
 

 

Local Government and Communities Committee  
  

Consideration of the Council Tax (Substitution of Proportion) (Scotland) Order  
2016 

 
Scottish Government Briefing Note on Water Charges and Council Tax 

 
1. This note sets out the statutory framework for the setting of charges levied by 
Scottish Water and the relation of those charges to the banding structure of council 
tax. 
 
Background 
 
2. The regulatory and policy framework for the operation of Scottish Water is set 
out in the Water Industry (Scotland) Act 2002, as amended.  That statute sets out 
detailed procedures for the setting of charges by Scottish Water and the roles of 
Scottish Water, Scottish Ministers and the economic regulator, the Water Industry 
Commission for Scotland (WICS) in that process. 
 
3. Ministers do not set charges – although they have an important role in setting 
out the policy context in which charges are determined.  It is the principal role of the 
WICS to determine charges at a level which will  ensure that Scottish Water is 
funded to undertake its functions and deliver the objectives set for it by Ministers at 
the lowest reasonable overall cost.   
 
The Policy Framework 
 
4. The 2002 Act requires Ministers  
 

 to establish the length of the regulatory period (ie the period for which charges 
will be determined by the WICS). The current period covers 2015 to 2021; 

 to issue a statement of policies on charging that should apply for the 
regulatory period; 

 to issue a direction setting out the standards of services (investment priorities) 
that must be achieved by Scottish Water by the end of the period. 
 

5. The charging policies and investment requirements relevant to the present 
regulatory period were published on 1 October 2014 and are attached at Annexes A 
and B respectively.   
 
6. The Final Determination for the period 2015-21, which was published on 20 
November 2014, set out that household charges will be capped at 1.6% for the three 
years from 2015-16 to 2017-18.  This applies to each band within the current 
structure.  Over the six-year period, charges will be capped CPI-1.8% (equivalent to 
RPI-6.3%).     
 
The Structure of Charges - Link to Council Tax 
 
7. The WICS determination is the basis for the level at which charges are set.  It 
does not set out the structure of charges as such ie charges which apply to different 



 

 

types or sizes of customer.  The structure of charges is a matter of Ministerial policy 
which is set out in the Ministerial Statement of Policies on Charging. 
 
8.   Paragraph 6 of the statement of Principles of Charging requires that the 
structure of charges should be calculated by reference to council tax bands.   
 
9. This is a matter of policy – it is not automatic or formally required by any 
statutory provision.  This continues a policy which has been in place since the 
formation of Scottish Water and reflects the long term pre-existing arrangements.  
Ministers could set out an alternative approach or say nothing and leave the 
structure of charges a matter for Scottish Water and the WICS to work out.  If they 
were to follow the latter option they could offer general guidance eg that  the system 
of charges should reflect principles of affordability or progressivity.   
 
Changing the council tax bands 
 
10. The statement of Principles of Charging was drawn up in the expectation that 
the present bandings (ie those in place in 2014) would continue throughout the 
regulatory period and provides accordingly.  This expectation underpinned the 
revenue calculations and therefore the determination of charges by the WICS.  No 
changes to banding, or other aspects of the council tax framework, were envisaged 
at that time. 
 
11. This statement may therefore be seen as ambiguous in the light of the 
changes to the bands.  Ministers will therefore clarify the statement in the Principles 
of Charging in the light of their policy decision either to confirm the existing bandings 
or explicitly to refer to the revised bandings. 
 
Setting Charges for any Year 
 
12. It will then be for Scottish Water in accordance with the Act to propose to the 
WICS a scheme of charges for next year which are consistent with the Principles of 
Charging Statement and the WICS charge determination.   The WICS can approve 
the scheme or make modifications if they consider that what is proposed is 
inconsistent with either of these criteria. 
 
Scottish Government 
Water Industry Division 
October 2016 
 
 
 
 
 
 
 
 
 
 
 



 

 

Annex A 
 
Scottish Government 
 
GENERAL STATEMENT OF POLICY - PRINCIPLES OF CHARGING FOR WATER 
SERVICES 2015-2021  
 
Scottish Ministers make the following statement in relation to the principles that must 
apply to water charges for 2015-21.  This statement supports the delivery of the 
Government's Purpose of focussing government and public services on creating a 
more successful country, with opportunities for all of Scotland to flourish, through 
increasing sustainable economic growth.  The following principles will guide the 
Water Industry Commission for Scotland when determining the charge limits that 
Scottish Water is able to set during 2015-21.   
 
