strategic Panel - attempts to introduce competition
through regulation have introduced added complexity and numerous cross
organisational interfaces; uncertainty over responsibilities (e.g. in responding
to drought in the water retail market or progressing water saving
interventions for NHH customers); a lack of transparency (NAVs and water
resource planning); and challenges over funding being in the right place to
deliver key infrastructure (smart meter rollout and NAVs). A recent review by
CCW found that the water retail market was failing to deliver benefits for the
vast majority of customers and there is a risk this would also be the case with
a domestic market. Ofwat has stated it is seeking to minimise regulatory
burden on NAVs and yet with a large number of new homes now being
supplied with water there are concerns that this light touch is leading to poor
outcomes for customers and the environment and they have now toughened
up their approach highlighting the risks of deregulation allied to competition.

From a water efficiency perspective introducing domestic competition would
massively reduce economics of scale in smart metering and retrofit schemes
and would make water efficiency, currently very cost-effective even less
widespread and niche when it is crucial to fill at least 25% of the 5 billion litres
a day water supply deficit by 2050 set out. Also, it will complicate efforts to
drive behaviour change as there would be no named local supplier. It would
be expensive and counter-productive.

The benefits of further competition for customers and the environment need
to be very clear and it should not be progressed purely based on a prevailing
economic philosophy.

[IxNew Appointments and Variations (NAVs)
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[JSelf-Lay Providers (SLP)

[OxBusiness Retail Market

[IWater bidding market

[IBioresources market

[1Direct Procurement for Customers (DPC)
[ISpecified Infrastructure Projects Regulations (SIPR)
[INone

[JDon't know

Q50. Which of the following changes to competition schemes, if any,
would improve outcomes for the sector? (Please select all that apply)

[INo changes are needed

[1Changes to the New Appointments and Variations market to
reduce administrative burdens (for example, relaxing requirements
on Ofwat to consult on all New Appointments and Variations
licensing applications)

X[IChanges to the business retail market, to focus on where it is
most beneficial (for example, limiting the business retail market
to large customers)

X[IChanges to the business retail market, to ensure efficient use
of water (for example, updating water tariffs)

[JDon't know
[OX Other (please specify)

If you selected other, please specify below

A recent review by CCW found that the water retail market was failing to
deliver benefits for the vast majority of non-household customers (including
through saving water). They highlight that the smallest businesses have seen
little benefit from the opening up of retail competition stating that most
remain either unaware that the market exists or have little desire to engage
with it. CCW included a recommendation to close the market for customers
using less than 0.5 Ml of water a year (who have not already been active in the
market) through a change in legislation. At Waterwise we want to see the
Commission and government assess whether the current market set-up is
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beneficial for smaller customers and wider government aims - relating
specifically to water efficiency and water availability - and if not then a range
of options to address it should be considered including market structure.

The Retailer Wholesaler Group of which Waterwise is part updated its
roadmap setting out the changes needed to encourage water-saving
amongst NHH customers. The recommendations included restructuring
tariffs to encourage water conservation such as removing falling block tariffs
that reduce the unit cost of water the more a customer uses along with the
consideration of other obligations for example requirements for large water
users to publish water efficiency plans or secure ISO46001 accreditation.
Water use could also be included in a future iteration of Energy Performance
Certification (EPC).

The Strategic Panel for the water market in England published a letter in June
2024 calling for the government to play a far greater role on water efficiency
promoting customer awareness including through a national campaign and
progressing options for incentivising businesses on demand reduction.

Please answer below and provide evidence and examples, where possible.
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Section 5: Questions on Chapter 5 -
Water Industry Public Policy
Outcomes

Introduction

Regulation has been introduced over the past 30 years to deliver government
objectives in relation to drinking water, protecting the environment and
securing long term water supplies. Requirements on water companies,
particularly in relation to the environmental regime, have grown over the past
30 years and have become increasingly complex. We are interested to
understand in which areas the legal and regulatory requirements placed on
water companies are effective/ineffective and/or where they create perverse
outcomes, and/or where there may be gaps. We are interested to know if, and
if so how, these requirements could be improved.

