1989 Act—see Water Act 1989
1991 Act—see Water Industry Act 1991
A HBall & ColLtd 12.147
Abbey Development Ltd, views 12.128
Accounting basis—see Current cost accounting;
Historical cost accounting
Adjustment factor (K) 2.10-2.13, 4.2-4.6, App 8.6—
8.7
bad debts element 2.74, 2.76-2.79
business rates 2.74
comparison 2.31-2.32
definition 2.9, 4.2
determinations 1.4-1.8, 2.23-2.26, 2.29-2.36,
43
dispute issues—see Competition Commission,
determination of K
financia projections 8.60-8.65
interim determination 2.13, 2.15, 4.13-4.23
pension scheme element 2.69-2.70, 2.75
Periodic Review process 3.23-3.24, 4.3
Relevant Change of Circumstance 2.17, 4.15
shipwreck clause 2.16, 4.18
AMP3 process 6.85, 7.18, 7.24
AMP4 preparation costs 7.7, 7.18
Appointment
conditions 2.9-2.21
economic regulation 2.10-2.11
licence modification 1.11-1.13, 2.1, 2.10, 2.19,
2.27-2.28, 2.37-2.38, 4.24-4.28, App 2.1
CC'sconclusion 1.11-1.13
views of
Director 9.8-9.9, 9.44-9.53
MKW 11.6-11.7, 11.58-11.62
NWG 12.26
Severn Trent Water Ltd 12.38
shipwreck clause 2.16
water undertakers 2.4
APT—see Arbitrage Pricing Theory
Arbitrage Pricing Theory (APT) 8.5
Asymmetric risk 8.48

Babtie Report 2.172, 2.177, 6.150, 6.154, 6.167—
6.168, App 6.6
Bad debts 2.34, 2.74, 2.76-2.79, 5.19, 7.40-7.46
Base service operating expenditure—see Operating
expenditure
BE—see Broad equivalence
Beale, SG, views 12.129-12.131
Beta, estimates of 8.31-8.34, App 8.1
Bewl Water reservoir 3.44, 3.47
Bosworth, Prof 7.50
Bosworth, Prof Derek and Stoneman, Prof Paul, An
efficiency study for the water industry (Aug 1998)
2.155, 7.50, 12.134, App 7.1, App 7.4
Bottom-up—see Top-down/bottom-up
BP—see Business plan
Bristol Water plc, views 12.2-12.9
Broad equivalence (BE) 1.7, 2.184-2.193, 2.211,
5.31-5.32
views of
Bristol Water plc 12.6
Director 9.31-9.36
MKW 11.51-11.53
Water UK 12.119-12.120
Business plan (BP) 6.5-6.8, 6.10, 6.13, 6.21, 6.28,
6.37, 6.44, 6.58, 6.59, 6.69, 7.3, 7.5, 7.7, 7.21,
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Business plan (BP) (contd)
7.29, 8.65, App 8.9
adjustment factor 2.32
submission by companies 3.35
viewsof MKW 11.3, 11.4

