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[bookmark: _Toc25672495]Introduction
This is the Portsmouth Water Bid Assessment Framework (BAF), it supports the bidding market for demand management, leakage services and water resources by giving third parties confidence that their proposals for addressing water resource issues will be assessed fairly. 
This document sets out the high level scope of works required to meet the requirements of the draft and final WRMP and invites third party bids to provide solutions which will influence the way in which the final WRMP is implemented.  This document also sets out how the bid process operates to ensure that assessment of third party bids adheres to the Company’s procurement strategy and Ofwat’s guidance  (Appendix 8: Company bid assessment frameworks) to ensure that the key procurement principles of transparency, equal treatment, non-discrimination and proportionality are met. The overall aim of the process is to identify more efficient providers of services, resulting in reduced costs and better value to customers.   
The bid assessment criteria complies with the requirements of the Trading and Procurement Code (TPC) and assures compliance with the Utilities Contracts Regulations 2016 (UCR16) and general competition law. 
This BAF should be read in conjunction with our: 
· Trading and Procurement Code, which sets out the policies, principles and requirements that will apply should we enter into a water trade has already published a Trading and Procurement Code.  It sets out the policies, principles and requirements that will apply when appointed water companies and third parties trade water with Portsmouth Water.  This has been approved by Ofwat and can be found on PRT’s website and Appendix 2. Adhering to the BAF is one of the key principles of the TPC and each cross-references the other. 
· Water Resources Management Plan (WRMP), a draft Water Resources Management Plan was published on PRT’s website in March 2018. This provides a view of the water resource situation in the Portsmouth Water region. This is further described in Section 3. The BAF underpins the efficient sourcing of water resources, demand management and leakage services to satisfy any requirements identified by the WRMP.  



[bookmark: _Toc25672496]Timeline for the WRMP and the Bid Process
The time line is split into 2 sections. Section 1 is the programme below which sets out the time scales for 3rd parties and incumbents to propose options which will influence the WRMP. Section 2 considers the longer term opportunities after the publication of the final WRMP. 
[bookmark: _Toc25672497][image: Image result for calendar icon]Section 1: Programme
5 March 2018	The Company published its Draft Water Resources Management Plan
[image: Image result for calendar icon]5 March 2018 	Start of the period for Bid Process
[image: Image result for calendar icon]25 May 2018	Closing date for Bid submissions

[image: Image result for calendar icon]Assessment of alternative proposals
[image: Image result for calendar icon]31 August 2018	The Company publishes its statement of response
[image: Image result for calendar icon]31 August 2018	WRMP is updated and submitted to Government 

[image: Image result for calendar icon]Next Stage of Procurement Process Commences
[image: Image result for calendar icon]2018 TBC	Final WRMP is published following Government Approval 
[bookmark: _Toc25672498]Section 2: Long-Term Opportunities
The Bid Assessment Framework remains open during the 2020-25 WRMP24 period to adopt opportunities from 3rd parties or other incumbents as they are identified. Each will be considered on their individual merit using the assessment criteria and compared to the other options detailed in the WRMP. Timescales for assessing 3rd party bids in-period will, at the very least, be aligned with those of WRMP24. However, where appropriate, such as in the case of innovative demand management and leakage services, bids may be assessed on a more rapid timeframe.  This complies with PRT Trading and Procurement Code - Principle 11: Consistency with the Company’s Bid Assessment Framework.
3rd party bids for activities related to demand management and leakage services are particularly encouraged due the scope for innovation and the scale of Portsmouth Water’s planned activity in this area. 



[bookmark: _Toc25672499]Scope of Works
Portsmouth Water described the water resource situation in our area in the revised draft Water Resources Management Plan that was published to DEFRA in September 2019. The document sets out how we will secure resilient water supplies for our customers in the next 25 years.  The document considers how much water we have available today, how much we need to supply in the future and then develop options to make up any difference.  The plans are updated every five years to make sure they always reflect the latest information, innovation and customer views.There has already been a considerable amount of consultation associated with the plan which includes the views of both our customers and the Water Resources in the Southeast Group which comprises:
[image: footer]
The Water Resources in the South East (WRSE) group will be publishing a regional Statement of Need (SoN) in February 2020. The statement will set out the water that we anticipate will be required in the future. It will be published at Water Resource Zone (WRZ) level which will provide potential third parties and new entrants the opportunity to explore the development of new solutions to meet regional and company supply demand deficits. This will not replace the company level Bid Assessment Frameworks, but it will complement them by providing potential new entrants with the regional overview of the company level requirements.
The WRMP works are split into two distinct sections. The first relates to Supply Side Schemes including works to maintain or improve the Water Resource Zone supply capacity.  The second relates to demand side management to avoid or reduce network losses and reduce consumption.  Detailed information is provided by the following all published on the Company’s website www.portsmouthwater.co.uk 
· Draft Water Resources Management Plan 2019,
· The Strategic Environmental Assessment of Draft Water Resources Management Plan, and;
· The Market Tables published on the Company’s Website (Market Information), Information around supply and demand information (need) and option costs is provided in the Market Information Tables. This data is updated regularly within the WRMP period.  
· PRT Trading and Procurement Code.

[bookmark: _Toc25672500]Supply Side Schemes
The Company has a number of supply side schemes to maintain or improve the production capability to cope with future demand.  These are listed by sources with options provided additional water either at the abstraction site or within the catchment area. 
· Source O Funtington	 1.8Ml/day
· Source J Worlds End 	12.5Ml/day
· Source H West Street	 2.0Ml/day
· Source C Northbrook	 4.0Ml/day
[bookmark: _Toc25672501]Demand Side Management
The company is expected to deliver a reduction in network losses of approximately 15% to achieve its leakage target of 29.5Ml/d by 2025.  To that end it requires a saving of 5.4l/d as a summation of the total leakage across its supply area. 
The company requires the delivery of water efficiency measures to save 1.6Ml/d by 2025.  This is expected to be applied to its entire customer base.  
For leakage and demand management we will remain open to solutions after the WRMP closing date if we wish to go out to the market to find other solutions.


