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Dear Christina Phillips 
 
Water Resources (Scotland) Bill: Financial Memorandum 
 
The Finance Committee recently considered the Financial Memorandum (FM) of the 
Water Resources (Scotland) Bill. To inform its approach the Committee sought 
written submissions from a range of stakeholders. In its response to the Committee 
the Scotch Whisky Association (SWA) raised a number of issues regarding the 
estimated costs and the Committee agreed to seek clarification directly from the Bill 
team on these aspects. I have attached the submission from the SWA and I would 
be grateful for your response to the points it raises.  
 
In addition to the points raised by the SWA, the Committee would welcome your 
comments on the reference to the margins of uncertainty as set out in the FM. As 
you are aware, Rule 9.3.2 of the Standing Orders states that an FM accompanying a 
Bill should set out— 

 
“the best estimates of the administrative, compliance and other costs to which 
the provisions of the Bill would give rise, best estimates of the timescales over 
which such costs would be expected to arise, and an indication of the margins 
of uncertainty in such estimates.” 

The Committee would welcome clarification on paragraph 103 of the FM and, 
specifically, the sentences highlighted in bold (set out below) in the light of the 
Scottish Government‟s own guidance on Financial Memoranda. Paragraph 103 
states that— 



 

 

 
“Many of the requirements under the Bill will be delivered by the aligning of 
existing work plans and budgets with the new duties. Other areas of the Bill 
are enabling in nature and hence do not directly impose costs. As a 
consequence the concepts of margins of uncertainty does not apply as 
it would when new costs are imposed. Where new costs are imposed by 
the Bill, such as the requirement of landlords to notify licensed providers, a 
range of costs is provided to demonstrate the uncertainty in the estimate.”1 
[emphasis added] 

Paragraph 12 of the Scottish Government‟s guidance on Financial Memoranda that 
accompany Scottish Government Bills states that— 

“Costings should not be omitted because final decisions have still to be made. 
Where this is the case a range of costs should be provided reflecting the 
possible options. Where a Bill proposes powers dependent on secondary 
legislation (or further primary legislation), it may not be possible to be precise. 
In these cases, the Memorandum should say so. However, this should be 
supported by an outline of the SG's current intentions, the financial 
implications of these intentions, and the effect of varying the major 
assumptions.” 

 
I would be grateful for a response by Friday 26 October in order that it can be 
forwarded to the lead committee in time for its evidence session with the Cabinet 
Secretary. 
 

 
 
Kenneth Gibson MSP 
Convener 
 

                                            
1
 Water Resources (Scotland) Bill. Financial Memorandum, para. 103 

http://www.scotland.gov.uk/Topics/Government/Finance/spfm/GuidanceNotes/fgn0901
http://www.scotland.gov.uk/Topics/Government/Finance/spfm/GuidanceNotes/fgn0901


 

 

SUBMISSION FROM THE SCOTCH WHISKY ASSOCIATION 
 
Introduction  
 
1. The Scotch Whisky Association (SWA) is the industry‟s representative body, 
with a remit to protect and promote Scotch Whisky worldwide. Its member 
companies, Scotch Whisky distillers, blenders and bottlers, account for over 90% of 
the industry.  
 
2. Scotch Whisky is Scotland‟s leading single product export. Annual shipments 
in excess of £4.2bn in customs value represent almost 80% of Scotland‟s and 25% 
of the UK‟s food and drink exports.  Around 35,000 people are directly employed or 
supported by the industry and exports contribute over £134 per second to the UK 
balance of trade. 
 
3. As an industry, we have been committed to a far reaching and ambitious 
environmental strategy since 2009 and have invested over £160 million at five sites 
alone since 2008 in environmental measures to secure and improve Scotch Whisky‟s 
environmental sustainability.  
 
4. Our high quality reputation and branding are inextricably linked to Scotland‟s 
quality water environment.  The majority of water used at distilleries is for cooling 
purposes and is therefore borrowed and returned to the water environment 
unchanged.  
 