Ministers recognise that since Scottish Water was formed in 2002, the quality and 
efficiency with which services are delivered to customers have been transformed.  
As a result of these dramatic improvements and policies set out in statements 
relating to previous regulatory periods, Ministers are confident that customer charges 
are now broadly cost-reflective and generate sufficient income to ensure that 
Scottish Water has a secure financial position in the long-term.  Ministers wish the 
industry to build on these achievements and ensure that charges for all customers 
remain stable and affordable. 
 
These high-level principles have been prepared in consultation with Scottish Water 
(SW), the Water Industry Commission for Scotland (the Commission), the Drinking 
Water Quality Regulator, the Scottish Environment Protection Agency and Citizens 
Advice Scotland and reflect decisions taken following consultations on “Investing in 
and Paying for Your Water Services from 2015” published in June 2012 and “Water 
and Sewerage Charges – Exemption Scheme for Small Third Sector Organisations” 
published in November 2013. 
 
Principles 
 
Principle 1 – Stable charges 
 
1. Ministers recognise the importance that customers attach to stability and 
certainty in charging.  The Commission will determine charges that give customers 
certainty about the maximum level of charges they will face over the regulatory 
period. 
 
Principle 2 – Level of charges 
 
2. Ministers' policy is for charges that do not rise by more than inflation, as 
measured by the Consumer Price Index, across the period.  
 
Principle 3 - Full cost recovery 
 
3. Charges should cover the full costs of providing services to customers.   
 



 

 

Principle 4 - Harmonised charges 
 
4. Ministers require that charges should, for similar services provided to 
customers of a similar category, be the same for each customer in that category 
regardless of location in Scotland.  
 
Principle 5 - Cost-reflective charges 
 
5. Charges should remain broadly cost-reflective.  In particular charges for given 
services (for example drinking water) to particular customer groups (for example 
households) should be set to recover the cost to SW nationally of providing that 
service to that group as a whole. 
 
Additional Requirements 
 
Household charges 
 
6. Ministers confirm that, in relation to unmetered households, the present 
collection arrangements and the tariff structure should continue for the period 2015-
21, that is in general: 

 Local Authorities will continue to bill and collect unmeasured household water 
and sewerage charges - Ministers will ensure that an order under section 37 
of the Water Industry (Scotland) Act 2002 is in place to secure this. 

 The bandings for household water and sewerage charges should replicate 
council tax bandings, with reductions on water and sewerage charges also 
mirroring the discounts that apply to council tax. The exceptions are outlined 
in Annex A to this statement. 

 
7. Purpose-built student accommodation is only brought into charge whilst it is 
not occupied solely by full-time students studying at a Scottish University. 

 
8. Metered and unmetered household charges should continue to include 
appropriate elements to recover the cost to Scottish Water of draining: 

 Roofs and other impermeable surfaces from household premises; and 
 Those public roads that are connected to its sewers. 

 
Business charges 
 
9. Ministers confirm that, in relation to non-domestic charges, wholesale charges 
should continue to be set in line with these principles and should take note of the 
following: 
 

 Paying for public roads drainage - wholesale charges should continue to 
include an appropriate element to recover the cost to SW of draining public 
roads. 

 Surface drainage – wholesale charges should include an element set to 
recover the costs of draining roofs and other impermeable surfaces within 
private properties where properties are connected to public sewers.  

 Vacant non-domestic properties - In support of Ministers’ policy of cost-
reflective charging, Ministers confirm their intention to bring vacant non-



 

 

domestic properties into charge during the period 2015-21 and will consult on 
the most appropriate way to implement this.  This policy will be confirmed in 
the light of that consultation. 
 

10.   In relation to roads drainage and surface drainage wholesale charges, such 
charges should continue current practices as described in the 2014-15 Scheme of 
Charges and be made by reference to the rateable value.  Charges are to be based 
on current Rateable Values on a date to be specified by Ministers.  
 
