	
	
	






Call for Evidence: Email and Postal Response Template 

[bookmark: _Toc184201799][bookmark: _Toc184202188][bookmark: _Toc184396201][bookmark: _Toc184818450]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. 


[bookmark: _Toc190890584]Section 1: About You

[bookmark: _Toc190890585]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.  

[bookmark: _Toc190890586]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.  

[bookmark: _Toc190890587]Questions
Q1. Would you like your response to be confidential? (required)  
☐Yes  
☐No 

Q2. If you answered yes, which information would you like to keep confidential and why? (optional)  



Q3. Do you consent to being contacted by the Independent Water Commission about your response? (required) 
☐Yes 
☐No 

Q4. If you consented above, please provide your full name. (optional) 

 


Q5. If you consented above, please provide your email address. (optional) 



Q6. In what capacity are you completing this consultation? (required)  
☐As a representative of a water company  
☐As a representative of a regulator or enforcement body 
☐As a consultant/industry expert 
☐As an academic or researcher 
☐As a business or organisation 
☐As a local authority  
☐As an NGO or other non-profit public interest group  
☐As a member of the public with an interest  
☐As a public representative (for example, Councillor, MP, etc.)  
☐As an investor 
☐As a farmer or land manager 
☐Other

Q7. What is the name of the organisation or interested group that you are responding on behalf of? (optional)  



Q8. Where do you live? (required)  
☐England  
☐Wales  
☐Scotland  
☐Northern Ireland  
☐Outside the UK, within the EU  
☐Outside the UK, outside of the EU  

Q9. Where does your business or organisation operate? (required) 
Check all that apply  
☐England  
☐Wales  
☐Scotland  
☐Northern Ireland  
☐Outside the UK, within the EU
☐Outside the UK, outside of the EU
☐Not applicable 



[bookmark: _Toc190890588]Section 2: Questions on Chapter 2 - Overarching Framework for the Management of Water

[bookmark: _Toc190890589]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:
· Whether there is a need for further strategic direction to improve water planning, funding and implementation.
· Whether the geographical scales for planning and delivery in the water system are appropriate and provide sufficient accountability, including through democratic structures. 
· Whether there should be an integrated water management framework to improve the management of the water system across sectors and outcomes.
· Whether the current environmental objectives and planning frameworks reflect the right outcomes and incentivise the action needed to deliver them. 
· 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. 

[bookmark: _Toc190890590]

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.

Q10a. Thinking ahead to what you would like the water system to look like in the future (e.g. in 25 years’ time), what outcomes from the water system are most important to you? (Please select your first priority here) 
 
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.  

☐Improved water environment (e.g. healthy habitats for aquatic plants and animals)
☐Resilient and reliable supply of water for businesses
☐Water bodies being safe for swimming and other recreational uses (e.g. kayaking, paddleboarding)
☐Wider public health outcomes (e.g. limiting anti-microbial resistance)
☐A water system which contributes to net zero
☐Resilience to climate change
☐Reduced flood risk
☐Limiting increases to water bills
☐Aesthetic qualities of water bodies (e.g. no litter or visible sewage residues)
☐Recreational access to ‘blue’ (water body) spaces
☐None
☐Don’t know
☐Other (please specify)

If you selected other, please specify below



Q11a. To what extent do you believe the overall water framework already delivers the outcome you chose as your highest priority? 

☐To a great extent
☐To some extent
☐Very little
☐Not at all
☐Don’t know

Q10b. Thinking ahead to what you would like the water system to look like in the future (e.g., in 25 years time), what outcomes from the water system are most important to you? (Please select your second priority here) 
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. 
☐Improved water environment (e.g. healthy habitats for aquatic plants and animals)
☐Resilient and reliable supply of water for businesses
☐Water bodies being safe for swimming and other recreational uses (e.g. kayaking, paddleboarding)
☐Wider public health outcomes (e.g. limiting anti-microbial resistance)
☐A water system which contributes to net zero
☐Resilience to climate change
☐Reduced flood risk
☐Limiting increases to water bills
☐Aesthetic qualities of water bodies (e.g. no litter or visible sewage residues)
☐Recreational access to ‘blue’ (water body) spaces
☐None
☐Don’t know
☐Other (please specify)

If you selected other, please specify below



Q11b. To what extent do you believe the overall water framework already delivers the outcome you chose as your second highest priority? 