When we say legal requirements on water companies, we mean statutory
requirements related to their status as water companies (not including for
example general duties under companies’ legislation or public health
legislation) and their duties under common law, including in relation to
nuisance. When we say regulatory requirements, we mean requirements
imposed on water companies by the various regulators. In some cases, the
tools used by regulators are directly related to legal requirements on water
companies (such as enforcement powers), whereas other tools used by
regulators attempt to influence companies’ behaviour but may not relate
directly to a legal requirement on companies (for example, Ofwat's Outcome
Delivery Incentives).

benefit from review or consolidation? /f so, please explain your answer and

provide evidence and examples, where possible
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Ofwat has too many statutory duties. Taken in combination we believe that in
many cases they require Ofwat to make decisions which should be made by
elected governments - national, regional or local. We would simplify the
regulatory and planning frameworks by;

e removing public policy outcomes from Ofwat’s statutory duties and in
place of this setting a stronger and clearer role for elected governments
at various levels in setting desired outcomes and expectations (and
potentially final sign off of whether these are being met);

e streamlining water regulators and their activities and ensuring
planning and enforcement of regulations have clear roles (;

e streamlining water company plans and ensuring there is a national
plan for water that involves wider water using sectors and regional
governance.

At the same time, we believe national governments should set requirements
on water company and regulators to ensure that their Boards and leadership
teams are more reflective of the customers they serve.

Governments may wish to prioritise using the water sector - a vital public
service - in their policy goal of a fairer society, for example, requiring proactive
activity and regulation on this, rather than simply adjudicating on whether in
their opinion bills are fair for all.

Protecting the environment

Environmental regulation for the water industry is in place to protect the
environment from harm and mitigate damaging activities by water
companies. Environmental standards have been introduced at the EU level
and by the national governments. As the principal environmental regulators
in England and Wales respectively, EA and NRW issue permits and licences
setting rules and conditions to secure compliance with requirements.

In these questions we are interested in views on the regulatory framework
specifically as it relates to water companies.
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The Commission is seeking views on potential changes that could be made to
the environmental regulatory regime for the water industry. These include,
but are not limited to:

e Areview and rationalisation of the environmental legislative framework
for the water industry

Changes to address emerging threats

Enhanced monitoring, including reform of operator self-monitoring
Expanded use of inspections and audits

Swifter enforcement

(Please select one)
[JTo a great extent
[1To some extent
[1Very little

[INot at all

[1Don't know

[JNo changes are needed

LJA review and rationalisation of the water industry environmental
legislative framework

[JLegislative reforms to address current and emerging threats
[1Don’t know

[JOther (please specify)

If you selected other, please specify below.



[INo changes are needed

[JEnhanced monitoring, including reform of operator self-monitoring
[1Expanded use of inspections and audits

[ISwifter enforcement

[1Don't know

[JOther (please specify)

If you selected other, please specify below.

Delivering clean drinking water

Securing clean drinking water is fundamental to public health. The DWI is
responsible for assessing the quality of drinking water in England and Wales
and taking enforcement action if standards are not being met. Water
companies are consistently meeting the regulatory standards for drinking
water with 99.97% of samples in England and 99.96% of samples in Wales
complying with the regulatory standards in 2023. However, to ensure that the
increasing pressures of population growth, climate change and challenges
with ageing assets can be fully accounted for, stakeholders have raised a
small number of areas where the system could perform even better. This
includes water company risk management; a need to update water quality
standards to ensure they remain world leading; approach to dealing with

56



legacy contaminants such as lead; the extension of regulatory powers and
tackling backlogs in product approvals to better support innovation in the
sector.

The Commission is seeking views on potential changes that could be made to
support the regulation of drinking water quality. These include, but are not
limited to:

e Whether updates to drinking water quality standards are necessary to
ensure that world leading standards are maintained

e Whether any changes to DW!I's regulatory powers should be explored to
better regulate new water supply mechanisms and approaches

e Addressing regulation 31 supply chain challenges to support innovation

[INo changes are needed
[JUpdates to drinking water quality standards

[IxChanges to DWI's regulatory powers to better regulate new water
supply mechanisms and approaches

[JAddressing regulation 31 supply chain challenges to support innovation
[INo changes needed

[1Don’t know

[1 X Other (please specify)

If you selected other, please specify below.