Financing 
 
11. Ministers confirm that, in relation to the financing of SW, the following should 
apply: 
 

 Financial Strength - SW's financial strength should be appropriate to the 
governance framework within which it operates. 

 Dividend -The Government will not take a dividend from its ownership of SW. 
 Lending - The Government will continue to make finance available through 

lending to SW in the 2015-21 period in support of its investment programme. 
The Government wishes to ensure that this lending is at the lowest practicable 
level consistent with the principle of stable charges. Ministers will provide the 
amount advised by the Commission up to a maximum of £120 million per 
annum. 

 Financial Performance - Financial performance should be monitored in line 
with the financial tramlines as set out by the Commission.  These will also 
ensure that customers will only be asked to meet additional costs beyond 
those allowed for in a charges determination, where these arise as the result 
of external factors beyond the influence of SW. This arrangement protects the 
position of customers and ensures that they do not compensate SW for 
inefficiency or poor management.  Any financial outperformance will be 
distributed in line with Ministers’ approval.  

 
Paying for increased local capacity 
 
12. Ministers confirm that existing arrangements in relation to paying for 
enhancements to the local infrastructure should continue.  Where these are required 
to enable new developments to be connected to the public networks, developers 
should meet the net cost to SW of such enhancements.  The Commission should 
continue to provide for SW to levy infrastructure charges for each new property 
connected to the water or sewerage infrastructure. 
 
Assistance for Charitable organisations 
 
13. Ministers recognise the contribution that charities make to Scotland’s well-
being and prosperity and confirm that a new scheme is to be implemented for 2015-
21 to provide an exemption or a reduction on water and sewerage charges payable 
by charities.  £4.5 million of this scheme is to be funded by the generality of non-
household customers and the remainder through a grant to Scottish Water from the 
Government.  The scheme will be subject to the conditions set out in Annex B.  
 



 

 

Paying for economic regulation and customer representation 
 
14. Ministers confirm that the cost of economic regulation and customer 
representation should be covered by an annual levy on SW funded out of charge 
income. 
 
Preparing a Detailed Statement 
 
15. Ministers will issue, following consultation with stakeholders, a detailed 
statement consistent with the terms of s29 of the Water Industry (Scotland) Act 2002 
which sets out the approach to the key principles listed at paragraphs 1 to 5 above to 
be taken by Scottish Water in setting the Annual Scheme of Charges during the 
regulatory period.  This Statement should be completed by 31 December 2014. 
 
Preparing for Future Regulatory Periods 
 
16. Ministers require that preparatory work be undertaken for the 2021-27 period.  
The charging policies as contained within this document should be reviewed to 
ensure that they remain fit for purpose.   
 
September 2014  



 

 

Annex A 
 

Reductions to apply to water and sewerage charges at unmetered Households 
 
1. Reductions to water and sewerage charges at unmetered households should 
apply in relation to dwellings (where "dwelling" has the same meaning as in part II of 
the Local Government Finance Act 1992) where all the following circumstances 
apply:- 
 a. A person is liable to pay water and/or sewerage charges under a charges 
scheme; and 
 b. The dwelling in respect of which the charges are payable is not one to 
which the Council Tax (Discount for Unoccupied Dwellings) (Scotland) Regulations 
2005 apply. 
 
2. Where the dwelling is subject to a Council Tax discount under section 79 of 
the Local Government Finance Act 1992, the discounts to be applied to unmetered 
water and sewerage charges shall be the same as those applied to Council Tax 
charges. If there is no such discount under section 79, but a person receives Council 
Tax Reduction in respect of the dwelling, the following formula should be used to 
calculate the level of reduction for which that dwelling is eligible. 

R = 25 x A ÷ B 
Where:  
 R is the percentage discount to be applied to water and/or sewerage charges; 
 A is the amount of Council Tax Reduction which a person receives in respect 
to that dwelling in that year; and 
 B is the council tax for which that person is liable in respect to that dwelling in 
that year. 
 