☐To a great extent
☐To some extent
☐Very little
☐Not at all
☐Don’t know

Q10c. Thinking ahead to what you would like the water system to look like in the future (e.g., in 25 years time), what outcomes from the water system are most important to you? (Please select your third priority here) 
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. 
☐Improved water environment (e.g. healthy habitats for aquatic plants and animals)
☐Resilient and reliable supply of water for businesses
☐Water bodies being safe for swimming and other recreational uses (e.g. kayaking, paddleboarding)
☐Wider public health outcomes (e.g. limiting anti-microbial resistance)
☐A water system which contributes to net zero
☐Resilience to climate change
☐Reduced flood risk
☐Limiting increases to water bills
☐Aesthetic qualities of water bodies (e.g. no litter or visible sewage residues)
☐Recreational access to ‘blue’ (water body) spaces
☐None
☐Don’t know
☐Other (please specify)

If you selected other, please specify below



Q11b. To what extent do you believe the overall water framework already delivers the outcome you chose as your third highest priority? 

☐To a great extent
☐To some extent
☐Very little
☐Not at all
☐Don’t know





[bookmark: _Toc190890592]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. 



Q13. Do you believe there should be changes to roles and responsibilities for water management across local, regional and national levels? 
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.

☐No changes are needed
☐Changes are needed 
☐Don’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. 



Q14. Do you believe changes are needed to help reduce the siloed approach to water management across different sectors? If so, what changes do you believe would be beneficial? (Please select up to 5 options)
☐No changes are needed
☐Government providing clearer national strategic direction and targets on water
☐A national scale systems planning authority* 
☐A regional or catchment scale systems planning authority*
☐Streamlining or aligning existing water plans and planning processes across the water system
☐Increasing the status of water plans to influence other sectors (e.g. farmers, businesses, planning and development) 
☐Streamlining or aligning water management planning and other plans such as flood risk plans, local nature recovery strategies, and local plans for development 
☐Aligning water management with democratic structures** 
☐Pooling together existing funding streams at a spatial level***
☐Changes to how regulators regulate sectors involved in the water system (e.g. through monitoring, advice, enforcement, etc.)
☐Don’t know
☐Other (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
 





Q15. Do you believe there are barriers to money being spent more effectively and efficiently across different sectors to deliver the best outcomes for the water system? If so, what do you believe are the key barriers? (Please select up to 3 options)

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.
☐There are no key barriers 
☐Limitations of evidence on costs and benefits (including co-benefits, such as wider environmental or ecological outcomes)
☐Unclear targets and objectives
☐Limitations of understanding of the full set of pressures (e.g. which sector is responsible for a pollution source)
☐Limitations of alignment of existing funding pots (e.g. water company investment, agri-environment schemes, government funding for Catchment Partnerships)
☐The scale at which actions are developed (e.g. actions are developed at too large or too small a scale, lack of spatially targeted actions)
☐Planning timelines (e.g. timelines misaligned, too long, or too short)
☐The monitoring and classification system (e.g. how the quality of water bodies is assessed) 
☐Barriers to partnership schemes (e.g. joint maintenance agreements, collaboration across sectors)
☐Don’t know
☐Other 

If you selected other, please specify below 



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

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.

☐Hydrological boundaries (e.g. water catchments, river basin districts)
☐Local government boundaries (e.g. strategic authority, district councils, combined authorities, and mayoral authorities)
☐Don’t know
☐[For Wales Only]: Welsh government boundaries



[bookmark: _Toc190890593]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 WFD 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.