5. The Association is delighted to have the opportunity to respond to the Finance 
Committee‟s consultation on the Water Resources (Scotland) Bill. We have provided 
answers to only some of the questions posed by the Committee but wish to ensure 
that the final legislation does not undermine the existing arrangements regarding 
private water abstraction on which businesses have built and sustained success.  
 
Costs  
 
Do you consider that the estimated costs and savings set out in the Financial 
Memorandum, and the timescale over which they are projected, are reasonable 
and accurate? 
 
6. The financial memorandum estimates that on an annual basis, the cost to the 
Scottish Government to administer the Water Industry in Scotland will be £100,000 
for policy implementation and reporting which will come from the existing budget. 
The SWA would welcome a more detailed explanation on the breakdown of this 
figure.  
 
If the Bill has any financial implications for your organisation or your 
members, do you believe that these have been accurately reflected in the 
Financial Memorandum? If not, please provide details?  
 
7. We believe there will be costs arising for businesses as a direct result of the 
Bill via Part 2: Control of Water Abstraction and Part 7: Water Shortage Orders. 



 

 

Companies may have to amend and review both short and long term investment 
strategies in light of any decisions made in either of these areas.  
 
8. The financial memorandum that accompanies the Bill states that: „As a result 
of growth in the distilling industry and the potential for large water users to be 
attracted to Scotland, it is estimated that there will be between five to ten 
applications to Ministers over the next five years for new or increased abstractions.’  
 
9. Although the Scotch Whisky industry uses a significant amount of water, 
37,024,340m3 in 2010, the majority is returned to the environment. For example, 
only 34% of water used in malt distilleries is retained while 66% is returned to the 
environment. We therefore seek clarification that the water abstraction limit covers 
actual water consumption, rather than just total water abstraction.  We ask that the 
Scotch Whisky industry is made exempt from the abstraction provisions of the Bill or 
that the abstraction threshold focuses on consumptive water rather than total 
abstraction to avoid a financial cost to businesses.   
 
10. With regard to the cost of licenses, the Scottish Government estimates that 
administration of licences for water abstraction in excess of 10 megalitres per day 
will cost between £1500 and £3000. The SWA would welcome information regarding 
whether any comparison has been made against other licence cost frameworks to 
ensure value for money.   
 
11. In addition, we believe that there will be significant cost to businesses to 
provide the relevant information for the Scottish Government to assess requests for 
a water abstraction license. This work will likely require consultancies‟ time as the 
expertise may not be available internally.  We would wish any BRIA to take account 
of these costs.  
 
Do you believe that the Financial Memorandum reasonably captures costs 
associated with the Bill? If not, which other costs might be incurred and by 
whom?   
 
12. The SWA is broadly supportive of the proposals surrounding Water Shortage 
Orders but it is important that measures are implemented in a phased approach with 
early engagement with key sectors, including the Scotch Whisky industry, as we are 
reliant on a constant supply of high quality water.  
 
13. The potential financial cost to the Scotch Whisky industry during a Water 
Shortage Order is significant given that as a food manufacturer we must comply with 
European food law at all times and require a minimum level of water to protect both 
the safety and quality of our products e.g. cleaning equipment and vehicles. We 
would hope any of the mandatory water saving measures would take cognisance of 
other legislative requirements e.g. food hygiene. We suggest that the Bill should 
include an exemption for activities which take place in compliance with hygiene 
and/or health and safety legislation, as the financial ramifications of such an event 
could cause problems for our industry.   
 
 
 



 

 

Conclusion 
 
14. Thousands of jobs, local economies and exports rely on the ability of our 
industry to secure good quality water. We are a key water user that can only be 
based in Scotland and we support policies that will ensure that our national water is 
fit for purpose, free from pollutants and maintains its reputation for good quality.  
 
15. We are broadly supportive of this Bill but believe that more information is 
required in a number of areas specified above. We also hope that clarification can be 
provided regarding water abstraction licenses and whether it covers consumptive 
use of water rather than just total water abstraction.  
 
 