3. No reduction in water charges should be applied for 2nd homes or to 
dwellings supplied through a water meter. 
 
 
 
 
 
 
  



 

 

Annex B 
   

Assistance for Charitable organisations 
 
Ministers confirm that there is to be a new scheme to assist charities with the 
payment of water and sewerage charges.  Assistance is to be provided to an 
organisation which meets the following criteria subject to any further technical 
exclusions that may be considered necessary which may include those holding a 
permanent alcohol licence and some retail outlets; these will be confirmed in the final 
scheme details: 
 

 It is either registered: 
o with the Office of the Scottish Charity Regulator as a charity; or  
o with HMRC as a Community Amateur Sports Club (CASC) operating in 

Scotland. 
 
 

 Where it has a gross annual income of less than £200,000 as disclosed in its 
most recent set of accounts submitted to the relevant regulatory body it will be 
exempt from the payment of water and sewerage charges. 
 

 Where it has a gross annual income of more than £200,000 but less than 
£300,000 it will be eligible for a 50% reduction in wholesale water and 
sewerage charges.  Water and sewerage retail charges will be subject to a 
cap to be determined by the Water Industry Commission for Scotland.  
 

Other conditions: 
 
1.  Any eligible charity or CASC seeking exemption or a reduction must: 
 

 Apply to their Licensed Provider.   
 Renew their request for exemption annually. 

 
2.  Where organisations are awarded charity or CASC status, exemption or a 
reduction will be granted from the beginning of the financial year in which the award 
is made. 
 
3.  Exemption or a reduction will only be awarded where the records held by OSCR 
or HMRC are up to date and in line with the regulator’s expectations.   
 
  



 

 

Transition Arrangements 
 
5.  All organisations registered under the exemption scheme in place for 2010-15 as 
set out in http://www.scotland.gov.uk/Topics/Business-
Industry/waterindustryscot/publications/Policystatments/poc10to15) will retain their 
exemption in 2015-16.   
 
6.  In 2016-17 any organisation which is currently exempt and has an income of 
more than £200,000, or is not a charity or a CASC, will be eligible for a 50% 
reduction in wholesale water and sewerage charges. 
 
7.  From 2017-18 any organisation which is currently exempt but has an income of 
more than £200,000, or is not a charity or a CASC, will be expected to pay wholesale 
water and sewerage charges in line with the tariffs as set out by their Licensed 
Provider.  Those charities or CASCs with an income of more than £200,000 but less 
than £300,000 will be eligible for a 50% reduction in wholesale water and sewerage 
charges. 
 
Review Arrangements 
 
8.  The Scheme is to be reviewed in 2017-18. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.scotland.gov.uk/Topics/Business-Industry/waterindustryscot/publications/Policystatments/poc10to15
http://www.scotland.gov.uk/Topics/Business-Industry/waterindustryscot/publications/Policystatments/poc10to15


 

 

Annex B 
 

D I R E C T I O N S  

ENVIRONMENTAL PROTECTION 

WATER SUPPLY 

The Scottish Water (Objectives: 2015 to 2021) Directions 2014 

Made - - - - [ ] 2014 

Coming into force - - [ ] 
2014 

 

The Scottish Ministers give the following Directions to Scottish Water in exercise of 
the powers conferred by sections 56 and 56A of the Water Industry (Scotland) Act 
2002(1). 

In accordance with section 56(4) of that Act, the Scottish Ministers have consulted 
Scottish Water. 

In accordance with section 56A(4) of that Act, the Scottish Ministers have consulted 
every water services provider and sewerage services provider and Citizens Advice 
Scotland. 

Citation and commencement 

—(1) These Directions may be cited as the Scottish Water (Objectives: 2015 to 
2021) Directions 2014 and, except for article 5, come into force on [ ] 2014. 

Article 5 comes into force on 1st April 2015. 

Interpretation 

—(2) In these Directions— 
“the 2005 Act” means the Water Services etc. (Scotland) Act 2005(2); 
“the Act” means the Water Industry (Scotland) Act 2002(3); 
“core functions” has the same meaning as it has in section 70(2) of the Act; 
“the next period” means the next period (beginning with 1st April 2021) to be 
specified under section 29B(2) of the Act; 

                                            
(1) 2002 asp 3;  section 56A was inserted by section 22 of the Water Services etc. (Scotland) Act 2005 (asp 3) and amended by section 

130(6) of, and paragraph 12 of schedule 2 to the Public Services Reform (Scotland) Act 2010 (asp 8). 
(2) 2005 asp 3. 
(3) 2002 asp 3. 