Q17. Do you believe changes are needed to the WFD Regulations, including for 2027 onwards? If so, which areas would benefit the most from change? (Please select all that apply) 
This could include, for example, strengthening, streamlining or clarifying the Regulations.
☐No changes are needed
☐The 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)
☐River Basin Management Plans (e.g. spatial coverage, scope, the length of the planning cycle, the programmes of measures)
☐The classification system (e.g. chemicals, ecological, groundwaters)
☐The way economic evidence is considered (e.g. cost benefit appraisals of actions, use of economic analysis to justify exemptions) 
☐The monitoring system (e.g. the evidence base, the use of technology, data sharing for monitoring, reporting)
☐Governance and accountability (e.g. the duties of governments and organisations)
☐Public participation and engagement (e.g. through consultations, delivery and investment planning)
☐Don’t know
☐Other

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

Q19. Do you believe changes are needed to improve how we monitor and report on the health of the water environment? If so, what changes do you believe could lead to improvements? (Please select all that apply)
☐No changes are needed
☐Using statistical modelling for state of environment reports (reducing monitoring inputs)
☐Reporting on wider outcomes than ecological status (e.g. public health) 
☐Use of citizen science
☐Data sharing platforms for government and third-party evidence/data
☐Expanding out from the water body level to report on a whole catchment
☐Full or partial integration with wider environmental/water monitoring
☐Don’t know
☐Other (please specify)

If you selected other, please specify below 







[bookmark: _Toc190890595]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.





Q21: What changes, if any, should be made to how the government provides strategic direction for the water industry?
☐No changes are needed
☐Changes are needed
☐Don’t know

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





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). 
☐There are no barriers to effective long-term planning 
☐Limited clear guidance from UK and Welsh Governments on priorities and how to manage trade-offs.
☐Limited 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).
☐Regulators are not adequately supporting effective planning (e.g. through guidance, scrutiny)
☐Unclear what duties and functions other stakeholders (e.g. local authorities) are expected to deliver to contribute to plans.
☐Issues with data and assumptions (e.g. inconsistent or inadequate scenarios and assumptions across plans, data on asset performance not adequately collected).
☐Engagement with customers and environmental or local groups (e.g. too much engagement, too little, engagement is not meaningful, engagement is not local)
☐Regulatory requirements don’t support sufficient long-term certainty or respond well to emerging issues/policy changes 
☐Plans don’t interact well together (e.g. duplication, decisions/timelines/asks conflict, and/or decisions aren’t sequenced in the right order across plans).
☐Don’t know
☐Other – please specify below

If you selected other, please specify below




Q23: What changes, if any, would help water companies to use planning frameworks more effectively to fulfil their duties and deliver their functions?
 
 



[bookmark: _Toc190279974][bookmark: _Toc190890596]Section 3: Questions on Chapter 3 – The Regulators

[bookmark: _Toc190890597]Introduction

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:
· The Environment Agency (EA) in England and Natural Resources Wales (NRW) in Wales - the principal environmental regulators
· The Drinking Water Inspectorate - the drinking water regulator who ensures the quality and sufficiency of public drinking water supplies
· 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:
· Whether it is necessary to review the respective statutory duties and responsibilities of regulators
· Whether government guidance to the regulators should be strengthened
· Whether new or expanded regulatory coordination mechanisms could be introduced
· Whether it is necessary to review the capability and funding arrangements and of the regulators
· Any views on options around merging regulators or establishing new authorities


Q24: How would you rate the performance of the water regulatory framework?
☐Performing very well 
☐Performing well 
☐Performing averagely 
☐Performing poorly  
☐Performing very poorly
☐Don’t know

Q25: To what extent do water regulators coordinate effectively in the regulation of the water industry? 
☐To a great extent
☐To some extent
☐Very little
☐Not at all
☐Don’t know

Q26: What changes, if any, do you consider are needed to the framework of water regulators to improve the regulation of the water industry? Please consider both potential benefits and costs of any proposed changes. 
Please answer and explain below, providing supporting examples or evidence, where possible




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)




[bookmark: _Toc190279975][bookmark: _Toc190890598]Section 4: Questions on Chapter 4 - Economic regulation
[bookmark: _Toc190890599]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 managing wastewater, as well as broader environmental, public health and economic growth outcomes. 
 
When answering these questions, please provide supporting examples or evidence, where possible.

