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Thank you for your letter of 21 May 2014 regarding the Strategic Review of Water Charges
2015 to 2021. I am pleased that your Committee has been able to take evidence on the
plans underway for the next regulatory period for improvements to water and sewerage
services. I hope the session was informative and that your Committee is reassured that the
preparations being made for the next regulatory period have been systematic and thorough.

Household Debt

It is widely recognised that Scotland has the most progressive system for charging for
domestic water and sewerage services. By linking charges to Council Tax Banding, we are
able to ensure that, broadly speaking, charges are linked to an ability to pay. This means
that a Band H property pays three times that of a Band A regardless of the actual amount of
water used. The availability of discounts and exemptions for certain types of households
provides further protection for many low income households. As a consequence of our
policies and Scottish Water's excellent performance, we are able to ensure that average
household charges are amongst the lowest in the UK. The Committee may be interested to
note that recent customer research published by Consumer Futures 1 (now Citizens Advice
Scotland) has concluded that customers are content with these arrangements.

I recognise, however, that household water debt may be a problem for some vulnerable
customers. Before any further measures are considered, the Scottish Government needs to
understand the debt issues associated with these households and the implications of any
additional measures including the ability of the generality of customers, many of whom may
also be struggling to meet household bills, to absorb the additional costs. For these reasons,
a long-term charging group will be established to investigate these matters. This group will

1 hUp:llwww.consumerfutures.org.uk/reports/a-maUer-of-principles-research-into-household-aUitudes-towards-
paying-for -water -in-scotland
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include relevant stakeholders including Scottish Water, Citizens Advice Scotland and the
Water Industry Commission for Scotland.

Exemption Scheme

I am aware of the concerns of third sector organisations about the proposed changes to the
exemption scheme. I am currently considering proposals for a new scheme and will
announce these in the context of the wider framework for the next regulatory period. I
expect to make decisions within the next month and will ensure that the Committee is
informed.

Non-regulated Market

The Government is supportive of retail competition in the non-household sector. As you will
be aware, competition was enabled by the Water Services etc (Scotland) Act 2005 and has
delivered significant savings and improvements in service for business customers. Two
thirds of customers now have lower bills as a result, half are on e-billing and over £28m of
discounts are available to customers each year. Over £19m has been saved through water
efficiency advice and measures. This model is to be introduced in England and Wales. In
the run-up to market opening in 2017, Scottish Water Business Stream is facing increasing
competition. Whilst I am concerned about the effect of competition, it is our duty as the
owners of Business Stream to ensure that it can compete effectively in this market to provide
Scottish business, and in due course those in England and Wales, with competitive offers on
price and service.

Review Customer Forum

I note your Committee's interest in the independent review of the Customer Forum and the
benefits that it has brought to the negotiations with Scottish Water on price and levels of
service. Once the review is complete, we will ensure that Committee is informed.
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