	
	
	



Independent Water Adoption Panel
Water UK
36 Broadway
London 
SW1H 0BH
17 February 2023
F.A.O. Michael Deakin
Ofwat
Centre City Tower
7 Hill Street
Birmingham
B5 4UA
By email only to Michael.Deakin@ofwat.gov.uk

Dear Michael
Independent Water Adoption Panel (‘the Panel’)
Change Proposal by Fair Water Connections: Provision of Service Connection Meters
I write further to the above and to the Change Proposal (‘the Proposal’) submitted to the Panel by Fair Water Connections (‘FWC’) and published on the Panel’s website on 28th September 2022.  
The Panel has now considered the Proposal and I have set out below the details of the Proposal, the Panel’s process for consideration of it, and finally the Panel’s recommendation to Ofwat on the proposal.
I enclose a copy of the Proposal with this letter as an appendix and for ease of reference.
The Proposal
In the Change Proposal form submitted to the Panel, FWC stated that: Companies require a meter, for charging purposes, to be fitted on each new connection. Whilst many companies make the provision of such meters a contestable activity (i.e. SLPs are free to purchase meters themselves) around a third of companies specify that the meters need to be obtained through themselves, or their nominated supplier. SLPs have, on a number of occasions, found difficulties in being able to deliver new water connections in accordance with their developer customer’s build profile because supplies of non-contestable (so company provided) meters have been restricted. This has caused SLPs to incur one-off meter pick-up costs, and delays, through only being allowed to get a few meters at a time.
Hence this change proposal is aimed at addressing procedural shortcomings to ensure that when a company makes meter provision a non-contestable activity this does not disadvantage SLPs.
FWC proposed the following changes to the Code documentation:
· Section 3.2 of the Water Sector Guidance - Annual Contestability Summary: a new category (preferably immediately after the current “construction of new mains and service connections”) called: “Purchase of service connection meters from own supplier”. This to be shown:- 
· (unlikely to arise) in green should the SLP be free to select their own meter; and, 
· in amber when a SLP is free to purchase meters themselves to a company specification (as prescribed in Section 22 of the DCS); and, 
· in red where meters have to be supplied by a company or their nominated supplier.
· Stage 7 (Make Water Connection) of the Water Procedures by:
· Adding new note after Note 7.0 This note to read:- Where service connection meter provision is non-contestable a water company shall  ensure that a SLP is able to call off, and be supplied with, meters in such quantities as are necessary for them to complete the works covered by the Agreement (or whatever lower number of meters is said to be necessary by the SLP for them to complete connections in accordance with the envisaged developer’s build programme). 
· Adding a further new note (after Note 7.8) This note to read:- Where service connection meter provision is non-contestable and a SLP has either not been able to obtain requested meters, or the supply is so restricted as to lead to them incurring additional delivery/pick-up charges, the SLP can proceed with making service connections and fitting a plug instead of a meter. Where this arises the connection notification from the SLP shall inform the water company of the situation with the subsequent meter fitting to be arranged by the water company and at their cost.
The Panel’s consideration of the Proposal and consultation
The Panel considered the Proposal at meetings on 4 October 2022, 18 November 2022 and 9 February 2023.  

In considering the Proposal, the Panel has:
· discussed the Proposal at three meetings
· sought feedback from members’ companies
· asked for additional information from FWC to clarify the problem definition for the proposal and explain the scale of the issue across the sector 
· consulted with FWC on its proposed recommendation.

The minutes of the Panel’s meetings when the Proposal was discussed are also enclosed as appendices. The document setting out the additional information provided by FWC in response to the Panel’s request is also enclosed.

The Panel concluded that, as the proposal did not raise any water quality issues, it was not necessary to consult with the DWI on the proposal.  

On 20 December 2022, the Panel wrote to FWC to advise of its proposed recommendation to Ofwat.  In response to this, FWC submitted a further document to the Panel, objecting to its proposed recommendation and asking that the Panel extend the deadline for submission of its response in order to consider the objection.  The Panel subsequently agreed with Ofwat to extend the deadline for the response until 17 February 2023 to allow it to consider FWC’s objections at its next meeting.  A copy of the Panel’s original draft recommendation, together with FWC’s document setting out its objections to the Panel’s draft recommendation, are also enclosed.
 
The Panel’s recommendation to Ofwat

In accordance with its Terms of Reference, the Panel has assessed the Change Proposal in terms of:  
(a) the need for the change, for example, is it a service improvement or is it needed to address a particular issue;  
(b) consistency with the principles and objectives of the Code, and any relevant statutory or regulatory requirements; and 
(c) the impact of the change (be it positive and/or negative) on Customers and on Sewerage Companies.