[bookmark: _Toc25672502]The Tender Process. 
The Company has a defined process which can be found in Appendix 2 - Procurement Strategy.  The strategy sets out the generic process applied to procurement to ensure bid assessment is objective, fair and has sufficient Governance in place.  In addition, PRT’s Trading and Procurement Code (Approved by Ofwat) provides supplementary information on WRMP and water trading with which this documents complies.  
The process is designed to meet a number of objectives
· Compliance with PRT Trading and Procurement Code (Approved by Ofwat);
· Compliance with the Utilities Contracts Regulations 2016 (the UCR) and any amended versions as well as attendant procurement case law and relevant guidance;
· Compliance with competition law;
· Meeting the key principles of transparency, fair-competition and non-discrimination; 
· Meeting specific requirements of Ofwat’s Appendix 8: Bid Assessment Framework.  
· The Bid Assessment Framework will be applied even when contracts are below the financial threshold of procurement legislation 
The process outlines the key stages to be applied as follows 
	Stage 
	Purpose 
	Process 

	Project Initiation 
	To determine the best route to market or provision 
	Application of the assessment criteria and procurement strategy to determine 

	Market Sounding 
	This warms up the market and ensures that the requirement is known & understood.
It also enables PW to understand in response the market appetite and to explore potential solutions to be considered  
	Where applicable this will be commenced with a PIN notice which alerts the market of the opportunity. Where a PIN is not relevant  

	Contract Notice 
	
	The opportunity will be advertised openly (whether through the OJEU, on the PW website or through a relevant trade  publication)

	The Pre-Qualification Questionnaire
	This stage is a shortlisting of Tenderers based on expression of interest
	The pre-qualification questions are limited by the UCR and based on financial standing, technical capacity and experience alone. This process can be standardised as far as possible by use of the European Single Procurement Document and SQ (which in any event is mandated for some procurements)

	Governance Stage One 
	Recommendation of shortlist and approval of the ITT suite 
	This will be recorded, together will a full report, as part of the Audit process.

	ITT
	The invitation to Tender or negotiate will invite shortlisted Tenderers to make detailed submissions  
	The award criteria will be informed by the Bid Assessment criteria and will be fair, transparent and non-discriminatory. The award criteria and methodology will be published with the ITT

	Presentations
	To present the solution, clarify and “bring to life”
	These may or may not be scored but if they are scored this will be carefully moderated and control to ensure fair competition. 

	Evaluation and negotiation 
	To select the successful solution 
	PW will negotiate to optimise the bids and then invite (if necessary) final tenders. This is followed by the application of the published evaluation criteria and methodology by the assessors (see below)

	Governance Two 
	Award Decision 
	This will be recorded, together with a full report, as part of the Audit process. 

	Standstill and Award 
	To ensure Tenderers understand and are clear as to the reasons for success or failure 
	This will follow the UCR procedures (if relevant). All Tenderers will be given detailed feedback. This will comply with Regulation 101 of the UCR – the requirement to provide relative advantages and scores – irrespective of whether the procurement was UCR or not.  




Other methods of procurement 
	In house bids 
	Generally speaking in house provision will be competed against the market. However it is sometimes the case that in house provision is the more immediate, economic and efficient solution and that will be determined by applying the assessment criteria  In particular the following factors are relevant:
· Has market sounding been carried out to determine whether there is industry appetite and capacity?;
· Is there a willing market?
· Is there a time imperative or constraint?;
· Has the in house option been benchmarked recently?;
· Is there in house capacity that would otherwise be under deployed?

To avoid the potential favouring of in-house solutions, it will be ensured that the in-house team is treated comparably to the market, receiving no preferential treatment and receiving equivalent information at the same time. 

This will be strengthened by:
· having a separate team that has a procurement focus which will have oversight and ensure that the process is administered in a fair and transparent way
· ensuring that the team developing the in-house solution are not involved in setting the precise specifications of the project or programme

We will also ensure that 3rd party bidders can be confident that any sensitive material submitted will remain confidential and in-accessible to the in-house team. We would like to make clear that:
· Any in-house solution team will not have access to sensitive information from third parties 
· Relevant confidentiality and non-disclosure agreements will be put in place if required


	Frameworks 
	In some cases a framework may exist of suitable suppliers (e.g. Achilles or SCAPE).  Before a framework call off is made, the Bid Assessment Criteria will be used to determine that the framework is appropriate, both in terms of how it was advertised, how framework contractors were selected and its terms and coverage.

	Direct Awards
	Where a procurement is of low value, it may be appropriate, economic and efficient to make a direct award (i.e. without competition). Before a contract is awarded directly, PW will consider not only the value of the works, supply or services but also the risk profile, integration with other works and the whether the contract has an interface with stakeholders and customers 



Information
In order to ensure equal treatment, it is important that the market at large has sufficient information to ensure equal treatment and fair competition.  This will allow appropriate solutions to come forward and allow the wider industry to respond without discrimination. 
As well as the use of the Achilles procurement portal, we will publish details of current and future water resource, demand management and leakage activities on our website, alongside the Market Information Platform. The online market portal will include relevant bidding information and a frequently asked question section for potential bidders.  
A high level view of any 3rd party bids received will be published on the market portal and this will be refreshed at appropriate intervals throughout the 2020-25 period. 
Where beneficial, we will also hold ‘Supplier Days’ to inform suppliers about significant upcoming opportunities. 
3rd parties are welcome to contact us at any point, using the contact information on the website, to discuss potential solutions and to seek more information around opportunities. 
We welcome feedback from 3rd parties on any additional methods of making information available that would be of use to them.   
Conflicts 
Portsmouth Water has a detailed conflicts of interest policy to ensure the integrity of the procurement process that will be applied in all cases, will ensure appropriate information barriers, ensure that the process embeds equal treatment, and; is not discriminatory. 
Assessors
Assessors for each procurement will be assembled form in house recourses but at least one assessor will be an external consultant.  Further, for major procurements, an external moderator or assurance role will be engaged, particularly if there is an in house solution. 
Feedback
Portsmouth Water recognise the importance of providing feedback to unsuccessful bidders and we commit to providing feedback as to why bids are rejected and how this aligns with published criteria. Should timescales allow, it is hoped that this will allow 3rd parties to review their bids and consider resubmission.
Appeal and Complaints 
3rd parties are able to appeal at each stage of the bidding process should their bid be unsuccessful. Appeals and complaints made pursuant to competition or procurement law have recourse through the courts.  However before a challenge escalates to that level, PW will attempt to resolve through escalation and meditation. 
Appeals and complaints that are not formal legal challenges will be handled in the first instance by Steve Morely (s.morley@portsmouthwater.co.uk) and escalated to PW Managing Director if necessary. 
PW will also put in place a process for mediation by an independent assessor if necessary where there is a potential conflict (for example where an in house bid is concerned)


[bookmark: _Toc25672503]Expressions of Interest
The Pre-Qualification stage is there to identify interested parties, their technical, managerial and resource capability and their current financial position.  To that end, Suppliers will be asked to complete a pre-qualification questionnaire in a form broadly equivalent to the European Single Procurement Document (ESPD), which in turn is derived from the UCR 2016 (and parts of the PCR which the UCR incorporates).
The PQQ Evaluation Process is in three stages:
PQQ Stage One - Completeness and Compliance

An assessment will be undertaken in order to identify any applicant who shall be disqualified in accordance with the mandatory or discretionary selection criteria provided in the UCR 2016.  Potential providers will also be assessed to determine that there are no irreconcilable conflicts of interest.  Following confirmation that the potential Applicant is eligible to participate in the procurement process, Portsmouth Water will then establish whether the Applicant has complied with information requirements, responded to all questions and signed the relevant confidentiality and compliance undertakings.  Applicants who are found not to have provided a complete and compliant response may be rejected, and those rejected will not progress to the next stage of the evaluation process.