CAA—see Civil Aviation Authority
capex—see Capital expenditure
Capital Asset pricing Model (CAPM) 2.181, 8.4, 8.7
real risk-free rate 8.7-8.16
Capita control, restrictions before 1989 2.3
Capital efficiency adjustments—see Efficiency
Capital expenditure (capex)/Capital investment 2.90—
2.151
additional 2.17
classification by Director 6.2—6.3
determination
CC'sapproach 6.5, 6.14-6.16
Director’s approach 6.2, 6.3-6.4, 6.5, 6.7—
6.10
MKW’s position 6.5, 6.11-6.13
differences summary: director/MKW/CC 6.5-6.6
efficiency 2.165-2.179, 6.122-6.168, App 6.6
enhanced security of supply 6.117-6.121, App
6.3
enhanced service levels 6.112-6.116
assessment by CC 6.116
determination by Director 6.114-6.115
proposals by MKW 6.113
MKW 1996-2000 5.19
quality enhancement 2.117-2.121, 6.58-6.68,
7.21-7.28
assessment by CC 6.68
determination by Director 6.63-6.67
proposals by MKW 6.61-6.62
recovery, costs from developers 2.142-2.147,
6.74-6.79, 6.82-6.83
supply and demand 2.122-2.151, 2.165-2.179,
6.69-6.111, 7.29-7.39
growth 6.69, 6.84-6.98
assessment by CC 6.94-6.98
Director’s approach 6.88
views of MKW 6.89-6.90
new devel opment 6.69-6.72
assessment by CC 6.69, 6.81-6.83
determination by Director 6.69, 6.76—
6.80
leakage control 6.91-6.93
MKW’s proposas 6.69, 6.73-6.75
optional metering 6.99-6.111
assessment by CC 6.104-6.111
determination by Director 6.101-6.103
meter cost 2.134, 6.100, 6.103, 6.109,
7.31, 7.32-7.35, App 6.5
proposals by MKW 6.100, App 6.5
views of Severn Trent Water Ltd 12.32
views of
Director 9.24
MKW 11.5-11.6, 11.29-11.33, 11.40-11.45,
11.55-11.57
Southern Water Services Limited 12.44—
12.45
(see also Capita maintenance expenditure)
Capital maintenance expenditure 2.92-2.116, 6.18—
6.57, App 6.1-6.2
capital efficiency adjustments 6.122—6.161
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Capital maintenance expenditure (contd)
infrastructure 2.90, 2.94-2.108, 6.21-6.43
determination by
CC6.21, 6.33-6.43
Director 6.21, 6.28-6.32
|leakage issue 6.36, 6.40
proposals by MKW 6.22-6.27
non-infrastructure 2.90, 2.109-2.116, 6.44-6.57
determination by
CC 6.44, 6.52—6.57
Director 6.44, 6.49-6.51
proposals by MKW 6.44, 6.45-6.48
views of
Bristol Water plc 12.7
NWG 12.25
Severn Trent Water Ltd 12.31-12.32
(see also Capital investment)
Capital value—see Regulatory capital value
CAPM—see Capital asset pricing model
CC—see Competition Commission
CCA—see Current cost accounting
CCD—see Current cost depreciation
Channel Tunnel Rail Link (CTRL) 2.96, 6.13
Charges
caculation 4.7-4.11
connection 4.29
current cost depreciation effect 2.185-2.187
determination by Director 2.41, 3.28-3.38
formulae 4.2-4.5
infrastructure 2.36, 4.29-4.31
interim determinations 4.13-4.23
licence, condition B 4.7
licence provision 2.9
measured water 4.4-4.5
MKW methods 3.52-3.53
optional metering, effects of 4.11-4.12
other 4.6, 4.10
Periodic Review function 3.23
price caps 4.2, 4.13
price limits 2.41-2.43, 2.46
price reductions 2.32
principles 4.8-4.10
requisitioning 4.29
Standard Infrastructure Charge 3.53
standard metered 4.8, 4.10
structure 4.7-4.10
tariff—see Tariff basket
unmeasured water 4.4-4.5
views of NWG 12.17
views of Southern Water Services Limited 12.46
views of Water UK 12.107-12.112
vulnerable customers 4.10
(see also Adjustment factor)
Charges Limit formula 4.2
Cholderton and District Water 3.6
Circumstances of the company 2.62—2.63
views of MKW 11.22-11.25
Civil Aviation Authority, views 12.79-12.82
CLSE survey 8.33, 8.42
Companies Act 1985 2.3
Comparative competition 2.18, 2.63
economic regulation feature 3.21
Competition Commission (CC)
adjustment factors (K) 2.31-2.32
assessments
capital expenditure 2.102-2.108, 2.115—
2.116, 2.121, 2.129-2.134, 2.140-2.141,
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Competition Commission (CC), assessments, capital
expenditure (contd)
2.146-2.147, 2.151
capital expenditure efficiency 2.161-2.164,
2.175-2.179
circumstance of company 2.62—2.63
efficiency assumptions 2.161-2.164, 2.175—
2.179
financial issues 2.188-2.193, 2.195-2.198
infrastructure charge 2.36, 2.210
operating expenditure 2.64-2.65, 2.74-2.80,
2.84,2.88-2.89
operating expenditure efficiency 2.74-2.80,
2.84,2.88-2.89, 2.161-2.164
service performance adjustment 2.199-2.208
statutory duties 2.59
taxation effects 2.195
capital investment—see Capital investment
conclusions 1.1-1.13, 2.1-2.211
determination of K 2.31-2.36
dispute issues
capital expenditure 2.90-2.151, 2.165—
2.179
company circumstances 2.60-2.63
concluding remarks 2.211
efficiency assumptions 2.152-2.179
financial 2.180-2.206
infrastructure charge 2.209-2.210
operating expenditure 2.64-2.89
statutory duties 2.56-2.59
mergers, compulsory referral 2.18, 3.21
principles and duties 2.29-2.30
documents, previous reports 2.68, 8.12, 8.30,
8.48,9.28, 12.42, 12.81, App 8.6, App 8.7
findings 1.1-1.13, 2.22-2.211
referral by Director 1.1-1.2, 2.1, 2.20-2.21, App
11-1.2
section 14 reference 2.37-2.38, App 2.1
statutory duties 1.3, 2.29-2.30
Conclusions 1.1-1.13, 2.1-2.211
Cost base analysis—see Efficiency
Cost of capital 2.180-2.195, 8.1-8.3
debt 8.49-8.53
debt share 8.54-8.56
equity 2.181, 8.4-8.48
small companies 8.35-8.40
views of
Director 9.27-9.30
MKW 11.46-11.47
Severn Trent Water LTD 12.28-12.30, 12.38
South West Water Limited 12.41-12.43
Southern Water Services Limited 12.46—
12.47
Steele, Prof Nick 12.145
Thames Water 12.49-12.56
Wessex Water Limited 12.69-12.71
Y orkshire Water Services Limited 12.73
WACC 2.182, 8.55-8.57
(see also Financid projection)
Costs
CC reference costs 2.74, 2.211
recovery from developers, view of MKW 11.55—
11.57
Crafts, Prof Nick 7.50
(see also Europe Economics)
CSCs—see Customer Service Committees
CTRL—see Channel Tunnel Rail Link