In reaching its decision on the Proposal, the Panel has taken into account the following issues:
· The proposal related to two issues around the procurement of meters and the contestability of activities around this; and liability for compensation for costs incurred by SLPs due to meter supply issues. 
· In relation to contestability, the Panel agreed that while the installation of meters was likely to be a contestable activity, the procurement of meters was not contestable and it was important that those issues were not conflated.  
· However, the Panel accepted that there was scope for water companies to provide more clarity around meter procurement in their Annual Contestability Statement (ACS).  This would be best addressed by making an amendment to Section 3.2 of the WSG to require companies to explain this in their ACS, rather than the more prescriptive amendment proposed by FWC.
· In relation to compensation, the Panel noted that there was a question of whether the financial risk of meter supply issues is balanced fairly between water companies and SLPs, who may be less able to bear additional costs.  
· In addition, liability for costs or compensation could be negotiated with water companies on a case by case basis, via the Model Adoption Agreement or some other form of dispute resolution.  There was not sufficient justification to recommend a permanent change to the WSG when there are other avenues for redress already available.
· Water companies and SLPs should engage constructively to identify and resolve any potential supply issues, and this is best achieved through a collaborative approach rather than amending the WSG to make it overly prescriptive. 
Therefore the Panel concluded that, although it was not persuaded to recommend the specific change to Section 3.2 set out in the Proposal (for the reasons given above), the Code could be improved to address the issues raised by FWC in this area.  In reaching this conclusion, the Panel took into account the objections raised by FWC and its proposed alternative wording.  

The Panel’s recommendation is that a change is made to Section 3.2 of the WSG to address the issue raised by the change proposal.  The Panel recommends that a new clause 3.2.9 is added to Section 3.2 as highlighted in red below: 

3.2 Annual Contestability Summary 

3.2.1 Upon first implementation of the Water Sector Guidance, and each year thereafter or more frequently, each Water Company shall publish on its website a statement regarding the activities which it considers to be Contestable. This will be known as an “Annual Contestability Summary (“ACS”). The template for companies’ ACS documents appears in table 3.2 below and no company’s ACS will allow fewer activities to be Contestable than are so marked on that table, as amended from time to time. 
3.2.2 Each Water Company’s ACS will be accompanied by indicative information about steps that an SLP would need to take to carry-out higher risk tasks-shaded amber on table 3.2. 
3.2.3 It is expected that over time, the template ACS will be modified in the light of experience and changing Accreditation requirements to increase the scope of activities available for SLPs to undertake. 
3.2.4 The activities appearing in green on table 3.2 shall always be Contestable (i.e., marked green) on individual Water Companies’ ACS. 290622 
3.2.5 The activities considered Contestable by a Water Company in its ACS shall not in any event be fewer than those permitted to be carried out by SLPs in that company’s area before the date on which this WSG comes into effect. 
3.2.6 In advance of publication, the ACS will be discussed with relevant Customers in a Water Company’s area. Water Companies shall publish their ACS on their website no later than 4 weeks before it takes effect, to allow sufficient time for SLPs to amend their processes if required. 
3.2.7 A Water Company will explain within its ACS where it has used its discretion to include an activity within the red category and ensure this is published on its website. 3.2.8 Where providing an adequate Site supply requires Network Reinforcement, elements of this work should be considered as Contestable subject to the scope of works required and impact on existing end-user customers. This concerns additional works to extend from the nearest Point of Connection of suitable size to a more distant Point of Connection specified by the Water Company. Charges shall be by agreement between the SLP and the Water Company and with reference to Water Company Charging Arrangements.
3.2.9. Each Water Company shall publish details of how SLPs are to procure meters in its area in, or as an appendix to, its ACS, including whether customer meters must be procured either:
- direct from the Water Company; 
- direct from the Water Company’s nominated supplier; or 
- from a supplier chosen by the SLP (to a Water Company meter specification)

The Panel’s recommendation is that the proposed change to Stage 7 is not accepted for the reasons set out above.

As the change is relatively minor, the Panel is mindful that making frequent small changes to the Code documentation could cause confusion.  Therefore, the Panel recommends that the change itself should take effect from 1st April 2023.  This is in line with the commencement of water undertakers’ new charging year and allows time for undertakers to make any changes to their own documentation required by the change.   

This decision reflects the consensus of all members of the Panel following consideration of the Proposal at the meeting on 18th November 2022. This recommendation was made on the basis that it improves services for customers and SLPs, encourages efficiency, clarifies companies’ policies and supports consistency across the Code documentation.  The Panel was satisfied that the change proposed enables the DCG to better meet the principles of the Code. 

I confirm that a copy of this letter has been sent to FWC and has also been published on the Panel’s website.  
If you require any further information or if the Panel can assist any further regarding the Proposal, please let me know.
Yours sincerely,
Victor Olowe
Chair 
Independent Water Adoption Panel
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