We need to see regulatory changes that ensure our drinking water and water
supply regime is fit for an increasingly water scarce future. For example, we
do not need to use drinking quality water to flush our toilets or feed our
washing machines yet we are laggards in this compared to other countries
such as Germany, Belgium, France, the USA and Australia. This is in part
down to our convoluted, ambiguous and at times obstructive regulations -
see here which need to be urgently reviewed with a view to putting an
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https://climate-adapt.eea.europa.eu/en/mission/solutions/mission-stories/the-blue-deal-mission-story12
https://www.water-reuse-europe.org/france-releases-a-new-decree-clarifying-the-use-of-recycled-water-in-the-food-industry/
https://www.sfpuc.gov/programs/water-supply/recycled-water
https://www.waterquality.gov.au/guidelines/recycled-water
https://static1.squarespace.com/static/65a8f1c60057e116c14c4600/t/67dd9bddf3aaac2ceb4a90d3/1742576605782/EWSC+-+Water+Reuse+-+Single+Source+of+Truth+Report.pdf

increasing emphasis on the use of health based risk assessment as in San
Francisco.
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https://www.sfpuc.gov/programs/water-supply/recycled-water

Securing resilient water supply

In light of climate change and population growth, the security of long-term
water supply is critical to the economy. We need secure and resilient supplies
of water for people and the economy, whilst ensuring the environment is
protected. There is projected to be a substantial water supply gap by 2050 if
Nno action is taken. Water companies are responsible for the supply of water in
their area and deliver their duty by developing Water Resources Management
Plans and Drought Plans every 5 years. To deliver long term water supply,
water companies need to reduce demand as well as increase supply.

The Commission is seeking views on potential changes that could be made to
the water resources regulatory regime. These include, but are not limited to:

integrated water management framework to improve the
management of the water

changes to regulatory responsibilities or introduction of new
requirements or standards to oversee delivery of the water company
supply and demand activity

abstraction reform

new water demand and efficiency policies

(Please select one)
[ITo a great extent
[1To some extent
x[Very little
[INot at all
IDon't know

[We have selected ‘very little’ because it still only holds a niche role for
water efficiency.]

(Please select all that apply)



[JNo changes are needed

[OX Integrated water management framework to improve the
management of the water system

[OX Changes to regulatory responsibilities or introduction of new
requirements or standards to oversee delivery

[JAbstraction reform

[OxNew water demand and efficiency policies

[1Dont know

[OxOther (please specify)

If you selected other, or want to provide additional views, please specify
below

The UK Water Efficiency Strategy to 2030 sets out the things that we believe
need to change to deliver a resilient water supply that meet the needs of
customers and the environment. These include a mix of government
leadership and regulatory, technological and behavioural change.

In terms of specific new water demand and efficiency policies we need to see:

e Far more ambition on building standards for new development

e The mandatory product water label rolled out as soon as possible
making it easy for people and businesses to choose more water
efficient products

e Support for the roll out of smart water meters and the removal of
remaining restrictions to charging based on water use as
recommended by the NIC

e Inclusion of water in a refreshed Energy Performance Certificate

e Arequirement for high water using businesses to report on their water
use and plan to reduce it

e All new buildings to be fitted with |eak detection technology

e A requirement for toilets in new homes to be flushed with reused water
rather than drinking water

Together we believe these policies could deliver at least 40% of the 5 billion
litres per day water supply deficit we face by 2050.

Significant changes also need to be made to the regulatory framework as
currently the funding that ends up being allocated for water efficiency is still
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https://waterwise.org.uk/app/uploads/2024/09/J37880-Waterwise_Water_Efficiency_Strategy_Inners_Landscape_WEB.pdf
https://waterwise.org.uk/policy-work/urgently-increase-water-saving-ambition-in-new-development/
https://www.gov.uk/government/news/household-goods-to-carry-water-efficiency-labels
https://waterwise.org.uk/policy-work/support-the-planned-smart-water-meter-roll-out-in-england-and-wales/
https://nic.org.uk/studies-reports/recommendations/defra-should-enable-companies-to-implement-compulsory-metering-beyond-water-stressed-areas-by-the-2030s/
https://waterwise.org.uk/policy-work/update-the-energy-performance-certificate-to-include-water-efficiency/
https://waterwise.org.uk/policy-work/very-high-water-using-businesses-to-report-on-water-efficiency/
https://waterwise.org.uk/policy-work/very-high-water-using-businesses-to-report-on-water-efficiency/
https://waterwise.org.uk/policy-work/all-buildings-to-be-fitted-with-leak-detection/

massively outweighed by investment in for example supply-side measures
despite it being relied on to address around 25% of the 5 billion litre daily
supply demand gap by 2050. As an example the total funding in AMP8 for
water efficiency, if you exclude smart metering, is comparable to the budget
for investigations and preparatory work on one single reservoir in East Anglia.
This is despite the water efficiency programme being one of the few that
actually helps customers save money on their utility bills whilst also reducing
carbon emissions!!