Current cost accounting (CCA) 5.14, 5.16, App 5.7—
5.10
Current cost depreciation (CCD) 2.184-2.193, 5.30—
5.32
views of
Bristol Water plc 12.6
Director 9.31-9.36
MKW 11.48-11.50
Customer Service Committees (CSCs) 3.39-3.40
Customers
charges schemerights 4.9-4.10
interests of 3.39
MKW area 2.6, 2.60, 3.41-3.43, 3.46-3.49
other 4.6, 4.10
protection 2.58
representation 3.39-3.40
views of
Folkestone and Dover Water 12.15
Southern CSC 12.74-12.77
Wessex Water Limited 12.61
vulnerable 4.10

Debt, cost of 2.181, 8.49-8.53
Debt share 2.181-2.183, 8.54-8.56
Demand, domestic 3.51, 6.85
Department of the Environment, Transport and the
Regions (DETR)
documents
Raising the Quality (Sept 1998) 2.39, 3.29,
6.60, 10.3, 10.10, 12.28, App 6.1
Water resources and supply: Agenda for
Action (formerly DoE) (Oct 1996) 10.18
Water Supply (Water Quality) Regulations
1989 (as amended) 3.15
regulatory agency 3.12-3.14
views 10.2-10.7
(see also Drinking Water Inspectorate)
Depreciation—see Current cost depreciation
Determinations
conclusions 1.3-1.13
disputed 2.23-2.28
interim 4.13-4.23
interim determination 2.13, 2.15
MKW by CC 2.31-2.38
MKW by Director 2.23-2.28, 2.46-2.49, App 8.9
MKW dispute reasons 2.50-2.54
Periodic Review by Director 2.10, 2.39-2.45
principles 2.29-2.30
projections—see Financial projections
views of
CAA 12.83
NCWJ12.88
Wessex Water Group 12.60-12.61
water infrastructure charge 1.9-1.10
DETR—see Department of the Environment,
Transport and the Regions
DGM—see Dividend growth model
Director General of Water Services (Director)
capital efficiency adjustments 6.161-6.168
capital investment—see Capital investment
CCreferral 2.1, 2.20-2.21, App 1.1-1.2
comparative competition approach 2.18
CSCs appointment 3.39
customer protection 3.39
determinations
dispute by MKW 2.23-2.28, 2.50-2.54
infrastructure charge 2.25, 2.209
issuesrelevant to K 2.55-2.195
MKW 1.3-1.13, 2.46-2.49
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Director General of Water Services (Director),
determinations (contd)
powers and duties 2.29-2.30
efficiency studies 6.122-6.152, 7.48-7.63, App
6.6, App 7.1-7.3
environmental obligations 2.41
(see also Quality enhancement)
licence conditions, modification 1.11-1.13, 2.10,
2.19,2.27
logging up mechanism 4.23
operating expenditure—see Operating
expenditure
Periodic Review 2.10-2.11, 2.12, 2.39-2.45
(see also Periodic Reviews)
projections App 8.9
quality obligations 2.39, 2.41, 7.78, App 7.5
regulation responsibility 2.7, 2.21, 3.8-3.11
service perfomance adjustment 2.196-2.208
statutory duties 2.29-2.30, 2.56-2.58
views 9.1-9.53
(see also Interim determinations)
District metering areas (DMASs) 6.95-6.96
Dividend growth model (DGM) 8.4, 8.41-8.44
Dividends, MKH/MKW 5.10
DMAs—see District metering areas
Domestic consumption, MKW area 3.51
Drinking Water Inspectorate (DWI) 2.7, 3.15
views 10.8-10.16
Drinking water quality 3.12-3.14
views of
DETR 10.3-10.7
DWI 10.8-10.16
DWI—see Drinking Water Inspectorate
Dwr Cymru Cyfyngedig, views 12.58-12.59

