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Purpose of Report 

To inform Committee of the main proposals of the Draft Water Services (Scotland) Bill and 
seek agreement to a proposed response to the issues raised by the Scottish Executive. 

Background 

Scottish Water was established by the Water Industry (Scotland) Act 2002 as a public 
corporation, responsible for providing all services on the public water and sewerage 
networks across Scotland. Ministers have maintained their commitment to retaining Scottish 
Water in the public sector (Programme for a Better Scotland, May 2003). Scottish Water is 
however expected to achieve significant improvements in efficiency so as to ease pressure 
on customer charges but must ensure an uninterrupted supply of wholesome drinking 
water, safe disposal of waste water and continuation of current charging arrangements for 
household customers. 

The Competition Act 1998 introduced a framework for competition in provision of all types 
of goods and services. The Scottish Executive has considered the implications for the water 
industry and concluded that in view of the potential risks to public health, interruption to 
public water supply and damage to public infrastructure, the possibility of anyone other than 
Scottish Water using the public networks to supply water or sewerage services (referred to 
as ‘common carriage’) should be precluded. 

The Executive has also concluded that, in view of the important links between water 
charges, Council Tax bands and discounts, there should be no retail competition in the 
household sector. 

It is considered, however, that competition should be allowed for meter reading and billing 
services for non-household premises. Safeguards would be required to ensure that 
pressures from retail competitors would not result in retailers getting better charges at the 
expense of other customers. To regulate this the draft Bill makes provision for a licensing 
regime covering water services and sewerage services. The role of the Water Industry 
Commissioner would be extended to ensure that appropriate standards of service are 
achievable by new entrants to the retail market and to cover Scottish Water’s wholesale 
charges to them. 

The Consultation Document also indicates that before it is introduced to the Scottish 
Parliament, Sections will be added to the Bill in relation to water discharging from 
abandoned coalmines. The new provisions will enable the Coal Authority to take direct 
action, enter land or compulsorily purchase land to deal with water emanating from an 
abandoned coal mine. 
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Sustainability Implications 

The Scottish Executive have given consideration to potential benefits of competition in the 
provision of water services but do not consider they should outweigh the risks relating to 
public safety, environmental damage, or safeguards to current charging regimes for 
householders. 

Co ns i de rat i o n s/P ro posa Is 

The Executive is seeking views on whether the details in the Bill provide adequate 
safeguards in respect of water supply and sewerage provision and current charging 
regimes for householders. Views are also sought on the detailed arrangements for licensing 
the permissible retail activities. Responses to the specific questions are detailed in the 
Appendix. 

As a general comment on the proposals for retail activities, the background notes mention 
the possibility of “modest benefits” to non-household customers and may include additional 
benefits about billing arrangements. The proposals will result in a mass of additional 
administration and significant increases in operational costs for the Commissioner‘s Office 
notwithstanding the costs involved in the consultation and Draft Bill process. It is therefore 
open to question whether these proposals will bring about any overall improvements for 
water and sewerage customers who, at the end of this process, will still be provided with 
their water and sewerage services by Scottish Water. 

Corporate Considerations 

The opening up to competition of retail activities may provide a choice of supplier to the 
Council for its non-domestic properties. 

Recommend at i o n 

That Committee is asked to 

1. 
2. 

Note the general provisions covered in the Draft Water Services (Scotland) Bill. 
Agree to respond to the questions raised by the Scottish Executive in the terms 
detailed in the Appendix to this report. 

David M. Porch 
DIRECTOR OF PLANNING AND ENVIRONMENT 

28November 2003 

Local Government Access to Information Act: for further information about this report, please 
contact Phi1 Gaunt on 01236 616252. 
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Appendix 

DRAFT WATER SERVICES (SCOTLAND) BILL - RESPONSE TO QUESTIONS 

I : Prohibition on common carriage 

Question: Do the provisions at sections 1 to 4 of the draft Water Services (Scotland) Bill 
achieve the objective of prohibiting common carriage? 

Response 
We strongly support the Executive's view that the possibility of risks to public health and the 
environment greatly outweigh any foreseeable benefits that might arise from competition in 
treatment services and we believe that the provisions of sections I - 4 of the draft Bill achieve the 
objective of prohibiting common carriage. 

2: Prohibition on retail competition for households 

Question: Do the provisions at sections 1(3), 3(3), 5 and 6 of the draft Water Services 
(Scotland) Bill achieve the objective of prohibiting retail competition for households? 

Response 
Yes. 

3: Licensing the provision of retail water and sewerage services 

Question: Do the provisions of sections 5, 7-13, 15 and the schedule of the draft Water 
Services (Scotland) Bill provide a reasonable basis for establishing and administering the 
proposed licensing regime. 

Response 
Section 13 of the draft Bill contains measures relating to the discontinuation of the supply of 
water to commercial premises. In the interests of public health it is recommended that the Bill is 
re-drafted to include a provision that the Local Authority is notified of any impending action in 
order that appropriate action may be taken. This could include the closure of any food premises 
found to be trading following discontinuation of the water supply. 

4: Setting wholesale charges 

Question: Do the provisions at section 14 of the draft Water Services (Scotland) Bill 
achieve the objective of ensuring that retailer's contribute towards Scottish Water's 
wholesale costs on a consistent and proportionate basis? 

Response 
No comment 



5: Thresholds 

Question: 
should they be set? 

Should the Bill include provisions for transitional thresholds, and if so how 

Response 
We would support the inclusion of provisions for transitional thresholds within the Bill on a similar 
basis to those previously adopted in other utility sectors. Unless a staged approach is taken there 
is the possibility of a massive increase in administrative work which may present difficulties for 
the new retailers and, probably more likely, Scottish Water which in turn would have an adverse 
impact on customers. 

6: Arrangements for transferring information about retail customers 

Question: 
information about retail customers 

Is it satisfactory to rely on non-statutory arrangements for transferring 

Response 
No comment. 

7: Licensing Scottish Water's retail activities 

Question: Will the requirement on Scottish Water to establish a retail subsidiary meet the 
objective that all retailers, including Scottish Water's retail arm, are treated equally for the 
purposes of the licensing regime? 

Response 
The proposal seems to be that the wholesale and retail activities are to be entirely separate and 
individually accountable. Does this mean the formation of a separate company? If so who would 
be accountable if unsatisfactory water was supplied to a food factory and this was linked to an 
outbreak of food poisoning? 