PQQ Stage Two - Detailed Assessment and Short List Selection

All applicants that have passed the Stage One assessment will be evaluated in accordance with the detailed assessment, conducted using the responses to the sections of the PQQ seeking their experience and capacity.  These sections are either pass/fail or scored and include important values such as health and safety and modern slavery.   

PQQ Stage Three - Final Assessment

Where an Applicant has submitted a complete and compliant response as confirmed in the Stage One assessment and has been selected to progress to the Invitation to Tender stage in the Stage Two assessment, Portsmouth Water will undertake an assessment of responses to the financial suitability of the Applicant, which will be assessed upon Pass/Fail criteria. 

For the avoidance of doubt, the Final stage assessment will be conducted after the Stage Two assessment and only those suppliers who Portsmouth Water intends to invite to tender will proceed to the Final stage, and this will be reflected in the information provided within the notification sent to unsuccessful applicants.  


[bookmark: _Toc25672504]The Tender 

[bookmark: _Toc25672505]Tender Evaluation 
Evaluation will rarely be price alone and will balance a price/cost ratio to arrive at the most economically advantageous tender.  The ITT will set out detailed criteria and sub-criteria with weightings.  The criteria will be set so as to ensure equal treatment and fairness and will draw on the assessment criteria in Appendix A to the extent relevant.  The criteria will be fair and proportionate.  In addition to the criteria a detailed methodology will be provided and made available to all Tenderers.  The evaluation will comply with this stated methodology. 
The methodology will be compliant with procurement law and structured to arrive at the most economically advantageous tender.  The criteria will take account of and draw from the methodology for selecting WRMP options, as described in section 1.5 of the Draft Water Resources Management Plan 2019.  In order to ensure consistency and where necessary, the modelling of solutions will be by the same methodology used for the options.  However, other criteria will also be applicable for selecting the successful Tenderer that are specific to the bid stage of the process (such as methodology and pricing).  These criteria will be project specific but in all cases will be fair, transparent and ensure equal treatment. 
[bookmark: _Toc25672506]Conditions Applicable to All Stages of the Process
Following the evaluation of bids in line with the Procurement strategy, the supplier will be notified of his progression to the next stage or that they have been unsuccessful. 
Portsmouth Water will reserve the right to request additional information from a supplier at any stage.  Failure to provide this information could result in the bidder’s disqualification.  In addition disqualification may also occur where referees cannot corroborate, validate or clarify information provided.  
No information contained in this Bid Assessment Criteria or in any communication made between Portsmouth Water and any Applicant in connection with this process, will be relied upon as constituting a contract, agreement or representation that any contract shall be offered in relation to this Bid.
[bookmark: _Toc25672507]Sales/ Advertising Information
No company advertising or sales information should be submitted with the response.  Any information provided will not be read or evaluated. 
[bookmark: _Toc25672508]Bidders’ Costs
Portsmouth Water will not be responsible for any financial outlay incurred as a result of preparing the submission at this or any future stage in the process.  External Tenderers participate at their own cost, risk and expense and this is normal in the procurement market. 
However in order to ameliorate the market’s concerns and to ensure openness and fair competition, the following measures will be adopted:
· Tender processes will be as streamlined as possible without unnecessary stages which increase Tender costs;
· Each Tender process of any significance will be commenced with a Tenderer information day or “hot start” in order to assist the market in understanding the requirement;
· Standard documents (where applicable also market standard) will be deployed to ensure that Tenderers are able to reuse material without having to redraft standard answers (for example in relation to mandatory rejection criteria as set out in the UCR);
· Deploying Self certification and self-cleansing where appropriate in keeping with Government procurement guidance. 

[bookmark: _Toc25672509]Questions 
All questions should be emailed directly to s.morley@portsmouthwater.co.uk
The Company will respond in line with its procurement strategy.  Questions received will be circulated to other bidders along with the Company’s response. 
Questions received using any other method (other than that specified above or on the company’s Market Information Portal) or to any other employee will not be answered.  The questions will be logged which will be added to during the bid process. 
[bookmark: _Toc25672510]Protection of Commercial Information 
We recognise the importance of maintaining the confidentiality of commercial information and we will designate a role within the BAF team to oversee aspects related to commercial confidentiality. Our in-house solutions team will have no access to this information. We will agree with the third party what information should be protected as commercially sensitive. 
Any request for withholding of information due to perceived commercial sensitivity would be subject to scrutiny. It would not normally be acceptable for all of the information provided to be classed as commercially sensitive as this practice would be too restrictive and some of the information may be freely available in the public domain, or the information could be available from an alternative source. 
The sort of information which might be classed as commercially sensitive includes pricing information such as rates, personal information such as names of individuals, patent application and customer details. We will protect the commercially sensitive information with a confidentiality or non-disclosure agreement. 
This would generally be a Unilateral NDA which protects the bidder only. However, in some cases we may employ a Bilateral agreement or in cases where two or more bidders work together to provide an integrated solution we may employ a Multilateral agreement. We will put in place procedures to manage commercially sensitive information in relation to digital security of information. Access to electronic hard copy files will be within a secure area with access available only to persons with direct need for evaluation or implementation.

[bookmark: _Toc25672511]Appendix 1 – Bid Assessment Criteria. 
These criteria are set out here to reflect the WRMP options criteria.  They also apply to the planning stages, PQQ and Award criteria but will have greater or lesser applicability to each stage.  For example, information criteria will be relevant only to PQQ whereas others are more applicable to Tender evaluation. 
[bookmark: _Toc25672512]Bid Assessment Criteria (Supply Side)
	Information Grouping
	Data Required

	Option Details
	Company

	
	Option Name

	
	Option Reference

	
	Option Description

	
	Resource Type (Raw/ Potable)

	
	Deployable Output (Ml/d) for Dry year average and dry year critical period

	
	Option earliest start date

	
	location of solution and connection point into PRT network

	
	Coordinates

	
	An assessment of the risk and uncertainty associated with the option, including the likelihood and impact of reducing yield due to climate change, environmental constraints and the occurrence of drought


	Security and Resilience
	For the occurrence of drought , describe and demonstrate the resilience of the option to severe drought, including the nature and severity of droughts that have been tested; as a minimum we expect that it would provide resilience to drought with an approximate 0.5% chance of annual occurrence


	
	An assessment of the flexibility of the option to adapt to future uncertainty

	
	An explanation of whether the option depends on an existing scheme, or is mutually exclusive with another scheme

	
	Any factors or constraints specific to the option

	
	Water quality data to be provided by the bidder if they are an incumbent water company to all for a DWSP risk assessment on discoloration, nitrates, pH, and disinfection by-products, sufficient to meet the requirements of Regulation 15 of the Water Supply (Water Quality) Regulations 2016 (in England), and to allow us to undertake an assessment of the potential impact of mixing of different water types within our distribution network


	Operational Regime
	Description of how the option will be utilised. E.g. id the bulk export to be a 365 days per year, or is only required in drought etc Enough information on how it will be operated to allow the WRP tables to be completed. 