 

 

“the period” means the period beginning with 1st April 2015 and ending with 31st 
March 2021; 
“previous objective” means an objective (as it applied immediately before 1st April 
2015) specified in the Schedule to the Scottish Water (Objectives For 1st April 
2010 to 31st March 2015) Directions 2009, as amended by the Schedule to the 
Scottish Water (Objectives For 1st April 2010 to 31st March 2015) (Amendment) 
Directions 2011 and by article 3 of the Scottish Water (Objectives for 1st April 
2010 to 31st March 2015) Amendment Directions 2014; 
“previous service or standard” means a service to be provided or a standard to be 
attained as set out in the previous Technical Expression; 
“previous Technical Expression” means version 8.11 of the document “Q&S3B 
Technical Expression 2010 Directions”, as it was published on the Scottish 
Government’s website on 8th March 2014; 
“service” means a service provided by Scottish Water in the exercise of its core 
functions; 
“public sewerage system” has the same meaning as it has in section 29 of the 
2005 Act; 
“Schedule” means the Schedule to these Directions headed “Schedule to the 
Scottish Water (Objectives: 2015 to 2021) Directions 2014” (which comprises part 
of these Directions); 
“SEPA” means the Scottish Environment Protection Agency; 
“sewerage services provider” has the same meaning as it has in section 6(4) of 
the 2005 Act; 
“standard to be attained” means the standard of a service to be attained; 
“Technical Expression” means the document “Q&S4 Technical Expression 2014 
Directions” as amended from time to time and published on the Scottish 
Government’s website; and 
“water services provider” has the same meaning as it has in section 6(2) of the 
2005 Act. 

In these Directions— 
a reference to a numbered article refers to the paragraph so numbered; and 
a reference in the Schedule to an enactment refers to that enactment as 

amended from time to time and, in so far as a provision of the enactment has 
been repealed (or revoked) and re-enacted (with or without modifications), 
includes that re-enacted provision. 

Objectives as to the standard of services 

 In respect of the period, Scottish Water must (except to the extent that it would be 
inconsistent with the exercise of its functions) fulfil— 

each objective (as to the standard of a service) set in the Schedule; and 
each previous objective, in so far as it has not been fulfilled before 1st April 2015. 



 

 

Objectives as to work for or in connection with services 

 In respect of the period, Scottish Water must (except to the extent that it would be 
inconsistent with the exercise of its functions)— 

for each service to be provided (or standard to be attained) as set out in the 
Technical Expression plan to complete that work by the date or, as the case 
may be, within such period as may be specified for the completing the work in 
the Technical Expression or as agreed with Ministers in a Delivery Plan; and 

where work required for in connection with the provision of a previous service or 
standard has not been completed before 1st April 2021, plan to complete the 
work by the date or, as the case may be, within such period as may be 
specified for completing the work in the Technical Expression or as agreed 
with Ministers in a Delivery Plan. 

plan the work so as to provide a stable delivery profile for the construction 
industry to support efficient delivery across regulatory periods. 

 
Revocations 

 The following Directions are revoked— 
the Scottish Water (Objectives For 1st April 2010 to 31st March 2015) Directions 

2009; 
the Scottish Water (Objectives For 1st April 2010 to 31st March 2015) 

(Amendment) Directions 2011; and 
the Scottish Water (Objectives for 1st April 2010 to 31st March 2015) Amendment 

Directions 2014. 
 
 
 
 
 [ ] 
A member of the staff of the Scottish Ministers 
St Andrew’s House, 
Edinburgh 
[ ] 2014 



 

 

 SCHEDULE Articles 2(1) and 3(a) 
SCHEDULE TO THE SCOTTISH WATER (OBJECTIVES: 2015 TO 2021) 

DIRECTIONS 2014 
 

A wealthier and fairer Scotland 

Efficient public services 

1. To deliver better and more efficient public services that enhance our quality of 
life, support sustainable economic growth and assure those that fund and rely on 
them that their public services are responsive, provide value for money and are 
continually improving, Scottish Water must— 

ensure that assets are maintained so that there is no overall deterioration in 
performance from that required to be achieved immediately before 1st April 
2015; 

improve services to customers in relation to the measures listed(4); and 
ensure that performance, as measured by the Overall Performance Assessment, 

exceeds an average score across the period of 382.5. 