In terms of wider government, we need water availability (and as a result,
water efficiency) to play a role at the heart of government, through the
measures we have suggested in our answer to question 21, including placing
water availability at the heart of government decision-making. Without
sufficient water there is no growth be that business growth or housing
growth!

Infrastructure and supply chain resilience and security

Water companies need resilient and secure infrastructure and supply chains
to deliver on their core duties. Infrastructure resilience is the ability of an
organisation’s infrastructure, and the skills to run that infrastructure, to avoid,
cope with, and recover from disruption in its performance. Infrastructure
security is the practice of protecting systems and assets against physical and
cyber threats.

The commission has heard conflicting evidence on the sector’s resilience (for
example, with disagreement between companies and Ofwat on whether
companies have been appropriately funded to maintain assets).

Initial engagement has also highlighted potential concerns about the
maturity of the sector’s security arrangements, as well as whether funding
decisions and regulatory oversight are adequately delivering a secure sector.
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Supply chain concerns have also been raised regarding the ability to deliver
ambitious new infrastructure programs and whether risk is appropriately
allocated for critical dependencies (such as chemical supply).

The Commission is seeking views on potential changes that could be made to
support infrastructure resilience. These include, but are not limited to:

Changes to the Price Review to support infrastructure resilience (for
example, calculating base expenditure with reference to asset
condition, or linking base expenditure to investment plans)

Changes to the scope and enforcement of existing infrastructure
requirements (for example, strengthening requirements on companies
to map assets)

Setting infrastructure resilience standards (for example, requiring
companies to prepare for a defined level of disruption)

The Commission is seeking views on potential changes that could be made to
support infrastructure security. These include, but are not limited to:

Changes to the Price Review to ensure adequate coordination on
security expectations

Changes to existing legislation, such as Security Emergency Measures
Direction and cyber security regulations to close gaps (for example,
giving powers in relation to security of wastewater infrastructure)
Changes to the enforcement of security regulations (for example,
providing the DWI with powers to issue directions under Security
Emergency Measures Direction)

The Commission is seeking views on potential changes that could be made to
manage risks from supply chains. These include, but are not limited to:

Changes to planning processes to ensure supply chain constraints are
factored (for example, factoring supply chain into planning decisions)
Changes to cross-government policy on supply chain constraints (for
example, agreeing investment plans with other sectors)

Changes to the Price Review process to address supply chain
constraints (for example, moving from a 5-year Price Review process)
Setting government guidance on managing supply chain disruption
Requiring companies to take greater steps to reduce dependencies (for
example, onshoring chemicals production)
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[ISignificantly supports infrastructure resilience
[JSomewhat supports infrastructure resilience
[INeither supports nor hinders infrastructure resilience
[JSomewhat hinders infrastructure resilience
[ISignificantly hinders infrastructure resilience

[1Don't know

[ISignificantly supports infrastructure security
[JSomewhat supports infrastructure security
[INeither supports nor hinders infrastructure security
[JSomewhat hinders infrastructure security
[ISignificantly hinders infrastructure security

[IDon’t know

[JSignificantly supports effective management

[1Somewhat supports effective management

[INeither supports not hinders effective management or
[JSomewhat hinders effective management
[JSignificantly hinders effective management

[1Don’t know



eSS POrRESUCHURSESIISNEes (1/oose select all

that apply)
[JNo changes are needed

[1Changes to the Price Review to support infrastructure resilience (for
example, calculating base expenditure with reference to asset condition, or
linking base expenditure to investment plans)

[1Changes to the scope and enforcement of existing infrastructure
requirements (for example, strengthening requirements on companies to
map assets)

