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SUPPLEMENTARY WRITTEN EVIDENCE FROM SSE 
 
Water Resources (Scotland) Bill 
I am writing in response to questions about competitive water matters from the 
Infrastructure and Capital Investment Committee that were posed when SSE gave oral 
evidence on the above Bill on 3 October. 
 
SSE recognises that water competition and market matters are not the main focus of this 
Bill but we had made comments in response to earlier consultations on the Bill about the 
possible extension to Scotland of a competitive business model that we have developed 
within the legislative framework for water in England and Wales. 
 
SSE is also aware that, following publication of the UK Government’s draft Water Bill in 
July, there is liaison between the Scottish and UK Governments in order to promote a more 
streamlined approach to licensing of competitive water service suppliers that could serve 
business customers throughout Great Britain. The expectation is that such supply licences 
issued in Scotland would be recognised by the regulator Ofwat in England and Wales and 
conversely, that supply licences issued by Ofwat would be recognised by the Water 
Industry Commission for Scotland. 
 
Against this background, SSE welcomes the Committee’s interest in the comments we 
have made about competition in water and sets out below further information to address the 
Committee’s questions. In England and Wales, SSE has developed a small competitive 
water business using a subsidiary known as SSE Water. On a site by site basis, SSE Water 
can apply to Ofwat to replace the incumbent water company (or companies) at a greenfield 
development site. This is known as an “inset appointment”; once granted, SSE Water 
provides water and sewerage infrastructure for that site and provides the water and 
sewerage services to all the properties on that site with the same powers and duties as an 
incumbent water undertaker. SSE Water contracts with the incumbent water company for 
the connection and wholesale services necessary to support its retail services to the 
properties on the site. 
 
In the draft Water Bill, the intention of the UK Government is to reinvigorate the current 
supply licensing regime that has been little used in England and Wales by introducing 
different types of supply licence “authorisation”. New entrants will be able to specialise in 
the services they wish to provide and these could include – for both water and sewerage: 
retail supply to non domestic customers1 (as already exists in Scotland); and provision of 
retail or “last mile” infrastructure. The intention is to replace the inset appointment site-by-
site route to competition with national licence authorisations for the relevant types of 
activity. It is recognised that new entrants will have to be supported by a framework of 
market codes that Ofwat will have a duty to develop under the draft Bill. Scotland has 
already successfully introduced the ability for business customers to shop around for the 
water supply and sewerage services within a competitive supply market, supported by a 
framework of market codes. However, it is not possible for any party other than Scottish 
Water to provide any public water infrastructure in Scotland. This means that the “inset” 
model does not work in Scotland and it is not clear that the planned cross border water 
retail market resulting from the aspirations in the draft Bill would necessarily encompass 
competitive provision of last mile infrastructure unless specific provision for that was made 
in Scottish law. We imagine that amendments would be needed to the Water Services etc. 
(Scotland) Act 2005 to extend the types of licensing available if this was to be pursued. 
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Following the Cave Review of competition and innovation in water markets, the UK 
Government was persuaded of the need to encourage innovation and dynamism in the 
water sector in order to help it cope with the many challenges the sector faces. Part of the 
solution is seen to be making the market attractive to new entrants in order to harness the 
innovation that new players bring to a market. Competition in a market is felt to bring 
benefits to businesses and customers in that market as suppliers seek ways to better meet 
their customers’ needs in order to retain those that can seek services elsewhere. In the 
particular case of competition in the provision of last-mile infrastructure, this might empower 
property developers, who provide some stimulation for economic growth, to obtain cheaper 
and more innovative solutions to the infrastructure they need; this, in turn, could feed 
through to customers in terms of lower priced housing and/or developments going ahead 
that might otherwise not be economic. 
 
SSE Water is at an early stage of its development and continues its business against a 
background of prospective changes in water legislation in England and Wales. Overall, 
these changes, which have yet to be confirmed with the enactment of the draft Water Bill, 
signal a greater opportunity and enhanced framework for new entrants in the water market 
from about 2017 onwards. SSE Water’s focus is very much in England and Wales currently 
but, just as business customers will look forward to the benefits of a streamlined cross-
border water retail market, SSE Water would in principle be interested in the possibility of 
extending its business model of last mile water infrastructure provision to Scotland in due 
course. Other potential new entrants may also be interested in additional scope for 
competitive activity along the lines we have suggested. 
 
SSE recognises that water competition and market matters are not the main focus of the 
Water Resources (Scotland) Bill. However, we are aware that discussion between the UK 
and Scottish Governments is taking place about a joint water retail market. We have 
therefore taken the opportunity to mention a particular type of extension to competition in 
the water market in Scotland that would mirror what is currently possible in England and 
Wales and is also provided for in the draft Water Bill. Without being able to suggest detailed 
changes to Scottish legislation at this stage, we hope that the idea presented could be 
considered in the appropriate forum within the Scottish Government. 


