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Introduction
The Scottish Government has issued a consultation paper "Modernising the Water
Industry's Use of Rateable Value to Charge Non−households for Water and Sewerage
Services". The consultation was issued on the 30th June and responses are to be
submitted by 231d September 2016.

2 Background
2.1 Water and Sewerage charges are levied by Scottish Water. For some properties

these are based on the current Rateable Value (RV) but for many they are based on
a historic RV. Generally the historic RV will be different from the current RV and
may be higher or lower thus meaning that similar properties with the same current
RV will have different Water and Sewerage charges.

2.2 The Government has previously stated its intent to introduce a consistency in the
charging by Scottish Water for Water and Sewerage and that from a date specified
by Ministers the most recently assigned RV would be used.

3 Consultation Paper
3.1 The current basis of charging by Scottish Water for Water and Sewerage charges is

unfair and inequitable. Currently Scottish Water uses a mixture of RVs which have been
determined at different points in time which can confuse and complicate businesses
when they are reviewing their liability. The outcome of this can mean that:

• A business can be charged Non Domestic Rate on its current RV (e.g. £30,000)
and Water and Sewerage on a historic RV (e.g. £20,000).

• Two business with the same current RV (e.g. £25,000) can have different
historic RVs (e.g. one with £15,000, the other with £40,000) and consequently
different liabilities for Water and Sewerage charges.

Other than custom and practice there is no explanation for the use of different RVs for
Water and Sewerage charges and Non Domestic Rates charges.

3.2 The consultation paper propose to introduce the requirement that the current RV is used
for Water and Sewerage charges with effect from 1st April 2018. This would reduce the
inconsistencies that currently exist in the billing process and standardise position across
the business community and between NDR charges and Water and Sewerage charges.

3.3 Analysis of the impact of the RV change on businesses' liability has been carried out
by Scottish Water and is summarised in the table I below:

TabIel
Number of Businesses

Bill I Bill I
Change I TOTALReduced Increased I

Less than
£100 to
£500 to

£100
£500

£1,000

37.39% 26.66% 64.05%
14.49% 10.99% 25.48%

2.75% 2.48% 5.23%



£1,000 to £5,000 2.34% 2.23% 4.57%
£5,000 to £10,000 0.21% 0.25% 0.46%
Greater than £10.000 0.08% 0.13% 0.21%

57.26% 1 42.74% I 100.00%

3.4 As can be seen from the analysis over half (57%) of those businesses affected will see
a reduction in their RV, with the remainder (43%) seeing an increase. Just undertwo−thirds

(64%) will see a change in their liability of less than £100, with a further quarter of
businesses having a change in liability of between £100 and £500.

3.5 A change of £100 in the liability is the equivalent of £2 per week for a business. From
the above analysis 64% will see a minor variation of less than £2 due to the change. For
a further 25% the change in liability for the business will be £2 − £10 per week.

3.6 By adopting the current RV Scottish Water will be altering the tax base for Water and
Sewerage charges. This would then affect the tax yield from the charge and the Scottish
Government intends to ensure that the impact is revenue neutral. Consequently the
Scottish Government will alter the poundage to ensure that the same revenue is raised
from the altered tax base. The Scottish Government believes that the change in the rate
poundage for Water and Sewerage would be approximately a 30% reduction.

3.7 The next rates revaluation will be applied with effect from 1st April 2017. It is proposed to
introduce the Water and Sewerage change with effect from 1st April 2018 and
consideration will be given to the introduction of a transitional protection scheme to
allow businesses affected time to adjust to the new liability.

3.8 Included in Appendix 1 are the questions posed within the consultation and the draft
responses. The consultation is primarily concerned with whether to adopt the current
RV as the basis of charging for Water and Sewerage charges and if there should be a
transitional scheme to allow businesses to adjust to the new liabilities.

4 Recommendation
The Committee is asked to

Approve the response to be submitted

Head of Revenue Service & E−Government Solutions

Members seeking further information on the contents o f this report are asked to contact Brian Cook, Head of
Revenue & E−Government Solutions on tel. 01698 403929



Appendix I

Question I − do you agree that the water industry should use the most recent
Rateable Values to calculate charges from April 2020?
A No. Scottish Water should adopt the most recent RV as the basis for charging at
the earliest opportunity and 2020 is too late. The consultation paper indicated that the
adoption of the new RV would be introduced with effect from 1st April 2018 with a
possible transition scheme operating from then to 2020. With the revaluation bring
introduced from 1st April 2017 Scottish Water could adopt those values with effect from
1st April 2017 as well, as businesses are already aware that their RV may change. This
would provide a fair basis for charging to all businesses and be consistent with the
basis of charge for Non Domestic Rates.

Question 2 — if you have replied 'yes' to question 1, do you agree that there
should be transitional arrangements?
A No. As indicated in the attached report, para 3. 1, for the majority (89.53%) of
businesses the change in RV will affect the liability by less than £10 per week for the
affected businesses. At that level there is little apparent need to provide a transition
relief scheme. If there is not a transition scheme in operation for the revaluation from 1st
April 2017 for the NDR liability which currently has a rate poundage of 48.4p per £ it
seems unnecessary for a transition scheme for Water and Sewerage with a charge rate
of 4.5p per P.

Question 3 — If you have replied 'yes' to question 2, do you agree that
transitional arrangements should be from 1 April 2018 to 1 April 2020?
A As per Q2 don't accept that there is a need for a transition scheme, however if
there is a transition scheme agree it should only provide two years support with the
normal rate being paid from year three.

Question 4 − if you have replied 'no' to question 3, what do you think is the
appropriate period for transitional arrangements?
A N/A

Question 5—If you have replied 'no' to question 1, on what date should the
most recent Rateable Values be used to calculate charges?
A As indicated in 01 Scottish Water should apply the new RV with effect from 1st
April 2017 and apply a transition scheme, if necessary during 17/18 & 18/19, with all
businesses paying the appropriate charge from 1st April 2019 onwards.