[JISetting infrastructure resilience standards (for example, requiring
companies to prepare for a defined level of disruption)

[JDon't know
[1Other (please specify)

If you selected other, please specify below

SRS P OSSR UCEURSISSERRER /oo se se/ect all that

apply)
[INo changes are needed

[JChanges to the Price Review to ensure adequate coordination on security
expectations

[1Changes to existing legislation, such as Security Emergency Measures
Direction and cyber security regulations (for example, giving powers in
relation to security of wastewater infrastructure)

[JChanges to the enforcement of security regulations (for example,
providing the DWI with powers to issue directions under Security
Emergency Measures Direction)

1Don't know
[1Other (please specify)
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If you selected other, please specify below

framework to better manage risks from supply chains? (Please select i
that apply)
[INo changes are needed

[JChanges to planning processes to ensure supply chain constraints are
factored (for example, factoring supply chain into planning decisions)

[JChanges to cross-government policy on supply chain constraints (for
example, agreeing investment plans with other sectors)

[JChanges to the Price Review process to address supply chain constraints
(for example, moving from a 5-year Price Review process)

[1Setting government guidance on managing supply chain disruption

[JRequiring companies to take greater steps to reduce dependencies (for
example, onshoring chemicals production)

ODon't know

[JOther (please specify)

If you selected other, please specify below

Innovation and technology

Innovation is defined here as the full process of invention, application, and
adoption, and it involves a range of investment efforts in the form of research,
development, demonstration, dissemination, and training.

Historically, there have been concerns about the levels of innovation in the
water sector and its approach to innovation
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The commission has also heard that risk-aversion from both regulators, the
government and water companies could be stifling the introduction of
innovative approaches and technologies as more ‘certain’ engineering
approaches are favoured over newer, less tested options.

The commission is gathering views on changes to the regulatory framework
to support innovation. These include, but are not limited to:

e Changes to the way companies and regulators approach risk (for
example, introducing a regulatory ‘sandboxing’ tool)

e Changes to regulation to allow flexibility on delivery approaches
Changes to the Price Review process to support innovation (for
example, treating research and development spending separately in
the Price Review)

The commission is also interested in views on opportunities from new
technologies to transform water company and regulator approaches.

[JSignificantly supports innovation
[1Somewhat supports innovation
[INeither supports nor hinders
[IxSomewhat hinders innovation
[ISignificantly hinders innovation
[ODon't know

[INo changes are needed

[OX Changes to the way companies and regulators approach risk
(for example, introducing a regulatory ‘sandboxing’ tool)

[JMore outcome based regulation to allow flexibility on delivery
approaches

[OX Changes to the Price Review process to support innovation
(for example, treating research and development spending
separately in the Price Review)
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dDon’t know
[OX Other (please specify)

If you selected other, please specify below

The Ofwat Innovation Fund has been effective in encouraging innovation
across the sector, including several large-scale water efficiency programmes.
However, it has some key limitations
e It is small scale at less than £100m per annum compared to the
innovation funding available in other sectors (Innovate UK annual
budget is £8bn). We need to see some of the large government
innovation funding streams such as Innovate UK include far more calls
for water related innovation given the scale of the water scarcity
challenge we face. However, on 4th April 2025 the government
announced fl4bn of R&D funding to support growth focussed on
energy, life sciences and engineering with water not even mentioned in
the press release - see here
e It is relatively restrictive in terms of access due to the money coming
from customer bills of water companies. Any large scale bids for
funding need to be led by a water company with the restriction justified
on the basis of protecting customer interests which seems odd.
e It has a poor track record in sharing the learnings where funded
projects have not delivered what was originally expected.

There is still an attitude that the sector does not want to be seen to fail and
this links to the overall regulatory system which is still not supportive of
genuine innovation in the sense of it being crucial to allow water companies
and others to fail, which is a key aspect of innovation. A good example has
been Iinvestment in nutrient reduction which, despite several pilots
demonstrating green solutions work and deliver multiple benefits, is being
dominated by end of pipe solutions because of their speed of delivery and
greater regulatory outcome certainty.