	Cost Information
	Bulk Export Cost £/Ml




	Strategic Environmental Assessment
	Guide Questions

	1. To ensure the protection and enhancement of biodiversity, priority habitats and species
	Will the option protect and enhance priority species, habitats and sites designated for their nature conservation value? 

	
	Will the option protect and enhance non-designated sites and local biodiversity?

	
	Will the option provide opportunities for new habitat creation or restoration and link existing habitats as part of the development process?

	
	Will the option protect and enhance coastal and marine habitats and species?

	
	Will the option result in a change in the quality of habitats due to changes in groundwater/river water quality or quantity?

	
	Will the option affect riparian vegetation structure?

	2. To ensure the appropriate and efficient use of land and protect soil quality and geodiversity
	Will the option minimise the loss of best and most versatile agricultural land? 

	
	Will the option protect and enhance soil health?

	
	Will the option minimise conflict with existing land use patterns?

	
	Will the option minimise land contamination? 

	
	Will the option utilise previously developed (brownfield) land?

	
	Will the option protect and enhance protected sites designated for their geological interest and wider geodiversity?

	3. To protect and enhance water quality and surface and groundwater resources and the ecological status of water bodies
	Will the option minimise the demand for water resources?

	
	Will the option protect and improve surface water, groundwater and coastal water quality?

	
	Will the option result in changes to river flows? 

	
	Will the option result in changes to groundwater levels?

	
	Will the option prevent the deterioration of Water Framework Directive (WFD) waterbody status (or potential)?

	4. To reduce the risk of flooding
	Will the option have the potential to cause or exacerbate flooding in the catchment area?

	
	Will the option have the potential to help alleviate flooding in the catchment area?

	
	Will the option enhance water infiltration and retention?

	
	Will the option be at risk of flooding or be affected by flooding, if it occurred?

	5. To limit the causes and effects of climate change and increase resilience to the consequences of climate change
	Will the option reduce vulnerability to the effects of climate change by appropriate adaptation?

	
	Will the option increase environmental resilience to the effects of climate change?

	
	Will the option reduce or minimise greenhouse gas emissions? 

	
	Will the option deliver new infrastructure that is energy efficient or makes use of renewable energy sources?

	6.To maintain and enhance the economic and social wellbeing of the local community
	Will the option ensure sufficient infrastructure is in place for predicted population increases?

	
	Will the option create local employment opportunities?

	
	Will the option support the local and regional economy?

	
	Will the option ensure that an affordable supply of water is maintained and vulnerable customers protected?

	
	Will the option avoid disruption through effects on the transport network?  

	7.To ensure the protection and enhancement of human health
	Will the option ensure the continuity of a safe and secure drinking water supply?

	
	Will the option ensure that surface water and bathing water quality are maintained within statutory standards? 

	
	Will the option adversely affect human health by resulting in increased noise and/or adverse effects on air quality?  

	
	Will the option affect opportunities for recreation and physical activity?

	8. To promote the wise use of resources 
	Will the option minimise the demand for raw materials?

	
	Will the option lead to reduced leakage from the supply network?

	
	Will the option improve efficiency in water consumption?

	
	Will the option seek to minimise the demand for raw materials?

	
	Will the option reduce or minimise energy use?

	
	Will the option promote the re-use and recycling of waste materials and reduce the proportion of waste sent to landfill?

	
	Will the option promote the use of sustainable design and materials?   

	9. To conserve and enhance cultural and historic assets
	Will the option conserve or enhance the historic environment, including heritage assets such as historic buildings, conservation areas, features, places and spaces, and their settings?

	
	Will the option conserve or enhance archaeological sites and/or remains?

	
	Will the option affect public access to, or enjoyment of, features of cultural heritage?

	10.To conserve and enhance landscape character and other protected features
	Will the option minimise adverse visual impacts?

	
	Will the option avoid adverse effects on, and enhance where possible, protected/designated landscapes (including woodlands), townscapes or seascapes such as National Parks or AONBs be avoided?

	
	Will the option affect public access to existing landscape features?



[bookmark: _Toc25672513]
Bid Assessment Criteria (Demand Side)
	Information Grouping
	Data Required

	Option Details
	Company

	
	Option Name

	
	Option Reference

	
	Option Description

	
	Type (Metering/ Leakage/ Other)

	
	Option earliest start date

	Security and Resilience
	An assessment of the risk and uncertainty associated with the option, including the likelihood and impact of reducing yield due to climate change, environmental constraints and the occurrence of drought

	
	An assessment of the flexibility of the option to adapt to future uncertainty

	
	An explanation of whether the option depends on an existing scheme, or is mutually exclusive with another scheme

	
	Any factors or constraints specific to the option

	Water Quality
	Details of how Compliance with water quality regulations will be maintained (where applicable) e.g. Water Supply (Water Quality) Regulations 2016 (in England)

	Operational Regime
	Description of how the option will be implemented including how data will be managed

	Cost Information
	Unit Cost £/Ml

	
	Details of the benefits and costs and whether the option is costs beneficial

	
	The environmental and social impacts of the option. Including carbon.

	Strategic Environmental Assessment
	Guide Questions

	1. To maintain and enhance the economic and social wellbeing of the local community
	Will the option ensure sufficient infrastructure is in place for predicted population increases?

	
	Will the option create local employment opportunities?

	
	Will the option support the local and regional economy?

	
	Will the option ensure that an affordable supply of water is maintained and vulnerable customers protected?

	
	Will the option avoid disruption through effects on the transport network?  

	2. To ensure the protection and enhancement of human health
	Will the option ensure the continuity of a safe and secure drinking water supply?

	3. To promote the wise use of resources 
	Will the option minimise the demand for raw materials?

	
	Will the option lead to reduced leakage from the supply network?

	
	Will the option improve efficiency in water consumption?

	
	Will the option seek to minimise the demand for raw materials?

	
	Will the option reduce or minimise energy use?

	
	Will the option promote the re-use and recycling of waste materials and reduce the proportion of waste sent to landfill?

	
	Will the option promote the use of sustainable design and materials?   


[bookmark: _Toc25672514]Appendix 2 – Procurement Strategy References
The Company procurement strategy is given in the following documents: 

	

	PRT Procurement Strategy 

	

	PRT Trading and Procurement Code
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[bookmark: _Toc520378891]Introduction

PRT has a relationship with multiple suppliers and operates numerous contracts across the business. The way in which larger supplies, services and works contracts are procured under pins the overall Supply chain and is a core part of the business. The efficiency of procurement together with a transparent and consistent practice provides a platform upon which the Company and its suppliers can operate in a fair and equitable market. This document sets out the overarching framework of the Company’s procurement strategy for larger contracts and provides high-level information on the processes and governance measures. It also provides details of the bid assessment; identifying how the Company safeguards objective assessment and consistent assessment criteria.  Together this ensures the Company is compliant with the regulations and understands both the financial commitment and operational risks associated with its procurement activities. 