Q28. To what extent do you think the economic regulatory framework is delivering positive outcomes?
☐To a great extent
☐To some extent 
☐Very little
☐Not at all
☐Don’t know

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




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




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
 


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
 



Q33. What, if any, changes could be made to the Price Review Process on assessing and setting the Weighted Average Cost of Capital (WACC) to effectively attract investment in the water industry? 
Please answer and explain below, providing supporting examples or evidence, where possible
 



Q34. What, if any, changes could be made to the Price Review process on assessing and setting performance incentives to effectively secure infrastructure delivery? This could be across Outcome Delivery Incentives (ODIs) 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



[bookmark: _Toc190279976][bookmark: _Toc190890600]

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[footnoteRef:2], 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.   [2:  Ofwat bills data provided directly to the Independent Water Commission. The reduction is calculated between 2014-15 and 2022-23] 


The Commission is seeking views on potential changes in relation to the fairness of water bills. This includes, but is not limited to:
· 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. 
· Increasing the use of smart water meters to help customers better understand their water usage and improve water efficiency. 
· 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)
☐To a great extent
☐To some extent 
☐Very little
☐Not at all
☐Don’t know 

Q36. What, if any, changes would help ensure customers are paying fairly for the water they use?  (Please select all that apply)
☐No changes are needed
☐Improve transparency for customers on how money from bills is used 
☐Increase the use of smart water meters
☐Explore innovative water charging (such as rising block tariffs or other innovative tariffs) to support affordability and/or efficient use of water.
☐Don’t know
☐Other (please specify)

If you selected other, please specify below 





[bookmark: _Toc190890601]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 communication, 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:
· Ensuring that customer matters are investigated and, where necessary, enforcement action taken, to incentivise water companies to improve their service provision. 
· Increasing the accountability of water companies’ handling of complaints to drive an improved experience for customers. 
· 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.
· Ensuring that water companies proactively offer support to customers who may be eligible. 

Q37. To what extent does the regulatory framework protect customers from poor service?  
(Please select one)  
☐To a great extent
☐To some extent 
☐Very little
☐Not at all
☐Don’t know

Q38. To what extent does the regulatory framework ensure that vulnerable customers are effectively supported?
☐To a great extent
☐To some extent
☐Very little 
☐Not at all
☐Don’t know

Q39. What, if any, changes to the regulatory framework would better incentivise water companies to deliver and maintain high customer standards? (Please select all that apply)
☐No changes are needed
☐Ensure customer matters are investigated and, where necessary, enforcement action taken.
☐Greater accountability for water companies’ handling of complaints.
☐Don’t know 
☐Other (please specify)

If you selected other, please specify below 




Q40. What, if any, changes to the regulatory framework would improve support for customers in vulnerable circumstances? (Please select all that apply)
☐No changes are needed
☐Introduce a single social tariff for England and Wales. 
☐Ensure a proactive approach by water companies in identifying customers eligible for additional support
☐Don’t know
☐Other (please specify)

If you selected other, please specify below 
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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)
· Changes to the Special Administration Regime (for example, Ofwat providing guidance on SAR thresholds)

Q41. To what extent is change required to the economic regulatory framework to support water companies’ financial resilience? 
☐To a great extent
☐To some extent
☐Very little
☐Not at all
☐Don’t know

Q42. Which of the following changes to the economic regulatory framework, if any, would improve outcomes for the water industry?  (Please select all that apply)
☐No changes are needed
☐Changes to the Price Review process to support financial resilience
☐Changes to the oversight of water company debt (for example, ‘capping’ company debt levels)
☐Changes to financial oversight of companies (for example, moving to a more supervisory model as defined in the Call for Evidence)
☐Changes to the way in-distress companies are managed (for example, providing the water regulators additional discretion in their enforcement regime)
☐Changes to the Special Administration Regime (for example, providing guidance on the thresholds for the SAR)
☐Don’t know
☐Other (please specify)
[bookmark: _Toc190279979]If you selected other, please specify below
 



Q43. Do you think there is evidence on the historical relationship between debt, dividends, and expenditure at water companies that the commission should be looking at? 
Please answer and explain below, providing supporting examples and evidence, where possible.
 




[bookmark: _Toc190890603]Investment 
In 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: 
· Changes to the Price Review process to support investment
· 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. 

Q44.To what extent does the economic regulatory framework support or hinder investment into the sector? 
☐Significantly supports investment
☐Somewhat supports investment
☐Neither supports nor hinders investment
☐Somewhat hinders investment
☐Significantly hinders investment
☐Don’t know
Q45. How do financial returns in the water sector compare to other similar sectors (for example, energy)? 
Please answer below and provide evidence and examples, where possible. 




