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 29 October 2012 
 
 
Dear Mr Gibson 
 
Thank you for your letter of 8 October about the Financial Memorandum to the Water 
Resources (Scotland) Bill. 
 
Your letter requested clarification on paragraph 103 of the Financial Memorandum and in 
particular the following two sentences: 
“Other areas of the Bill are enabling in nature and hence do not directly impose costs. As a 
consequence the concept of margins of uncertainty does not apply as it would when new 
costs are imposed.” 
 
This part of the Financial Memorandum was referring to the provisions of the Bill (contained 
in Parts 4 and 6) that provide powers for Scottish Water to access premises to inspect and 
monitor factors that may be affecting the quality of raw water or inputs into the sewerage 
system.  The purpose of these powers is to enable Scottish Water to identify and address 
pollution at or closer to source where Scottish Water considers that doing so is more cost 
effective than subsequent treatment, thus allowing it to seek out solutions that allow them to 
provide services to customers in a more cost effective way.  The exercise of these powers is 
discretionary - Ministers expect that these powers would only be utilised where the benefits 
exceed the costs involved.  
 
Your letter also requested clarification on the issues raised by the Scotch Whisky 
Association (SWA) regarding estimated costs.  In their response, the SWA requests an 
explanation of the estimate of £100,000 p.a. on staffing and administration for policy 
implementation going forwards.  This cost has been derived from an analysis of the resource 
required to deliver the aspects of the Bill that fall to Scottish Ministers and in particular the 
duty that would be imposed on Ministers by Part 1 of the Bill.  The first steps that Ministers 
intend to take were laid out in the consultation earlier this year, such as setting up and 
providing secretariat to the Hydro Nation Forum, and it is the implementation of these steps 
that has been costed. 
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With regards to the provisions on the control of water abstraction in Part 2 of the Bill, the 
SWA enquire whether any comparison has been made against other licence cost 
frameworks to ensure value for money and also request that any BRIA takes into account 
the consultancy time that may be required to provide relevant information for an application.  
I can confirm that preliminary work has been carried out to identify the costs of administering 
renewable energy consents as a comparator for the abstraction licence regime proposed in 
the Bill.  I can further confirm that the BRIA committed to in paragraph 121 of the Financial 
Memorandum (that will accompany regulations setting out the procedures for applying for a 
water abstraction above 10 megalitres a day) will capture the costs incurred by applicants, 
including any consultancy that may be required by them.  We will continue to liaise with the 
SWA and other stakeholders regarding the more general comments they have made about 
the proposed regimefor large water abstractions. 
 
Finally in their submission the SWA highlights that the potential financial cost to the industry 
during the time a Water Shortage Order is in place is significant. Water Shortage Orders are 
intended to mitigate the consequences of naturally occurring temporary water shortages, 
which could potentially be more severe for the industry if not abated by an Order.  We of 
course recognise that any temporary water shortage that is severe enough to impact on the 
production processes of the Scotch Whisky industry has the potential to have a significant 
financial cost on the industry and indeed more widely on the Scottish economy.  We cannot 
control the occurrence of such shortages but, as set out in the Policy and Financial 
Memorandums, the proposed Water Shortage Orders offer a number of improvements over 
existing arrangements for managing water shortages and these improvements will deliver 
greater security of supply to Scottish Water’s customers whenever a temporary water 
shortage occurs.  Whisky distillers or any other business or industry affected by a proposed 
Water Shortage Order will have the right to make representations about it, and Ministers 
must consider such representations when deciding to make an Order. 
 
I trust this letter provides your Committee with the information it needs to complete its 
consideration of the Financial Memorandum for the Water Resources (Scotland) Bill but if 
you have any further queries I will be happy to answer them.   
 
Yours sincerely 
 
 
 
Christina Phillips 