[bookmark: _Toc520378892]Background

As a utility, PRT’s procurement requirements are, to a degree, less constrained than the public sector which includes Government contracts and services and framework contracts awarded by Local Authorities and other Government bodies. However they do operate with the same openness and transparency principles applied but are certainly  more constrained than that of the private sector which has greater freedom to negotiate and operate a wider range of contracts. 

Requirements are often limited by regulation. In particular procurement of plant, materials and other equipment which are likely to come into contact with potable water must comply with Regulation 31 of the Water Supply (Water Quality) Regulations 2016 which implements Article 10 of the Council of the European Union Drinking Water Directive (DWD) in England and Wales for all chemicals and construction products used by water undertakers, from the source of the water, up to the point of delivery to the consumer’s building.

The Company’s civil, M&E capital investment and supplies framework contracts typically have long durations and involve significant expenditure and resources. The importance to the company in procuring these contracts in an equitable way is crucial to the success of the contract letting. Consequently, significant effort is placed in putting together an effective approach to procurement and in particular bid assessment. These collaborative contracts form the basis upon which this strategy is based. 

In addition, PRT is proposing the construction of Havant Thicket Winter Storage Reservoir (HTWSR) to provide a regional water resource solution to Customers of Southern Water. The reservoir is anticipated to be completed in 2029. Procurement forms a critical part of the project and the strategy is combined with other contracts to create a single corporate approach.  

[bookmark: _Toc520378893]Process

The process for procurement is set out in the process diagram (in appendix 1) attached but also has a descriptive commentary below which provides more details of each part of the process. 

[bookmark: _Toc520378894]Needs Identification

This can be in the form of products (supplies), services or construction/ engineering contracts. The identification of needs is typically developed by experts within the business. The specification is developed depending upon the requirements and risk. 

Typically, if the solution is known or the product (supply) identified, a detailed specification will be written. If the need is identified but the solution is not then the specification will be less detailed and at a high level. The specification, whether detailed or high level will balance the Company’s appetite for risk, cost and innovation. 

The needs identification will identify estimated or budget costs. This directly influences the risk and innovation elements but also identifies if the OEJU route of procurement is likely. 

PQQ and assessment criteria.

For any expenditure over £363,424 for supplies and services and £4,551,413 for works the OJEU process must be adopted under the Utilities Contracts Directive 2014/25/EU. 

If following the OJEU process is necessary then the procurement process below is followed. PRT reserves the right to bypass the PQQ stage and operate a straight to tender model; applying the TED OJEU route.

PRT typically uses Achilles (predominantly for specific Utilities related activities) or direct to the OJEU, through “TED”. Tenders Direct is the online version of the Supplement to the Official Journal of the European Union (OJEU) (typically for more generalized activities for example IT systems).

The PQQ will set out the following. 

· Section 1

· A description of the work, the volume/ quantity of the work and the anticipated approximate expenditure. 

· The term (duration of the Contract)

· The form of the contract (e.g. NEC 3/ 4)

· The process by which the procurement is bound by (e.g. Utilities Contract Regulations 2006)

· The programme for the award of contract

· Client contact information

· Supplier requests for further information

· Section 2

· Information and instructions for completion

· The return date and time of the questionnaire

· Applicant disqualification information. 

· Section 3

· Evaluation / Assessment procedure

· Assessment and selection process

· Summary evaluation matrix

· Any further important information

· Notification of the outcome of the PQQ assessment

· Clarification of the applicant’s responses

· Section4

· Prequalification return schedule

· Organisation information e.g. Name, Address, Company Reg No, 

· Main Contact information

· Legal status e.g. JV, Limited Company, sole trader, plc

· Use of supply chain to deliver the service

· Accreditations e.g ISO9001, 18001, 27001 

· Offences declaration mandatory (e.g convictions for bribery, fraud, money laundering)

· Declaration discretionary (e.g. bankruptcy, winding up orders, unable to pay debt)

· Declaration – Conflicts of interest.   

· Management Capability (supplier provides written examples of policies, procedures and management team. Limited to xx sides in font xx)

· Technical Capability (supplier to provide written examples of resources and how the service is to be provided)

· Case Studies the supplier will provide x number of case studies each being x sides of A4

· Assessment of managerial, technical capability and case studies

· Financial assessment (this should include audited accounts, turnover and the following:

· Accredited financial Rating

· Turnover

· Pre-tax profit

· Net current assets

· Long term liabilities

· Shareholder funds

· Called up share capital

· Net cash flow from operations

· Increase in cash

· Auditors comments

· Gearing

· Return on capital employed

· County Court Judgements



· Insurance

· Health & Safety Questionnaire

[bookmark: _Toc520378895]Evaluation. 

In addition to the accredited financial reports, chosen Suppliers must either be registered with Achilles or have access to the OJEU Tenders (TED). The Company uses the Achilles process for the specific utilities based activities as part of its assurance of compliance with the Utilities Regulations Act 2006, the extensive lists of suitable tenderers and the overall Supplier compliance that it provides including financial reports and audited supplier information. 

If the Company has both internal and external bids, the assessment team will be separate from either to retain impartiality. If the needs specification does not have an internal bid then the assessment team will be formed from procurement personnel and those involved in the compiling the PQQ. 

To ensure objectivity is maintained when assessing the bids. Each member of the assessment team will be provided with a scoring sheet. He or she will review the documentation and provide a score against each of the criteria. The scores for each of the team will then be compared and debated with a final, team, score being given. This methodology removes any unconscious bias and corrects anything missed or not considered by a team member. 

Notification of next round of bidding. 

An Executive Paper is usually written, dependant on the contract type and value, to recommend the list of suppliers to be taken to the next round for approval. The Company will ensure it notifies the suppliers of their success or elimination from the next round (Invitation to tender) in line with the programme set out in the PQQ. 

[bookmark: _Toc520378896]Governance

Governance is embedded at all stages of the process and is described as part of each section rather than being a section on its own. 

[bookmark: _Toc520378897]The ITT Invitation to Tender. 

Those suppliers that passed the PQQ will be invited to tender. The specification for the work will be more clearly defined than in the PQQ. The ITT will typically utilise NEC or another commonly used form of contract. 

The specification will follow the guidance outlined in the form of contract. The tender documents may include the following: 

· Instructions to tenderers

· Evaluation of tenders

· Collaborative questions and Evaluation criteria

· Contractor Capability

· Contractor data part 1

· Contractor data part 2

· Form of agreement

· Description of service

· General Constraints

· Contractor’s Design

· Contractor’s Plan

· Quality Management

· Tests and Inspections

· Management of the Service

· Working with the Employer and others

· Services and other things to be provided

· Health and Safety

· Sub-Contracting

· Work Call-Off arrangements

· Task order programme

· Employer’s Service Specifications

· Employer’s Drawings

· General Clauses

· Preamble to the Schedule of Rates or Bill of Quantities/ Prices

· Schedule of Rates/ Bill of Quantities/ Prices

[bookmark: _Toc520378898]Requests for information (RFI)

Any request received by the supplier will be returned as soon as possible. The request and the response will be logged and the information issued to all suppliers.  