—(1) To support a wealthier and fairer Scotland and Scotland’s vision for a Hydro 
Nation, Scottish Water must identify and deliver longer term investments which will 
reduce the future costs of service delivery. 

In particular, Scottish Water must work with other stakeholders to identify and 
pursue opportunities available to achieve more innovative and sustainable means of 
delivering services. 

Rural communities 

 To support the delivery of the Government’s priorities in rural communities, in 
particular with a view to improving water and sewerage provision in rural areas, 
Scottish Water must— 

assist the Drinking Water Quality Regulator for Scotland and SEPA with the 
assessment of the sustainable and cost effective options to address the— 

public health risks; 
limitations to sustainable economic growth; and 
customer willingness to connect to public water and sewerage services, 

associated with community private water supplies and sewerage provision; 
and 

facilitate the provision to communities of appropriate water and/or wastewater 
services, as approved by the Scottish Ministers. 

                                            
(4) Measures include internal sewer flooding, interruptions to supply, malodour, external sewer flooding, drinking water discolouration, 

taste and odour of drinking water supplies, customer satisfaction. 



 

 

Strategic capacity for new development objectives 

—(2) Scottish Water must identify and make provision to enable it to service 
demand for new strategic capacity to meet all new housing development and the 
domestic requirements of commercial and industrial customers for the period. 

In doing so, Scottish Water must take account of— 
historical trends; 
extant development plans and their associated action programmes; 
the national records of Scotland’s population projections; and 
any memorandum of understanding with SEPA on the impact of proposed 

development on the public sewerage system. 
Scottish Water must prioritise the delivery of provision required by in sub-

paragraph (1) in accordance with— 
the spatial priorities identified in the National Planning Framework; and 
development priorities identified by local authorities in— 

structure plans; 
strategic development plans; 
associated action programmes; 
local plans; 
local development plans; and 
local housing strategies. 

Scottish Water must ensure that such strategic assets are delivered in support of 
committed development so as to minimise the likelihood of redundant assets. 

With a view to establishing whether a development is committed, Scottish Water 
must, among other things, obtain from the developer confirmation of— 

land ownership or control; 
the development is supported by the local plan and/or has full planning 

permission; 
the time remaining on the current planning permission; 
that plans are in place to mitigate any network constraints that will be created by 

the development through a minute of agreement with Scottish Water; and 
reasonable proposals in terms of annual build rate within the approved 

development. 
 

A healthier Scotland 

Drinking water quality 

 To support the delivery of the Scottish Government’s healthier strategic objective, 
Scottish Water must contribute to improvements that help people to sustain and 
improve their health, Scottish Water must— 

address all known non-compliances with— 



 

 

the Water Supply (Water Quality) (Scotland) Regulations 2001(5); and 
the Cryptosporidium (Scottish Water) Directions 2003(6); 

reduce the risk of non-compliance with— 
those Regulations; and 
those Directions, 

by improving the resilience to risks as identified in its drinking water safety 
plans; and 

assist the Drinking Water Quality Regulator for Scotland with the assessment of a 
long-term policy to reduce or, as the case may be, eliminate exposure to lead 
in drinking water. 

 
A greener Scotland 

Environment 

—(3) To support the delivery of the Scottish Government’s greener strategic 
objective, Scottish Water must contribute to improvements to Scotland’s natural and 
built environment and the sustainable use and enjoyment of it. 