Q46. What options, if any, would incentivise investment in the water sector? Please answer below and provide evidence and examples, where possible. 




Q47. How does the public and political portrayal of water companies in the media and elsewhere affect the attractiveness of the water sector to investors? 
☐Positively affects the attractiveness of the water sector to investors
☐Does not affect the attractiveness of the water sector to investors
☐Negatively affects the attractiveness of the water sector to investors
☐Don’t know
☐Other (please specify)

If you selected other, please specify below




[bookmark: _Toc190279980]

[bookmark: _Toc190890604]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:
· 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)
· Changes to the business retail market, to focus on where it is most beneficial (for example, limiting the business retail market to large customers)
· Changes to the business retail market, to ensure efficient use of water (for example, updating water tariffs)
· 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. 

Q48. To what extent should further competition in the water industry be encouraged through regulation? 
Please answer below and provide evidence and examples, where possible. 




Q49. Which of the following schemes, if any, have failed to provide effective levels of competition and efficiency? (Please select all that apply)
☐New Appointments and Variations (NAVs)
☐Self-Lay Providers (SLP)
☐Business Retail Market
☐Water bidding market
☐Bioresources market
☐Direct Procurement for Customers (DPC)
☐Specified Infrastructure Projects Regulations (SIPR)
☐None
☐Don’t know

Q50. Which of the following changes to competition schemes, if any, would improve outcomes for the sector? (Please select all that apply)
☐No changes are needed
☐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)
☐Changes to the business retail market, to focus on where it is most beneficial (for example, limiting the business retail market to large customers)
☐Changes to the business retail market, to ensure efficient use of water (for example, updating water tariffs)
☐Don’t know 
☐Other (please specify)

If you selected other, please specify below





Q51: To what extent would greater market tendering of infrastructure delivery projects improve outcomes? 
Please answer below and provide evidence and examples, where possible. 
 





[bookmark: _Toc190279981][bookmark: _Toc190890605]Section 5: Questions on Chapter 5 - Water Industry Public Policy Outcomes
[bookmark: _Toc190890606][bookmark: _Toc190279982]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).   
 
Q52. Do you believe that legal and/or regulatory requirements would benefit from review or consolidation? If so, please explain your answer and provide evidence and examples, where possible 

Space for written response 



[bookmark: _Toc190890607]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.

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: 
· A review 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

Q53. Do you believe that the system of environmental regulation, monitoring and enforcement is ensuring water company compliance with environmental standards?
(Please select one)  
☐To a great extent
☐To some extent 
☐Very little
☐Not at all 
☐Don’t know

Q54. Which of the following changes to water industry environmental regulatory requirements, if any, would improve outcomes from the sector? (Please select all that apply)
☐No changes are needed
☐A review and rationalisation of the water industry environmental legislative framework
☐Legislative reforms to address current and emerging threats
☐Don’t know
☐Other (please specify)

If you selected other, please specify below.



Q55. Which of the following changes to the water industry environmental regulation, monitoring and enforcement framework , if any, would improve outcomes for the sector? (Please select all that apply)
☐No changes are needed
☐Enhanced monitoring, including reform of operator self-monitoring
☐Expanded use of inspections and audits
☐Swifter enforcement
☐Don’t know
☐Other (please specify)
If you selected other, please specify below.







[bookmark: _Toc190279983]

[bookmark: _Toc190890608]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 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:
· Whether updates to drinking water quality standards are necessary to ensure that world leading standards are maintained
· Whether any changes to DWI’s regulatory powers should be explored to better regulate new water supply mechanisms and approaches 
· Addressing regulation 31 supply chain challenges to support innovation

Q56. What changes, if any, could be made to the drinking water regulatory system to maintain world leading drinking water quality? (Please select all that apply)
☐No changes are needed
☐Updates to drinking water quality standards
☐Changes to DWI’s regulatory powers to better regulate new water supply mechanisms and approaches
☐Addressing regulation 31 supply chain challenges to support innovation
☐No changes needed
☐Don’t know 
☐Other (please specify)
If you selected other, please specify below.