[bookmark: _Toc520378899]Evaluation/ Extension to Tender period. 

The Company will run its ITT programme in accordance with the information provided to suppliers in the tender documents. Any variation to this will be communicated to tenderers at the first opportunity. The company will also consider extensions to the tender period requested by suppliers if it is beneficial to the all parties and results in a better outcome. The same evaluation rules will be applied to the ITT as the PQQ. The evaluation criteria will be known to the tenderers and is contained in the tender documents. 

[bookmark: _Toc520378900]Price Evaluation. 

The Company will operate different price evaluation/ criteria depending upon the type of procurement. If, for instance, two items of the same type and performance are compared price will be the dominant factor in determining the winning bid. If a more complicated service is being offered then best value is sought. This is typically achieved by developing price models into which the rates submitted by the suppliers are entered and compared. In addition, the suppliers’ ability and capability to provide the service also plays an important part. i.e. a low price but no capability to deliver the service does not result in the award of contract. 



The weighting of the cost in the evaluation matrix will be explicitly shown in the tender documents. 

[bookmark: _Toc520378901]2nd Round presentations. 

In some instances a supplementary round of presentations and bid negotiations will take place. The Company will make it clear in the tender document that this is one of the stages of the process. Those suppliers selected to proceed to this stage will be notified in line with the programme dates stated in the tender document. Those suppliers not progressing to this stage will also be notified at the same time.  If the Company has an internal bid the bid assessment team, containing staff not associated with the internal bid, will assess their submission. 

Scoring for all the presentations will be undertaken objectively by each member of the assessment team using an agreed scoring criteria. The individual scores will be discussed at the end of the process, compared and a final team score agreed.  

[bookmark: _Toc520378902]Final Negotiation

The final negotiation is a two way process that allows the supplier and the Company to agree any significant issues and pricing that, if changed would enable the contract to be awarded. This avoids the complication of retrospectively making changes after the contract is let. The supplier may wish to reduce his liability on certain items while the Company may wish to lower the price of a small number of items to better fit budgeted expenditure against the modelling of tendered rates. In either case the negotiations will not take place to put either part at an undue risk of failing to meet their obligations or receive reasonable benefits from the contract

[bookmark: _Toc520378903]Board Approval

For any significant expenditure, approval must be sought by the board prior to the award of contract. The board paper includes, how the bids were assessed, demonstrating there was no conflict of interest and displaying the score results of each of the stages. The paper also includes a recommendation on the preferred contractor explaining the reasons for the proposed selection and clearly identifying the risk associated with this supplier. 

[bookmark: _Toc520378904]Contract Award

After the receipt of board approval, the award decision letters will be sent to all remaining tenderers; including feedback to the unsuccessful ones. The 10 day standstill period starts at this time; only following its completion and presuming that there have been no challenges can the award be completed to the successful bidder, contracts signed and purchase orders issued (if required). An award notice will then be posted on the OJEU website within a period of 2 months to confirm this. 



[bookmark: _Toc520378905]Appendix 1 - Procurement Process (Large Expenditure)
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[bookmark: _Toc517442859]0. Glossary

		Term 

		Definition 



		Abstraction 

		The licensed removal of water from the natural environment 



		Abstraction Licence 

		The licence required to remove water from the natural environment 



		Access Code 

		The Access Code describes the general principles under which access by a third party will be granted to Portsmouth Water’s treatment and infrastructure assets and how such access will be managed. It details the general conditions by which a licensee may purchase water from Portsmouth Water 



		Asset Management Plan (AMP) 

		The 5 year planning period linked to periodic reviews 



		Consumer Council for Water (CCW) 

		A statutory consumer body for water and wastewater consumers in England and Wales 



		Department of Environment, Food and Rural Affairs 

		Defra are the UK Government department with responsibility for the water sector 



		Drinking Water Inspectorate (DWI) 

		The independent regulator of drinking water in England and Wales, ensuring that water companies supply safe drinking water that is acceptable to consumers and meets the standards set down in law 



		Deployable Output (DO) 

		The output of a commissioned water source, group of sources or bulk supply as in accordance with its abstraction licence. 



		Drought 

		A prolonged period of abnormally low rainfall, leading to a shortage of water. In the United Kingdom this is defined as 15 consecutive days with daily precipitation totals of less than 0.2mm 



		Environment Agency (EA) 

		Regulator for the natural environment in England 



		Natural England 

		UK Government’s adviser for the natural environment in England 



		PR14 (PR19) 

		Periodic Review - every five years Ofwat, the economic regulator for the water and sewerage industry, sets price controls that enable water and sewerage companies to finance the delivery of services to customers, in line with relevant standards and requirements. The most recent was made in 2014 (PR14) and the next one is due in 2019 (PR19) 



		Price controls 

		The limits set by Ofwat on the revenues that appointed companies can recover through charges for their services 



		Water trade 

		An agreement between two companies to transfer water between them 



		Water Resources Management Plan (WRMP) 

		The Water Resource Management Plan is an appointed water undertaker’s strategic plan for managing water supply / demand balance over a 25 year period 



		Water Resources Planning Guideline 

(WRPG) 

		The water resources planning guideline provides a framework for water companies to follow when developing and presenting their water resources plans 



		Water Resources Zone (WRZ) 

		Water Resource Zone, the largest possible zone in which all resources, including external transfers, can be shared such that all customers will experience the same risk of supply failure from a resource shortfall. The whole of the Portsmouth Water supply area forms one Water Resource Zone. 



		Water Services Regulation Authority (Ofwat) 

		Economic regulator for the water sector in England and Wales 










[bookmark: _Toc517442860]Introduction and Context

This document is Portsmouth Water’s Trading and Procurement Code. It sets out the policies, principles and requirements that will apply when appointed water companies and third parties trade water with Portsmouth Water.



Unlike other water companies in the South East of England, Portsmouth Water has sufficient supplies to more than meet the current and potential future demands of customers in its area, for the foreseeable future.  Portsmouth Water already trades significant quantities of water with neighbouring companies, and has set out in its draft Water Resource Management Plan (dWRMP) plans to increase these further.



[bookmark: _Toc517442861]1.1 Why do we issue a Code?

Portsmouth Water sits in the heart of the UKs largest water stressed region, the South East of England.  Neighbouring water companies have identified the need for significant additional water supplies in the coming decades, and we are able to offer resilient, sustainable bulk supplies of water to them at a lower price than alternatives.  



We have issued this Code to demonstrate how our trades with neighbours will support a well-functioning water market in the South East of England.  It aims to provide reassurance to those who seek to purchase water from us, and help ensure a consistent approach across the six water companies in the Water Resources in the South East (WRSE) group.