EA—see Environment Agency
Econometric modelling—see Efficiency
Economic regulation
background 2.2-2.5
circumstances of company 2.60-2.63
Director’srole 3.8-3.11
history 3.18-3.22
water companies 2.8-2.21
EE—see Europe Economics
Efficiency 1.8
capital efficiency adjustments 6.122-6.161, App
6.6
catch-up adustments 6.122, 6.127-6.128,
6.139, 6.144-6.148
cost base analysis 2.169-2.172, 2.173-2.176,
6.129-6.138, 6.143, 6.148, 6.156-6.159,
6.161-6.162
determination by
CC 6.161-6.168
Director 6.122-6.152
frontier adjustments 6.125, 6.149-6.152
views of, MKW 6.153-6.159
capital expenditure 2.165-2.179
capital investment 2.165-2.179
comparative competition approach 3.21-3.22,
6.127-6.148, 7.55-7.63, App 6.6, App 7.2
econometric modelling 2.157-2.158, 6.127,
6.140, 6.160, 7.50-7.57, App 6.6, App 7.2—7.3
assessment by CC 6.161-6.162
assessments by CC 2.161-2.163, 2.175—
2.176
determination by Director 2.153-2.154,
2.157-2.158, 6.141-6.143



Efficiency, econometric modelling (contd)
views of
Bristol Water plc 12.4-12.5
Dwr Cymru Cyfyngedig 12.58
MKW 2.61, 2.159-2.160, 2.173-2.174,
6.160
efficiency improvement
assessment by CC 7.70-7.73, App 7.3
catch-up, less efficient companies 7.55-7.63
determination by Director 7.48—7.63, App
7.1-7.3
Ofwat’sanalysis App 7.2
views of, MKW 7.64—7.69
employee efficiency 7.74-7.77, App 7.4
operating expenditure 2.153-2.164, 7.48-7.77
price capsincentive 4.13
savings in water industry 7.50-7.54
staffing 7.74-7.77, App 7.4
views of
Director 2.43-2.44, 9.25-9.26
Dwr Cymru Cyfyngedig 12.59
Folkestone and Dover Water 12.16
MKW 11.35-11.36, 11.36-11.45
NWG 12.18-12.21
Water UK 12.115-12.117, 12.121-12.124
(see also Capital investment; Capital mainten-
ance expenditure; Operating expenditure)
Employee efficiency 7.74-7.77, App 7.4
Environment Act 1995 4.8
Environment Agency (EA) 2.7, 3.16-3.17, 6.85-6.86
A Price worth Paying (May 1998) 10.23
charge and business rates 7.52
views 10.17-10.25
water abstraction licensing authority 3.17
Environmental standards 3.12
Equities
investment risk 8.4-8.48, App 8.2
risk-free rate 8.7-8.16
Equity cost—see Cost of capital
Equity risk premium (ERP) 8.4, 8.17-8.30
ERP—see Equity risk premium
Essex and Suffolk Water 3.6
Europe Economics (EE) 7.50-7.52
Europe Economics and Prof Nick Crafts, Water and
sewerage industries: general efficiency and
potential for improvement (Oct 1998) 2.155, 7.50,
App 7.1

