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1. Water Trading

The Government, Ofwat and the 
Environment Agency are keen for water 
companies to trade water – moving 
water from where it is more plentiful to 
areas where it is more scarce with the 
aim of reducing the need to develop new 
water resources. Often water trading is 
achieved through bulk supplies, whereby 
water mains of two water companies are 
connected at the boundary.

Issues like drought restrictions in the South 
of England have raised the desire for more 
water trading. This may involve incentives 
for water companies to invest in water 
sources or link up their networks.

2. Current Position

South Staffs Water is surrounded by Severn 
Trent Water. We currently supply around 
10% of our water to them, mainly through 
a shared resource that we operate on 
the River Severn (at Hampton Loade). We 
also have a number of small bulk supplies 
both inward and outward and a variety of 
emergency only bulk supply points where 
we are able to either supply or receive 
water. Hence, we are already active with 
bulk supplies, albeit through historic 
agreements. 

We do not have the necessary unused 
infrastructure at the boundary to 
immediately supply significantly more 
water through our networks. In terms 
of water availability, we have a healthy 
resource position that has allowed us to 
avoid supply restrictions (e.g. hosepipe 
bans) during drought conditions, but 
the quantity of any spare water we may 
have is yet to be confirmed, as this will be 
the outcome of the reassessment of the 
supply demand balance (for more about 
the supply demand balance, please see the 
CCG briefing:  ‘Water Resource Planning’). 
That said, discussions are taking place with 
Severn Trent Water to determine if there 
is scope for more water trading, but it is 
unlikely the position will change in the next 
five years.

Hampton Loade Treatment Works
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3. Problems with 
Water Trading

It would appear sensible for more water 
trading to be encouraged, especially in 
the South East of England where water 
shortages are already occurring and 
additional population growth is expected 
to add further pressure on water supplies. 
However, there are many problems to 
overcome. These include:

•	 It	is	expensive	to	build	new	
infrastructure. In addition, water is an 
expensive product to transfer over large 
distances. These new assets would need 
to be used regularly or a large capacity 
payment received, as income from use 
at just peak periods would not make the 
investment financially viable. 

•	 Companies	may	struggle	to	agree	
commercial terms (some companies 
only want to pay the marginal cost). 

•	 Legal	agreements	are	needed	to	deal	
with responsibilities (including potential 
water quality problems) so that the risk 
and opportunities of water trading are 
clearly defined. A market code is due to 
be developed but will not be available 
for the next few years.

•	 Companies	prefer	to	own	and	operate	
their own assets to supply their 
customers rather than rely on others to 
do this.

•	 Companies	currently	focus	on	their	own	
targets rather than seeking to help solve 
problems at other water companies. As 
competition grows in the sector, this 
issue may escalate.

Ofwat has recognised that there are 
significant barriers and are considering 
changing the regulatory framework 
to allow companies to keep a higher 
proportion of the financial benefits that 
arise from water trading. At the moment, 
Ofwat is only talking about this in principle 
rather than revealing any detail. Until this 
uncertainty is overcome, it seems unlikely 
that an immediate increase in water trading 
activity will occur. 

4. Implications for Water 
Resources Management 
Planning

In the event of there being a deficit in the 
supply/demand balance within the 25 year 
planning horizon, we will consider water 
trading as an option to meet this deficit. 
This may seem obvious, but in reality, at 
previous price reviews this subject was not 
high profile. However, South Staffs Water 
is more likely to be a net exporter of water 
rather than a net importer. 

For more about Water Resources 
Management Planning, please see CCG 
briefing document:  ‘Water Resource 
Planning’.



ALC – Active Leakage Control.

AMP6 – Asset management plan for the 6th 
period since privatisation: 2015-20.

CRoW – Countryside and Rights of Way Act 
(2000).

Defra – Department for Environment, Food 
and Rural Affairs

Deployable output – The amount of water 
available to us to supply to customers.

DMA – District Metered Areas.

dWRMP – Draft Water Resources Management 
Plan.

EA – Environment Agency.

ELL – Economic Level of Leakage.

FBP – Final Business Plan.

fWRMP – Final Water Resources Management 
Plan.

Headroom – An amount of water added to 
allow for uncertainty in various elements of  
supply/demand forecasts.  

HWBD – Habitats and Wild Birds Directive.

Measured charges – Water bills charged by 
way of water registered through a meter.

Ml/d – Million litres per day.

NEP – National Environment Programme.

Ofwat  – Water Services Regulation Authority.

PCC – Per Capita Consumption.

PR14 – Price review undertaken in 2014 for 
2015-20 period.

RBMP – River Basin Management Plan.

SAC – Special Areas of Conservation.

SELL – Sustainable Economic Level of Leakage.

SPA – Special Protection Area.

SSSI – Site of Special Scientific Interest.

TUB – Temporary Use Ban.

Unmeasured charges – Water bills charged by 
way of rateable value.

Volumetric charge – Same as measured 
charge.

WAFU – Water Available For Use.

WFD – Water Framework Directive.

WIA – Water Industry Act (1991).

WRA – Water Resources Act (1991).

WRMP – Water Resources Management Plan.

Glossary