Portsmouth Water is keen to encourage greater water trading between appointed water companies, to benefit customers and promote better, more sustainable use of the natural environment. Although like many companies, Portsmouth Water already trades water, the Water Services Regulation Authority (“Ofwat”) has introduced a financial incentive to encourage companies to consider further trading.



We support Ofwat’s intent that in adopting this Code we will trade only where it is environmentally and economically sensible to do so, and we will guard against abuses of market power. 



In order for Portsmouth Water to apply for the trading incentive, we must have and comply with a Trading and Procurement Code that has been approved by Ofwat. We believe this is a more efficient approach to regulation than approving each individual trade we will undertake.






[bookmark: _Toc517442862]1.2 Using the Code

Portsmouth Water will keep its Ofwat-approved Code up to date and publicly available, on its website.



This Code should be read in conjunction with Portsmouth Water’s Network Access Code, which sets out in detail the operational and commercial arrangements that govern applications for use of and supply from Portsmouth Water’s supply system for the purposes of competition under the Water Supply Licencing (WSL) provisions. 



Our Network Access Code is located on our website at the following location:-



https://www.portsmouthwater.co.uk/news/publications/access-code/



Where Portsmouth Water seeks to export water, it will base these trades on its Access Code. The latest version of the Access Code is available on the Portsmouth Water website.



[bookmark: _Toc517442863]1.3 Contact details

Any queries in relation to this Trading and Procurement Code, Portsmouth Water’s Water Resources Management Plan (“WRMP”) or in relation to water trading generally should be directed to:



Stephen Morley

Regulation Manager

Portsmouth Water

PO Box 99, 

West Street, 

Havant, 

Hampshire, 

PO9 1LG.



S.Morley@Portsmouthwater.co.uk



Phone 		02392 249207






[bookmark: _Toc517442864]The Context for Water Trading

This section describes the context for water trading. It provides details of Portsmouth Water, the regulatory framework in which it operates and its water resources position. It also sets out current and future water trading arrangements and the challenges facing the company to keep serving its customers.



[bookmark: _Toc517442865]2.1 Portsmouth Water

Portsmouth Water supplies an area of 868 square kilometres with a population of around 722,000 across West Sussex and Hampshire. The area of supply includes a large expanse of coastline with numerous important habitats that have been designated under European Directives (including the South Downs National Park). 



As a statutory undertaker, Portsmouth Water has due regard to the purposes of the national park. The Company abstracts an average of around 170 Ml/d from boreholes, natural springs and one river. The Company has no significant raw water storage, and consequently is reliant on the recharge of groundwater over the winter period.



Within Portsmouth Water’s supply area there are a series of ephemeral and perennial chalk streams and rivers. In addition to their global rarity, chalk streams are diverse ecosystems which support a wide range of native wildlife. Their special status has been recognised by the European Commission’s Habitats Directive.



At present Portsmouth Water does not import water and does not intend to do so in the present or next AMP period.  The application of these principles to water imports are not covered in this Code. Should the situation change for future AMPs, Portsmouth Water will revise and re-issue this Code to demonstrate how these principles apply to potential imports of water.








The map below gives an overview of the sources Portsmouth Water abstract from. 





[image: \\havdc02\userdata$\matthew.stevenson\Desktop\PW-Area-OF-Supply3.jpg]

Map of Portsmouth Water Area of Supply



Over the last few years the Company has undertaken a number of infrastructure reinforcement projects which has resulted in improved connectivity between sources. As a result, Portsmouth Water has a single Water Resource Zone.

[bookmark: _Toc517442866]2.2 Regulatory framework

Portsmouth Water operates under a comprehensive framework of statutory and regulatory obligations. These are set out in UK and EU legislation, including the Water Industry Act 1991 (as amended by the Water Act 2003 and Water Act 2014), the Competition Act 1998 and the European Habitats Directive and Water Framework Directive. 



These obligations set the boundaries for the way we serve our customers, specifying environmental and economic standards which we must meet.






Portsmouth Water is regulated by:



Ofwat, who are the economic regulator for all appointed water and wastewater companies and water-only companies in England and Wales. It sets limits on the charges that these companies can make for their services (“price controls”). Ofwat sets price controls in a process known as the Periodic Review (or “PR”). Controls were set in December 2014 (“PR14”) for the period April 2015 to March 2020.



The Competition and Markets Authority (CMA) who works to promote competition for the benefit of consumers, both within and outside the UK



The Environment Agency (EA) who seek to maintain and improve the quality of the water environment in England and Wales, and is responsible for issuing water companies with abstraction licences and discharge consents to ensure the needs of the environment and society are properly balanced. 



The Drinking Water Inspectorate (DWI) who regulate all appointed water companies in England and Wales. Its role is to assess the wholesomeness of water supplies. It also undertakes technical audits of water suppliers to examine all aspects of water quality, treatment and monitoring. In addition, the DWI requires each water supplier to submit quality data on a monthly basis for scrutiny. Where necessary, the DWI can require a company to implement schemes to improve water quality, and will monitor their progress.



[bookmark: _Toc517442867]2.3 Water resources

Our area of supply is shown in the map below.



[image: C:\Users\matthew.stevenson\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\L3A2YKE2\AREA OF SUPPLY_BLUE.jpg]



Portsmouth Water’s area is unusual compared to the remainder of the South East as it is not designated as under “serious water stress”.



To ensure that we have sufficient water to meet our customers’ needs, we compare the demand for water with the available supply, taking account of the uncertainties in the forecasts. This assessment produces the “supply demand balance” for the company area, which shows if there is sufficient water to meet customers’ needs or if there is a deficit. 



Unlike other water companies in the South East, Portsmouth Water has sufficient supplies to more than meet the current and potential future demands of customers in its area, for the foreseeable future.  The supply demand balances in the table below across our supply area is taken from Section 7.5 in our dWRMP and show the dry year annual average demand and supply. 



		 

		2019/20

		2024/25

		2029/30

		2034/35

		2039/40

		2044/45



		Distribution Input

		170.8

		170.0

		170.3

		171.4

		172.8

		174.6



		Demand Management

		1.2

		6.6

		6.6

		6.6

		6.6

		6.6



		Deployable Output

		226.5

		226.5

		226.5

		226.5

		226.5

		226.5



		Resource Schemes

		7.8

		20.3

		43.3

		43.3

		43.3

		63.3



		Process Losses

		2.4

		2.4

		2.4

		2.4

		2.4

		2.4



		Climate Change

		0.0

		0.2

		0.4

		0.6

		0.8

		1.0



		Outage

		14.7

		14.7

		14.7

		14.7

		14.7

		14.7



		WAFU

		217.2

		229.5

		252.3

		252.1

		251.9

		271.7



		Bulk Supplies

		30.0

		39.0

		60.0

		60.0

		60.0

		70.0



		Total WAFU

		187.2

		190.5

		192.3

		192.1

		191.9

		201.7



		Target Headroom

		11.8

		13.2

		14.7

		15.6

		17.1

		18.0



		Available Headroom

		17.6

		27.1

		28.6

		27.3

		25.7

		33.7



		Supply Demand Balance

		5.8

		13.9

		13.9

		11.7

		8.6

		15.7







Table 48 dWRMP (November 2017): Final Planning Table ‘Annual Average’ Dry Year 

 

The graph below compares the Annual Average Dry Year and shows that the Water Available for Use WAFU (Red line) stays above the Total demand + headroom (Blue line) which means the Company is in surplus for the whole planning period, confirming opportunities for further bulk supply water trades. 