Financia issues
cost of capital 2.181-2.193
(see also Cost of capital)
taxation 2.194-2.195, 5.29
views of
Director 9.27-9.42
MKW 11.46-11.53
NWG 12.18-12.24
(see also Broad equivalence)
Financia performance—see Mid Kent Holdings plc;
Mid Kent Water plc)
Financia projections 8.58-8.62, App 8.4-8.5
CC andlysis 8.63-8.64
comparison 8.63-8.65
Director 8.63, App 8.8
MKW business plan 8.63, App 8.9
views of Severn Trent Water Ltd 12.33-12.37
Financia ratios
MKH 5.7
MKW 5.12, 5.21-5.24
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Folkestone and Dover Water Services Limited 3.43,
3.45
views 12.10-12.16
Formulae
ChargesLimit 4.2
WACI 4.4, App 4.1

Gearing, views of Director 9.38
Gravesham Borough Council, views 12.78

HCA—see Historical cost accounting

Hinch, Catherine A, views 12.132

Historical cost accounting (HCA) 5.1, 5.7, 5.12-5.13,
5.15, App 5.5-5.7

Hudgell, N, views 12.133

Infrastructure, MKW capacity 3.48-3.49
Infrastructure accounting 5.28-5.32
Infrastructure assets
capital maintenance 2.90, 2.94-2.108
pipes renovation/replacement 6.58, 6.61
(see also Capita maintenance expenditure)
Infrastructure charge 2.209-2.210
determination by CC 1.9-1.10, 2.25, 2.36
determination by Director 2.25
views of Director 9.46
views of MKW 11.54
Infrastructure charges 6.80, App 6.4
price regulation 4.29-4.31
Interim determinations 2.13, 2.15, 4.13-4.23, App
21, App4.2
calculation 4.19-4.22
water price regulation 4.13
(see also Determinations; Periodic Reviews)

K—see Adjustment factor (K)

K periods (K1, K2, K3) 2.12-2.13, 3.26, 3.32
KCC pension scheme 2.70, 2.74-2.75, 7.15
Key financial ratios—see Financial ratios

Licence—see Appointment

Lindsay, A E, views 12.134

Loftus, K M J, views 12.135-12.136

Logging up mechanism 2.17, 4.23

London Economics (LE), Report on the cost of
capital: Position of small companies (Periodic
Review for MKW) (Jan 1999) 9.28

Market to asset ratios (MARs) 8.45-8.47
MARs—see Market to asset ratios
Materiality amount 4.17-4.18
Materiality threshold 1.12, 2.16-2.17, 2.27, 2.37,
App 4.2
Measured basket 4.4-4.5
Mergers, CC referral 2.18, 3.21, 5.9
Metering
CC assessment 2.129-2.134
charges schemes 4.9-4.10
determination by Director 2.125-2.127
freeinstallation (1999 Act) 2.48, 2.124
history 2.124-2.128
MKW charges 3.52-3.53
operating expenditure 7.30-7.36, App 6.5
optancy issue 2.125-2.130
optional 4.11-4.12, 6.100, App 6.5
(see also Capital investment, optional
metering)
views of DETR 10.4



Mid Kent Holdings plc (MKH) 2.6
beta estimates 8.32-8.33
financial performance 1996-2000 5.7-5.11, App
5154
history 5.2-5.6
share capital 5.5-5.6, 5.11
small company equity premium 8.35-8.40
Mid Kent Water plc (MKW)
area 2.6
area borders 3.43
asset beta assumption 8.34
bad debtsissue 2.34, 2.72, 2.74, 2.76-2.79
(see also Bad debits)
businessrates 2.74
capital value—see Capital value; Regulatory
capital value
charging structure 3.52-3.53, 4.74.11
cost base analysis criticism 2.173-2.174
customers 3.39-3.40, 3.50
determinations
CC2.31-2.36
Director 2.46-2.49
dispute, company’ s reasons 2.50-2.54
efficiency issue 2.159-2.160
financial performance 1996-2000 5.10
capital expenditure 5.19
CCA basis5.14, 5.16, App 5.7-5.10
debt analysis 5.17-5.18
HCA basis 5.12-5.13, 5.15, App 5.5-5.7
key financial ratios 5.12, 5.21-5.24
net cash flow operations 5.20
net operating assets 5.17-5.18
operating expenditure 5.16, 5.20
turnover 5.15
functions 2.6
history 2.3, 2.6, 3.40-3.42, 5.2-5.3
interim determinations mechanism 4.13, App 4.2
leakage control 6.25, 6.31, 6.34, 6.36, 6.40, 6.91—
6.93
meter optancy issue 2.32
(see also Metering)
operating expenditure—see Operating
expenditure
porous pipes issue 6.25-6.26, 6.40
quality enhancement obligations 6.58-6.68
regulatory accounting requirements 5.25-5.36
revenue, metering effects 4.11-4.12
service performance scheme 2.196-2.209
share capital 5.5-5.6
shipwreck clause 2.16
views 11.1-11.62
water resources 3.43-3.44, 3.46-3.49
water supply network 3.45, 3.46-3.49
(see also Capital investment programme MK W)
MKH—see Mid Kent Holdings plc
MKW—see Mid Kent Water plc

