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ALL PARTY PARLIAMENTARY

WATER GROUP

Chair: Linda Gilroy MP. Vice Chairs: The Earl of Selborne KBE FRS/ Rt Hon Elliot Morley MP 

Secretary/Treasurer: Andrew George MP 
Speech to GMB Shop Stewards Conference Portcullis House Westminster Monday 25th January 2010 
Who are we? 60+ MP’s and members of House of Lords
Support from:
· Society of Water and Waste Water Industries

· Consumer Council for Water

· Eaga PLC

· Water UK and water companies  - Anglian, Southern, Wessex,Yorkshire
· World Wild Life Fund

· Waterwise

· And Unison

To provide a focus for members to monitor government and regulatory policy and maintain a dialogue with consumers and those with an interest or a duty in relation to the environment and the water industry.
Our report, the Future of the UK Water Sector – can be viewed on line – www.lindagilroy.org.uk/water 





























































































































Ofwat Price Review

The issue of planning and investment in the sector has reached a critical point with Ofwat’s Price Review in 2009.  For this Price Review, water and sewerage companies submitted 5-year business plans for investment over the next five years with Ofwat setting price limits that can be charged by these companies. 

The group welcomes the fact that all water companies have been expected to produce 25-year water resources plans for the Environment Agency and Strategic Direction Statements (SDS) for Ofwat.  These documents set out the long-term investment requirements for their areas over the next twenty five years and believes this could be an important tool to indicate long-term planning for the water sector.

However the group believes that the length of the regulatory period needs to be reconsidered.  Of course Ofwat has consulted on this issue and has decided to retain the five year period arguing that it is the best way to protect customers. However, the group feels that companies should be looking at investing in capital expenditure over a longer period of time. The group suggests ten years for this, which would engender a longer-term focus and planning by water companies. The five yearly Price Review would then act as a ‘check’ ensuring that prices were at the right level for the investments proposed and that customers were adequately protected from unjustified price rises.

In the end sensible investment pays dividends too!
The Cave Report
The group welcomed the publication of the final report of the Cave Report into competition and innovation and was pleased that the report clearly recognized the importance of innovation in meeting the future challenges facing the sector.

We held an event in the House of Commons in early December putting on display some examples of intelligent water control systems for monitoring leakage – and mending. – (Sheet setting out our views). We are very concerned to know that R & D investment has declined by 60% since 2000 and therefore believe that changes are needed.
The group is not convinced that the current regulatory system is appropriate for making long-term investment decisions that ensure the quality of customer services, sustainability and innovation for the future. 
Innovation plays a crucial role in any industry in driving service quality improvements and responding to the future challenges it will face, in this case to become a national and world leader in the provision of water services. 
In no sector is this more relevant than in the UK water sector. The group has found that changes are needed to encourage further innovation in the sector and was concerned to hear that R&D investment in the UK water sector has declined by 60% since 2000. In particular, the group believes that more should be done to incentivise innovation, and the group recommends adopting a similar approach as used in the energy sector which provides greater levels of support for innovation, notably through the creation of a dedicated innovation fund.

The group has looked at the experience of the energy sector, in particular Ofgem’s innovation financing initiative which looks to engender a partnership-based approach to innovation in the energy sector. This approach has seen £180 million being made available for innovation in the gas and electricity sector.
The group welcomes work being currently undertaken by Ofwat on further examining the development of competition for both non-domestic and domestic consumers. To date Ofwat has suggested that the access pricing regime should be amended to include approximately 27,000 non-domestic users of water, eventually rising to all 1.2 million non-domestic users of water. The group notes that this is an interesting contribution to the future development of competition policy.

However the group believes that a very cautious approach should be taken to the further development of competition in the sector, particularly in regards to domestic users as this could potentially prove detrimental to achieving the full efficiency benefits from the introduction of smart metering. Any progression towards a more competitive market should be evidence based, and must be shown to benefit the sector as a whole. The group’s second major consideration relates to the quality of customer service; it should not be put into jeopardy by the introduction of further competition in the sector.  

A third consideration is the danger that a proliferation of suppliers would make it more difficult to achieve effective long-term planning at regional and catchment level. For example, this is already an issue with the multiplicity of companies in the South East.

In light of these considerations the group is not convinced that a full case has been made for expanding competition to domestic users. It therefore waits for the case to be made, believing that full competition in the sector will not be as straight forward as in other utility sectors. The group believes that if there is a case for competition it is more likely to exist on the disposal/sewerage side than the supply side of the business.

The Walker Review

The APPWG agrees with the review that the system of water charging must move to a closer alignment with volumes of water consumed. We believe that this is a fairer form of charging than the existing twin track system of rateable value and volume consumed and that metering meets fairness principles more than any other system.

The group strongly believes that metering can better inform customers and thus empower them, in particular vulnerable customers, to take greater control over their water consumption and allow them  and those who work with them, to budget and plan more effectively. It may also help charges to be spread in a fairer way, based on relative need and the ability to pay, rather than simply on usage. The APPWG believes that universal metering in combination with an alternative tariff system would be a significant step towards increasing affordability in the sector.

 It goes without saying that this would need to be accompanied as envisaged by the Walker review by a range of protections for vulnerable customers. The group would therefore like to see the extension of the Vulnerable Groups Regulations tariff (WaterSure). The criteria for qualification are too restrictive. In association with this, the group would like to see a more consistent national approach to aiding vulnerable customers through advice about energy efficiency associated with voluntary meter installation, based on best practice in the sector. The recommendations that Ofwat should be given a duty to promote this, as well as measures to tackle the affordability issues are welcome.
Debt of course costs all customers including vulnerable customers £11 per annum. The group favours contractualising the relationship between customers and providers as it believes that this will have mutual benefits for both customers and providers. The group believes that this would strengthen customer rights when dealing with companies, but would also clarify the situation with companies, resulting in benefits in terms of payment, and collection which is discussed further below. The group is concerned about the possible implications of lifting the legal ban on trickle flow devices and questions whether such a ban will address the problem of rising water debt and unaffordable bills.

We would like to see water companies undertake further work on the scope for joint working with existing government programmes, such as the Warm Front scheme, including training Warm Front visitors to install water efficient products, such as retrofit toilet devices. The group believes that the WaterCare initiative promoted by South West Water following experience in the South West government sponsored affordability pilot deserves greater attention and follow through. Similar schemes could be run in partnership with social housing associations. This would again ensure a wider coverage of retrofitting and would result in lower costs for water companies for identifying and fitting appropriate products.

Our thinking is also that companies should play a part in making bills clearer to customers so that they can better understand how their water usage is related to what they pay, and that the introduction of universal metering would allow this to happen.

Much of this aligns with the Walker Review and the Government response is now eagerly awaited not least in the South West!

General
We are facing significant challenges from climate change, demographic change, globalization and an ageing infrastructure.  Consumers of course expect safe, high quality and affordable service.
We are planning our programme for 2010 which will continue to focus on how the sector meets its future challenges.  We are always interested in extending our reach and fostering new partnerships.  Thank you for inviting me to join you today.
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