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Background 

Scottish Water is a regulated water utility that operates in four year strategic 
review periods. The improvements and service that Scottish Water is delivering in 
the 2006-10 period, and the financing to deliver these improvements and service, 
were determined in 2005. Similarly, during the current year, Scottish Ministers will 
determine the objectives to be delivered during the period 2010-2014 and the 
Water Industry Commission for Scotland will determine the required financing.  
This financing will be met largely from customer charges, with the balance 
comprising loans from the Scottish Government. 
 
Capital Investment and Financing 

We have delivered a record investment programme over the 2006-10 period with 
over £700m being delivered in 2008/09 alone; a further c£700m of investment will 
be delivered in 2009/10. This investment is delivering improvements across 
Scotland and is supporting 40% of the current civil engineering industry.  
 
We expect that the investment programme that we will deliver in 2010-2014, at 
around £500m p.a., will be around 20% lower than in 2006-10. This lower 
investment programme has been envisaged since 2005, and is therefore not 
affected by the impact of the recession.  The reduction in required investment 
reflects the fact that many of the enhancements to improve drinking water quality 
and waste water treatment performance have now been made, and that the 
investment programme is increasingly focussed on capital maintenance and 
infrastructure upgrades.  As a consequence of this expected smaller investment 
programme, our demand for new borrowing from the Scottish Government will be 
lower than at present.  
 
However, until Scottish Ministers confirm their objectives and principles of 
charging for Scottish Water in the 2010-14 period, which is expected in September 
2009, we will not be certain as to whether the recession has had any impact in 
reducing our investment objectives or access to new government borrowing below 
what is currently envisaged. 
 
Recessionary Impacts 

As the depth and extent of the recession is very uncertain, we cannot be clear 
about the scale of the impact of the recession on Scottish Water. It is, however, 
already clear that the down-turn in new house building is reducing the demand for 
new connections to the water supply system; in the first quarter of 2009, we 
connected 39% fewer properties than in the first quarter of 2008. 
 

 



 

We expect that the level of non-collection of household income will increase as 
certain customers will be increasingly unable to pay their water bills. It is, however, 
too early to predict the extent of rising non-payment as our overall cash collection 
from customers in 2008/09 was at a similar level to that experienced in 2007/08. 
 
The other likely recessionary impacts are more related to the impact of macro-
economic factors such as inflation and interest rates on the way that we are 
financed, as our customer prices are linked to changes in the retail prices index. 
 
We expect that we will need to manage the full effects of the recession using the 
usual mechanisms that are available to a regulated utility, principally the scope to 
request an interim review of customer prices if circumstances change materially 
during the 2010-14 period. This can also affect our required new borrowing. 
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