National Association of Citizens Advice Bureaux
(NACAB), views 12.83

National Campaign for Water Justice (NCWJ), views
12.84-12.88

National Economic Research Associates (NERA)
8.25

Nationa Environmental Programme (NEP), views of
EA 10.25

National Trust, views 12.104

NCWJ—see National Campaign for Water Justice

NERA—see National Economic Research Associates
Net Earnings Survey (NES) 7.12
Net present value (NPV) 4.24
Non-infrastructure assets
capital maintenance 2.109-2.116
quality enhancement investment 6.59-6.60
Northumbrian Water Group Plc (NPG), views 12.17—
12.27
Notified Items 1.11, 1.13
definition 2.13, 4.14
interim determinations 4.14
meter issue 3.38
tax change option 2.190
views of Director 9.6-9.7, 9.47
Notional water bill 4.8
NPV —see Net present value
NWG—see Northumbrian Water Group Plc

Office of Gas and Electricity Markets (OFGEM),
views 12.97-12.103
Office of National Statistics, New Earnings Survey
App 7.4
Ofwat (Office of Water Services)
capital maintenance econometric models 6.141—
6.143
documents
1993/94 Report on the cost of water
delivered and sewage collected (Dec 1994)
App7.2
1997-98 Report on water and sewerage
service operating costs and efficiency (Dec
1998) App 6.6, App 7.2
1998-99 Report on water and sewerage
service operating costs and efficiency
(March 2000) App 6.1, App 7.2
1999 Periodic Review: approach to
supply/demand balance expenditure and
revenues, RD7/99 (March 1999) 6.101, 7.3
1999 Periodic Review, MD124 (Feb 1997)
3.28,9.33
19992000 Report on tariff structure and
charges (May 1999) 4.8
Approval of companies charges schemesin
2000-01, MD152 (Sept 1999) 4.7, 4.8
Assessing the scope for future improvements
in water company efficiency: a technical
paper (April 1998) 3.30, 7.57, App 6.6, App
72
Assessment of the overall service provided to
customers, MD139 (Sept 1998) App 7.5
Business plans for the 1999 Periodic Review
RD26/98 (Sept 1998) App 7.4
Current cost depreciation: consistency
across companies, MD113 (Dec 1995)
2.186, 5.30
Efficiency assessments: econometric models,
RD2/99 (Jan 1999) 7.57, App 6.6, App 7.2
Final determinations; Future water and
sewerage charges 2000-05 (Nov 1999)
2.39, 2.41, 3.37, 3.40, 4.16, 9.28, 9.32, 9.37,
10.13, 11.16, App 6.5-6.6, App 7.5
Future charges for water and sewerage
services: the outcome of the Period Review
(July 1994) 12.143
Future water and sewerage charges 2000—
05: draft determinations (July 1999) 3.36
Guidelines for Mains Condition Grades (Mar
1998) 2.102, 6.26, 6.36



