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Assurance of the Water Resource RCV 

22nd August 2018 

Dear Phil, 

Water companies are required to estimate and publish the economic regulatory 

capital value (RCV) of their water resources asset base.  

Ofwat asked companies to provide an early revaluation of their water resources 

assets and the current RCV of the existing asset base in 2017. It hopes this will 

bring transparency to the water resources market and potentially stimulate 

innovation and trading in water resources.  

Any change in water resources RCV will be offset by a matching change in the 

water network-plus RCV, so that the overall RCV is unchanged and customer bills 

are not materially affected. It is important that estimates are robust since Ofwat 

intends to use them in price setting.  

Companies may now revise their RCV estimates in their PR19 submissions, taking 

account of Ofwat's feedback from the early submission.  

We visited your offices in June to review your revised water resources RCV 

calculation, which you intend to submit to Ofwat. This letter sets out the scope of 

our audit, findings, and concluding assurance statement.  

Scope and approach 

We reviewed your revision of water resources RCV taking into account Ofwat 

feedback and our recommendations from our November review.  

Results and findings 

You showed us your Water Resources RCV for Ofwat submission; the allowance 

spreadsheet, date table commentary and PR19 submission supporting document. 

You showed how you have addressed Ofwat’s main point of feedback, in that you 

have revalued both the Water Resources and the Water Network Plus RCV.  

In our November audit we recommended that you check for and remove 

‘demolished’ assets from your water resources RCV; and we understand this has 

yet to be considered.  

Phil Wickens,  
Director of Regulation 
Wessex Water  
Claverton Down 
Bath 
BA2 7WW 

Your Reference 
EAPS-01 

Our Reference 
351224PR18 

22 Station Road 
Cambridge CB1 2JD 
United Kingdom 

T +44 (0)1223 463500 
F +44 (0)1223 461007 
mottmac.com 
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Assurance statement 

In my professional opinion, based on and to the extent disclosed by sampling 

carried out and as described above:  

1. Wessex Water’s water resources RCV allocation approach, which has not had 

any major changes since the initial submission, is reasonable and appropriate. 

2. Ofwat’s main recommendation from the early submission has been 

implemented, in that water resources and water network plus RCV has now 

been revalued in line with Ofwat's guidance.  

 

Andrew Heather 
Technical Assurer 
T 01223 463498 
 

andrew.heather@mottmac.com 
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Use of this document 

This document is issued for the party which commissioned it and for specific purposes connected with the above-captioned project 

only. It should not be relied upon by any other party or used for any other purpose. 

We accept no responsibility for the consequences of this document being relied upon by any other party, or being used for any other 

purpose, or containing any error or omission which is due to an error or omission in data supplied to us by other parties. 

This document contains confidential information and proprietary intellectual property. It should not be shown to other parties without 

consent from us and from the party which commissioned it.  

 

 