In particular, to support compliance with Water Environment and Water Services 
(Scotland) Act 2003(7), the Marine Strategy Regulations 2010(8), the Bathing 
Waters (Scotland) Regulations 2008(9) and the Urban Wastewater Treatment 
(Scotland) Regulations 1994(10), Scottish Water must— 

reduce the impact of its discharges, abstractions and impoundments so as to 
contribute to the achievement of the environmental objectives for water 
bodies and protected areas listed in each associated river basin management 
plan, and do so in accordance with each programme of measures to be 
applied to achieve those objectives including by virtue of— 

the Water Environment (River Basin Management Planning: Further 
Provision) (Scotland) Regulations 2013(11); 

the Water Environment (Water Framework Directive) (Solway Tweed River 
Basin District) Regulations 2004(12); 

the Water Environment (Water Framework Directive) (Northumbria River 
Basin District) Regulations 2003(13); and 

the Water Environment (Shellfish Water Protected Areas: Environmental 
Objectives etc.) (Scotland) Regulations 2013(14); 

monitor and study the impact of its discharges on bathing waters and take action 
where necessary to reduce that impact to as to contribute to the achievement 
of the environmental objectives referred to in sub-paragraph (1)(b); 

                                            
(5) S.S.I. 2001/207, as amended by S.S.I. 2001/238, S.S.I. 2003/331, S.S.I. 2010/95, S.S.I. 2013/177 and S.I. 2013/1387. 
(6) These Directions were made by the Scottish Ministers in exercise of powers conferred by section 56(3) of the Water Industry 

(Scotland) Act 2002 (asp 3) and came into force on 31st December 2003.  
(7) 2003 asp 3. 
(8) S.I. 2010/1627. 
(9) S.S.I. 2008/170, as amended by S.S.I. 2012/243. 
(10) S.S.I. 1994/2842, as amended by S.S.I. 2003/273. 
(11) S.S.I. 2013/323. 
(12) S.I. 2004/99. 
(13) S.I. 2003/3245. 
(14) S.S.I. 2013/325. 



 

 

undertake strategic studies to understand future investment requirements for 
discharges and abstractions identified as potentially contributing to— 

a non-compliance with legislation referred to in sub-paragraph (1)(a); or 
a failure to meet the environmental objectives referred to in sub-paragraph 
(1)(b); 

work with SEPA, water services providers and sewerage services providers (as 
appropriate) to undertake catchment management and customer education to 
reduce the impact of priority substances being disposed of via the sewer and 
drainage system; 

undertake research to assist in identifying the effective treatment of priority 
substances that catchment management may not be successful in reducing to 
acceptable levels; 

improve intermittent discharges identified through modelling, and agreed with 
SEPA, as downgrading the aesthetic or environmental condition of water 
bodies to support compliance with the Urban Wastewater Treatment 
(Scotland) Regulations 1994; and 

take steps, in partnership with other stakeholders, to reduce the impact of its 
discharges on sewage-related litter in the marine environment. 

In sub-paragraph (1)(e) and (f), “priority substances” has the same meaning as it 
has in Directive 2000/60/EC of the European Parliament and of the Council 
establishing a framework for Community action in the field of water policy(15), as 
amended from time to time. 

Nature 

 To support the achievement of the Scottish Government’s targets for the 
proportion of natural features in favourable condition, Scottish Water must work with 
Scottish Natural Heritage to identify and undertake management activities at 
identified sites that will contribute to achievement of the national indicator ‘Improve 
the condition of protected nature sites’. 

Waste 

 Scottish Water must manage the environmental risk associated with sludge 
historically stored at wastewater and water treatment sites as agreed with SEPA. 

Climate change adaptation 

 Scottish Water must improve Scotland’s resilience to climate change by— 
continuing to invest in modelling the likely impact of climate change on its assets; 

and 
where appropriate, investing to manage risks arising from climate change 

impacts. 

                                            
(15) OJ L 327, 22.12.2000, p. 1, as amended by Decision No 2455/2001/EC (OJ L 331, 15.12.2001, p. 1), Directive 2008/32/EC (OJ L 81, 

20.3.2008, p. 60), Directive 2008/105/EC (OJ L 348, 24.12.2008, p. 84), Directive 2009/31/EC (OJ L 140, 5.6.2009, p. 114) and 
Directive 2013/39/EU (OJ L 226, 24.8.2013, p. 1). 



 

 

Climate change mitigation 

—(4) Scottish Water must contribute towards Scotland meeting its climate change 
obligations of achieving greenhouse gas emissions reductions in Scotland of 42% by 
2020, and of 80% by 2050, by taking all necessary steps to fulfil its duties and 
obligations required of it as set out in the Climate Change (Scotland) Act 2009(16). 