Ofwat (Office of Water Services), documents (contd)
Levels of service—setting performance
standards, responses to RD19/98|, RD26/98
(Aug 1998) App 7.4
Licence modification—Condition B, MD157
(Jan 2000) 9.52
Maintaining serviceability to customers
MD161 (April 2000) 6.41, App 6.2
Paying for Growth 6.88
Prospects for prices: a consultation paper on
strategic issues affecting future water bills
(Oct 1998) 2.39, 3.32—3.33, 8.47, 9.10,
9.13, App 7.5
Setting the quality framework: An open |etter
(April 1998) 3.34, 10.9
Tariff Sructure and Charges 200001
Report (May 2000) 4.8
The framework for setting prices, MD145
(March 1999) 11.16, 12.11, 12.13, App 7.5
The outcome of the Period Review (July
1994) 12.143
The proposed framework and approach to
the 1999 Periodic Review: a consultation
paper (June 1997) 5.30, 9.37, 10.8
responsibilities 2.7
(see also Director General of Water Services)
Operating expenditure (opex) 2.64-2.89, 7.1-7.77
bad debts charge 2.74, 2.76-2.79
base service 2.66-2.73, 7.5
assessment by CC 2.74-2.80, 7.14-7.19
determinations by Director 2.44, 2.66-2.73,
7.9-7.13
pension contributions 7.13-7.16
(see also Pension contributions)
proposals by MKW 7.6-7.8
enhanced security of supply 7.40-7.47
enhanced service levels 7.40-7.44
assessment by CC 7.45-7.47
determination by Director 7.44
views of MKW 7.40-7.42
MKW 1996-2000 5.16, 5.20
quality enhancement 2.81-2.83, 7.21
assessment by CC 2.84, 7.27-7.28
determination by Director 7.25-7.26
proposals by MKW 7.22
views of
DWI 7.23
EA 7.24
summaries
Director’s position 7.3
MKW’s position 7.4
supply and demand
assessment by CC 7.35, 7.39
determination by Director 7.32—7.34, App
6.5
new development and growth 7.29
optional meters 7.30, 7.32, 7.35
other than metering 7.36—7.38
proposals by MKW 7.31
supply/demand 2.85-2.87
assessment by CC 2.88-2.89
views of
Bristol Water plc 12.7
Director 9.23
MKW 11.26-11.28
opex—see Operating expenditure
Optiona metering—see Capital investment;
Metering; Operating expenditure
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Po adjustment 2.31, 2.41, 8.64-8.66
Pension contributions 2.67, 2.69-2.70, 2.74-2.75,
7.8,7.13,7.14-7.15
Periodic Reviews 1.5, 2.10-2.13
determinations by Director 2.39-2.45
MKW determination by Director 2.46-2.49
process of 3.23-3.38
views of
Director 9.10-9.16
NWG 12.24
Price—see Charges
Price regulation 4.1-4.29

Quality enhancement 6.19, 6.58-6.68, 7.21-7.28,
App6.1
capital expenditure 2.117-2.121
DETR responsibility 3.12-3.14
operating expenditure 2.81-2.84
views of
DETR 10.3-10.7
DWI 10.8-10.16
EA 10.17-10.25
Water UK 12.112-12.114, 12.118
(see also Capital investment; Operating
expenditure)

Raffield, A G, views 12.137-12.138
RA Gs—see Regulatory accounting guidelines
Railtrack plc, views 12.89-12.94
Rate of return, determinations by Director 2.43
RCV—see Regulatory capital value
Real unit operating costs (RUOC) 7.51, 7.52
Thereferences 1.1-1.2, 2.1, 2.22-2.28, App 1.1-1.2
Regulatory accounting guidelines 5.26-5.27
Regulatory agencies 2.7
DETR 3.12-3.15
Director General of Water Services 3.8-3.17
Environment Agency 3.16-3.17
Regulatory capital value (RCV) 2.17, 2.180, 5.5, 8.3
MKW 5.33-5.36
Regulatory requirements 2.2-2.21
Relevant Change of Circumstance 1.11, 2.13, 2.14—
2.17,4.154.16, 4.20, 4.23
Report on the scope for Widescale Adoption of
Lower Cost New Technologies and Practices in the
Water Industry, Babtie Group (Dec 1998)—see
Babtie Report
Retail pricesindex 1.4, 1.6, 1.9-1.10, 2.31, 2.32,
241,42
Revenue, charging formulae 4.5
Risk—see Asymmetric risk; Equities; Equity risk
premium
RPI—see Retail pricesindex
RUOC—see Red unit operating costs

Security and Emergency Measures Direction 1998
(SEMD) 2.148-2.151, 6.117-6.120, 6.121, 7.47,
App 6.3