Another example of hindering innovation is that smart metering is still not
widespread, and although it is now widely supported by governments and
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https://www.ukri.org/wp-content/uploads/2025/04/UKRI-030425-BudgetAllocations25-26-Explainer.pdf
https://www.gov.uk/government/news/record-139-billion-of-rd-funding-unveiled-to-boost-innovation-jobs-and-growth
https://catchmentbasedapproach.org/learn/norfolk-rivers-trust-create-wetland-water-treatment-facility-for-anglian-water/

regulators (Ofwat and EA), it was regularly opposed for so long that many
dumb meters have been installed in the interim period.

The previous government also cancelled the innovative national social tariff -
which the sector had collectively come up with, and which would have
significantly helped support customers struggling to pay their water bills
both now and under a reframed casting of regulation as set out in our
responses to questions 29 and 30.

Q67. What opportunities, if any, do new technologies present for
companies and the regulators?

Smart metering presents a significant opportunity to support improved
customer engagement and to encourage water, energy and carbon saving -
see here, here and here. The high resolution data can be used to target
homes with water leaks or high usage. It is important that the government
removes the remaining restrictions limiting compulsory metering as
advocated by the National Infrastructure Commission and that good practice
is followed in how the companies engage with customers on their water use
data - see recent CCW report here.

With the encouragement of Waterwise and the Bathroom Manufacturers
Association bathroom manufacturers are increasingly designing new
water-efficient technology which maximises customer experience and
minimises water use, for example water efficient showers or toilets that use
little or no water to flush. The Internet of Things offers the potential for further
advances in point of use controls and efficient water use.

However, current water regulations are limiting innovation and the roll-out of
technologies to support water reuse especially in the home and need to be
updated so they are fit for the future - see here. We are falling behind other
countries such as Germany and Belgium where it is the norm and required in
law. We should not be building new homes and commercial premises where
toilets are flushed with drinking water or where there is no rainwater capture
for outdoor use and we need the legislation changed to enable this.
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https://database.waterwise.org.uk/wp-content/uploads/2021/04/Smart-Metering-and-the-Climate-Emergency-2021-Final-1.pdf
https://www.frontier-economics.com/uk/en/news-and-insights/news/news-article-i20503-smart-water-metering-making-the-right-decisions/#:~:text=In%20the%20face%20of%20climate,in%20delivering%20water%20demand%20reductions.
https://www.baringa.com/globalassets/insights/low-carbon-futures/learning-from-experience_smart-metering-report.pdf
https://nic.org.uk/studies-reports/recommendations/defra-should-enable-companies-to-implement-compulsory-metering-beyond-water-stressed-areas-by-the-2030s/
https://nic.org.uk/studies-reports/recommendations/defra-should-enable-companies-to-implement-compulsory-metering-beyond-water-stressed-areas-by-the-2030s/
https://www.ccw.org.uk/publication/understanding-attitudes-towards-smart-water-meters/
https://www.keldashowers.com/
https://propelair.com/
https://www.ewsc.org.uk/action-areas/onsite-water-reuse

Section 6: Questions on Chapter 6 -
Ownership

Introduction

The English and Welsh ownership model has evolved since 1989.

There has been significant public debate about the extent to which
ownership models for water companies impact their performance against
public policy objectives. Initial research on other countries has failed to
generate clear conclusions on whether ownership change would drive
improved outcomes.

The Commission would like to gather evidence on the following areas in
relation to ownership:

What the impact, if any, of mergers between companies (consolidation)
has on company performance.

What the impact, if any, of public listing versus private ownership is on
company performance.

What the impact, if any, of company structures — like Whole Business
Securitisation — is on company performance.

What the impact, if any, of different types of investors (for example,
private equity firms, pension funds) is on company performance.

How effective DWr Cymru Welsh Water's not-for-profit model has been,
and what the risks associated with this model are.
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Ownership (for Wales only)

The following 2 questions are targeted at those who live in Wales or are part
of an organisation that operates in Wales.

There are a variety of not-for-profit models across the world which deliver well
for the environment, society and the economy, but no model is perfect
(especially if funding is limited). As the Commission has said, stakeholders
agree that the current model isn't working - whilst recognising that this is for
a variety of reasons, we would support the Commission looking at other
models than the current one, and are very open to the idea that other models
might deliver more for water efficiency, to tackle the current mismatch in
scale between government and statutory drivers on water efficiency, and
delivery through water companies, regulation and government policy.
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