In particular, Scottish Water must— 
work with relevant stakeholders to assess, pilot, and where appropriate, 

implement measures needed to reduce its direct greenhouse gas emissions 
and energy usage; 

ensure that all investments made as a consequence of these Directions take 
into account the associated carbon impact; and 

invest to reduce its demand for Scotland’s resources (water and electricity from 
the national grid) where it is cost effective to do so. 

 
A safer and stronger Scotland 

Flood risk management 

—(5) To support the Scottish Government’s safer and stronger strategic objective, 
Scottish Water must assist local communities to flourish, becoming stronger, safer 
places to live, offering improved opportunities and a better quality of life. 

In particular, Scottish Water must, as regards flood management, take all 
necessary steps to fulfil its duties and obligations required as set out in the Flood 
Risk Management (Scotland) Act 2009(17), including steps to— 

assess flood risk from sewerage systems and update the latest assessment as 
required; 

continue to deliver its agreed share of the improvements that will reduce the risk 
of flooding in Greater Glasgow through its participation in the Metropolitan 
Glasgow Strategic Drainage Partnership (and working collaboratively with 
their partners); 

in partnership with responsible authorities— 
undertake studies to inform investment requirements in the next period as 
agreed with the Scottish Advisory and Implementation Forum for Flooding; 
and 

commence its agreed share of the investment requirements arising from 
the flood studies as agreed with the Scottish Advisory and Implementation 
Forum for Flooding; 

protect its own assets where they lie within an area vulnerable to flooding; and 
ensure reservoirs are monitored, inspected and maintained in accordance with 

the Reservoirs Act 1975(18) and, where applicable, the Reservoirs (Scotland) 
Act 2011(19) to ensure their structural integrity. 

                                            
(16) 2009 asp 12. 
(17) 2009 asp 6. 
(18) 1975 c. 23. 
(19) 2011 asp 9. 



 

 

Security of supply 

—(6) Scottish Water must provide an appropriate level of physical security to 
Security Service standards agreed with the Scottish Ministers. 

In particular, Scottish Water must— 
provide the necessary improvements to provide a level of service in water 

resource zones, such that these zones are adequately protected against the 
risk of water shortages; 

maintain a sufficient supply of water in all water supply zones that reflects the 
most cost effective operating regime, and takes account of the opportunities 
for demand management including leakage control and water efficiency 
measures; and 

develop an understanding of the overall resilience of water supply systems across 
Scotland under extreme events and commence implementation of 
improvements, as approved by the Scottish Ministers. 



 

 

EXPLANATORY NOTE 
(This note is not part of these Directions) 

These Directions set objectives in respect of the period 1st April 2015 to 31st 
March 2021 as to: 

— the standard of the services to be provided by Scottish Water in the exercise 
of its core functions and the time by which a particular standard of any of 
those services is to be attained, 

— the time by which particular work required for or in connection with the 
provision of those services is (in part or whole) to be commenced or 
completed. 

In formulating these objectives the Scottish Ministers have had regard to Scottish 
Water’s duty under section 51(1) of the Water Industry (Scotland) Act 2002 (“the 
Act”) which provides that Scottish Water must, in exercising its functions, act in the 
way best calculated to contribute to the achievement of sustainable development (so 
far as is consistent with the purposes of any enactment relation to the functions of 
Scottish Water). 

For the purposes of section 29C(5) (exercise of functions regarding charges) and 
29F(1) (review of determinations and charges), as read with section 29G (effective 
exercise of core functions), of the Act, Scottish Water is taken to be exercising its 
core functions effectively if (in discharging its statutory duties and contractual 
obligations) it makes such use of its resources that, year on year, it: 

— achieves the objectives contained in any directions (including these 
Directions) given by reference to section 56A of the Act; and 

— does so at the lowest reasonable overall cost. 

The Water Industry Commission for Scotland must have regard to these Directions 
in exercising its functions under section 29A (charges schemes), 29B (determination 
of maximum charges), 29E (departure from certain charges) and 29F (review of 
determinations and charges). 
 