SEEDA—see South East England Devel opment
Agency

SEM D—see Security and Emergency Measures
Direction 1998

Service i mprovements expenditure—see Capital
investment

Service performance adjustment 2.196-2.208, 7.78,
App 7.5

views of Director 9.17-9.19
views of MKW 11.16-11.19



Serviceability 6.23-6.26, 6.28-6.30, 6.41, 6.45, 6.49,
6.51, 6.52—6.54, App 6.2
Severn Trent Water Ltd, views 12.28-12.39
Sewerage tariff differential 4.8
Shares
MKH performance 5.10-5.11
MKW performance 5.10
Sheepwash, J, views 12.139-12.141
‘ Shipwreck clause’ 2.16
Small company equity premium 8.35-8.40
South East England Devel opment Agency, views
12.95-12.96
South East Water plc 3.6, 3.43
South Staffordshire Water 3.6
South West Water Limited, views 12.40-12.43
Southern Customer Services Committee 3.40
views 12.74-12.77
Southern Water Services Limited 3.43
views 12.44-12.47
Staffing 7.74-7.77, App 7.4
Standard Infrastructure Charge 3.53
views of Director 9.43
views of MKW 11.54
Statutory duties, views of MKW 11.20-11.21
Statutory water companies (SWCs) 2.2-2.3, 5.2
(see also Water only companies)
Steele, Prof Anthony, views 12.142-12.146
Stewart, Prof 7.59, 7.72, App 7.3
Stoneman, Prof 7.50
(see also Bosworth, Prof Derek and...)
Supply and demand
capital expenditure 2.90, 2.122-2.151, 2.165—
2.179
operating expenditure 2.85-2.89
views of
EA 10.17-10.25
Wessex Water Limited 12.62
(see also Capital investment; Operating
expenditure)
SWCs—see Statutory water companies

Tariff basket 4.2-4.6, 4.8-4.11, App 4.1
(see also Charges)
Tariff regulation 3.18
Taxation
financia modelling 2.182
infrastructure maintenance 2.194-2.195, 5.29
TFP—see Total factor productivity
Thames Water Utilities (Thames Water) 3.6, 3.43
views 12.48-12.57
Thistle Pipelines Ltd, views 12.147-12.148
Three Valleys Water 3.6
Top-down of bottom-up approach, views of Director
9.21-9.22
Total factor productivity (TFP) 7.51

Unmeasured basket 4.4-4.5
Utilities Buyers' Forum (UBF), views 12.105—
12.106

WACC—see Weighted average cost of capital
WACIl—see Weighted Average Charges Increase
Wageratesissue 7.7, 7.14, 7.17

WAs—see Water Authorities

WaSCs—see Water and sewerage companies
Water Act 1989 2.2-2.4, 3.3-3.5, 3.19

309

Water Authorities (WAs) 3.2-3.3
Water companies—see Water and sewerage
companies
Water industry
economic regulation 2.8-2.21
history 3.2-3.37
regulatory agencies 3.8-3.17
scope for savings 7.50-7.54
structure 2.2-2.5
(see also Tariff basket; Tariff regulation)
Water Industry Act 1991 1.1, 2.1, 2.8, 2.11, 2.14,
2.18-2.22,2.29-2.30, 2.142.2.11, 3.20, 6.74, 6.117
Water Industry Act 1999 2.48, 2.71, 4.7, 4.9, 4.11,
9.50
Water Industry (Charges) (Vulnerable Groups)
Regulations 1999 4.9
Water infrastructure charge 1.9-1.10
(see also Infrastructure charge)
Water only companies (WoCs) 2.3-2.4, 3.2, 3.3, 3.5—
36,52
economic regulation 3.19-3.20
ownership 2.5
statutory duties 2.8
water abstraction licence 3.17
Water price regulation—see Price regulation
Water quality—see Quality enhancement
Water resources 3.7, App 3.1
EA licensing authority 3.17
MKW area3.42, 3.46-3.49
River Medway Scheme 3.44, 3.47
supply capability requirement 2.148-2.151
views of Folkestone and Dover Water 12.10—
12.13
Water resources plan (WRP) 6.85-6.86, 7.24
views of EA 10.18-10.25
Water and sewerage companies (WaSCs) 2.2, 2.58,
3.36,5.2,5.33-5.35
average prices 2.12
background 3.6
economic regulation 3.18-3.22
ownership 2.5, 3.3, 3.5
water abstraction licence 3.17
Water supply, MKW network 3.46-3.49
Water tariff differential 4.8
Water UK
views 12.107-12.127
Waterfacts 2000 App 7.4
Water undertakers 2.4, 3.19-3.20
economic regulation 2.8
(see also Water only companies; Water and
sewerage companies)
Weighted Average Charges Increase (WACI)
formula4.2, 4.4, App 4.1, App 8.3
licence provision 2.9
(see also Charges; Tariff basket)
Weighted average cost of capital (WACC) 2.182,
8.55-8.57
Wessex Water Limited, views 12.60-12.71
Wimpey Homes arbitration 6.74
WoCs—see Water only companies
WRP—see Water resources plan; Water Resources
programme
WRPs—see Water Resource Plans

Y orkshire Water Services Limited, views 12.72—
12.73