[bookmark: _Toc190890609]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 no 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

Q57. To what extent is the overall water regulatory framework securing resilient long-term supplies of water?
(Please select one)  
☐To a great extent
☐To some extent 
☐Very little
☐Not at all
☐Don’t know

Q58: What changes, if any, could be made to the overall water regulatory framework to ensure it can secure a resilient long-term supply of water? (Please select all that apply)
☐No changes are needed
☐Integrated water management framework to improve the management of the water system
☐Changes to regulatory responsibilities or introduction of new requirements or standards to oversee delivery 
☐Abstraction reform
☐New water demand and efficiency policies
☐Don’t know
☐Other (please specify)

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






[bookmark: _Toc190279985][bookmark: _Toc190890610]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. 

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)

Q59. To what extent does the overall water regulatory framework support or hinder infrastructure resilience? When considering your answer, please think about future pressures including factors such as climate change and population growth.
☐Significantly supports infrastructure resilience
☐Somewhat supports infrastructure resilience
☐Neither supports nor hinders infrastructure resilience
☐Somewhat hinders infrastructure resilience
☐Significantly hinders infrastructure resilience
☐Don’t know

Q60. To what extent does the overall water regulatory framework support or hinder infrastructure security? When considering your answers, please think about evolving security threats such as cyber security. 
☐Significantly supports infrastructure security
☐Somewhat supports infrastructure security
☐Neither supports nor hinders infrastructure security
☐Somewhat hinders infrastructure security
☐Significantly hinders infrastructure security
☐Don’t know

Q61. To what extent does the overall water regulatory framework support or hinder effective management of supply chain risks? When considering your answers, please think about disruption in and constraints from supply chains.
☐Significantly supports effective management
☐Somewhat supports effective management
☐Neither supports not hinders effective management or 
☐Somewhat hinders effective management
☐Significantly hinders effective management
☐Don’t know

Q62. What changes, if any, could be made to the overall water regulatory framework to better support infrastructure resilience? (Please select all that apply)
☐No changes are needed
☐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)
☐Don’t know
☐Other (please specify)
If you selected other, please specify below 




Q63. What changes, if any, could be made to the overall water regulatory framework to better support infrastructure security? (Please select all that apply)
☐No changes are needed
☐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 (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)
☐Don’t know 
☐Other (please specify)

If you selected other, please specify below
 




Q64. What changes, if any, could be made to the overall water regulatory framework to better manage risks from supply chains? (Please select all that apply)
☐No changes are needed
☐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)
☐Don’t know 
☐Other (please specify)

If you selected other, please specify below 





[bookmark: _Toc190890611]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
 
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: 
· Changes to the way companies and regulators approach risk (for example, introducing a regulatory ‘sandboxing’ tool)
· 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. 

Q65. To what extent does the overall water regulatory framework currently support or hinder innovation? 
☐Significantly supports innovation
☐Somewhat supports innovation
☐Neither supports nor hinders
☐Somewhat hinders innovation
☐Significantly hinders innovation
☐Don’t know

Q66. Which of the following changes in the sector, if any, would enable innovation outcomes? (Please select all that apply)
☐No changes are needed
☐Changes to the way companies and regulators approach risk (for example, introducing a regulatory ‘sandboxing’ tool)
☐More outcome based 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)
☐Don’t know
☐Other (please specify)

If you selected other, please specify below





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



[bookmark: _Toc190279986]

[bookmark: _Toc190890612]Section 6: Questions on Chapter 6 - Ownership
[bookmark: _Toc190890613]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 Dŵr Cymru Welsh Water’s not-for-profit model has been, and what the risks associated with this model are.

Q68. What impact, if any, has consolidation of water companies had on their performance?




Q69. What impact, if any, does whether or not a water company is listed on the stock exchange have on their performance? 
 





Q70. What impact, if any, do complex company structures like Whole Business Securitisation have on water company performance? 






Q71. What impact, if any, does the type of investor (for example, private equity firms, pension funds) have on water company performance? 
 






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.
Q72. How effective has Dŵr Cymru Welsh Water’s not-for-profit model been in driving improved outcomes?






Q73. What are the risks associated with Dŵr Cymru Welsh Water’s not-for-profit model? 
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