Figure 43: dWRMP (November 2017) Final Planning ‘Annual Average’ Dry Year 



This data is not only published in our draft Water Resources Management Plan (November 2017) but also in our Market Information publication, (April 2018) which is available on our website at the following location



https://www.portsmouthwater.co.uk/news/publications/water-resources-planning/your-water-and-its-future/



[bookmark: _Toc517442868]2.4 The Opportunity

We believe that opportunities for water trading can play an important part in helping neighbouring water companies resolve the challenges that they will face in future to protect the environment, prepare for a changing climate, and support population and economic growth.




[bookmark: _Toc517442869]2.5 Water trading

A key expectation of Government is that companies will work together to improve resilience of water supply for all customers. Portsmouth Water supports the use of water trading, as an approach to help manage supplies, deliver best value to customers, offer greater resilience and protect the natural environment. Water trading is a way to use existing resources more efficiently, by allowing the transfer of water from areas with plenty of water to areas of water scarcity, thus benefitting the environment. 



Portsmouth Water aims to become the strategic supplier of water for the South Coast area, making the best use of the surplus water available in supporting neighbouring companies, in particular Southern Water, to meet their current and future needs.



Our membership of the Water Resources in the South East (WRSE) group enables us to fully explore opportunities for new strategic water resources in the most efficient and effective way while maintaining security of supply, protecting the environment and minimising costs to customers. We are one of six regional water companies (Southern Water, South East Water, Portsmouth Water, Affinity Water, Thames Water, and Sutton and East Surrey Water) that make up the group, which also includes the Environment Agency, Ofwat and the Consumer Council for Water.



As at 31 March 2018 Portsmouth Water can provide Southern Water with two bulk supplies, both for 15 Ml/d to their Sussex and Hampshire zones totaling 30 Ml/d. Two additional new bulk supplies of 9 Ml/d and 21 Ml/d are currently being considered in both companies’ dWRMPs for 2022/23 and 2028/29 respectively.  If adopted these would bring the total bulk supply to Southern Water up to 60 Ml/d by 2030.



In addition, South East Water are considering a 10 Ml/d bulk supply from Portsmouth Water by 2057/58, which will be considered in greater detail in future WRMPs. 




[bookmark: _Toc517442870]Key Principles of this Code

Where trades are proposed between other water companies or third parties, and Portsmouth Water, we are committed to trading in a transparent, sustainable and responsible manner, and to the benefit of our customers and the natural environment.



Ofwat set out in their guidance their expectations for our trading and procurement code to address at least the following principles, which include those added as part of their update to the guidance in February 2018.  This guidance is separated in principles that apply to either imports, exports or both.



In the sections below, we have followed the Ofwat guidance to set out how we would approach trades with other parties. It provides the basis for more detailed, commercial negotiations with potential trade parties.



[bookmark: _Toc517442871]Principles 1-3: Imports, Economic Purchasing, Use of Competitive Processes

At present Portsmouth Water does not import water, and has no plans to do so in the present or next AMP period, so the application of these principles to water imports are not covered in this Code. Should the situation change for future AMPs, Portsmouth Water will seek approval for a revised Code. 



[bookmark: _Toc517442872]Principle 4: Contract Lengths

We are committed to negotiating fair and reasonable trading arrangements that meet the needs of both parties. Arrangements will be guided by the framework set out by Ofwat in their “Negotiating Bulk Supplies” publication. When setting contract lengths, we will choose a reasonable duration, appropriate to the nature of the supply, the useful economic life of the enabling assets and any other case-specific factors, and will take into account any potential risks to existing customers. 



Where a trade is supported by new infrastructure, the contract duration will take account of asset lifetime, and the period required to recover the capital and related costs of any infrastructure needed to supply the water. 



The volume of water offered should not put Portsmouth Water into deficit within the contract duration. 



[bookmark: _Toc517442873]Principle 5: Transparency

Information about our water resources position, including detailed market information is set out in our WRMP14 and our draft WRMP19, both of which are available on our company website. 



In preparing our WRMP, we follow a transparent process for option selection and appraisal, which includes comprehensive stakeholder engagement and public consultation, and review by our Customer Challenge Group (CCG).  



We are an active participant in and share information with other companies about water availability and potential trading opportunities as part of our work with the Water Resources in the South East (WRSE) group.



Like other water companies, we are subject to the Environmental Information Regulations 2004 and where requests are made for environmental information we ensure that these are responded to and the information provided.



For all qualifying trade proposals that are successfully completed we will carry out an internal audit of the process and provide that report to Ofwat. The audit report will examine the processes followed during the trade negotiations, and demonstrate that we have complied with all material aspects of this code. We would provide this report as part of our Business Plan submission. 



[bookmark: _Toc517442874]Principle 6: Link to Water Resource Management Plans

Water trades are considered in our assessment of supply demand balance options in our current WRMP. Our work with WRSE has helped identify opportunities to share water resources across the south east, which led to additional water transfer options being included in the WRSE and our own option modelling for the future. 



Our final WRMP14 sets out in Section 3.7 the bulk supply arrangements with neighbouring water companies which have been taken forward to our preferred programme of investment.



In developing our WRMP19, we have worked closely with WRSE to ensure a collaborative, regional approach to developing the case for further trades, and investment in associated infrastructure.  We are working with WRSE and neighbouring companies in developing a common case based on shared data, information and evidence that demonstrates need for additional water in the region, by drawing together the cases as set out in dWRMPs, and in the Water Resources in the South East (WRSE) studies and report. 



We are using evidence developed through the dWRMP and WRSE processes to jointly demonstrate that different trading options with associated investment in new infrastructure can meet these demands.  Through this approach evidence will be combined to demonstrate that these options support significant environmental improvements, represent the best long-term value for customers across the South East and increase the resilience of their water supplies. 



There are no significant differences between the Company’s approach to agreeing water trading arrangements and the process for selection options under the WRMP. 



[bookmark: _Toc517442875]Principle 7: Rational Economic and Environmental Flows

We have a statutory duty to develop a WRMP to manage water resources within our area and to include a clear and transparent explanation of the decision-making process used to arrive at the preferred plan. The plan is tested taking on board our customers’ and key stakeholders’ preferences, as well as economic and environmental rationale.

The economic rationale for any new water trade agreement is supported by our economic modelling and assessment process which considers a range of costs and benefits, including initial construction costs; environmental and social costs and benefits (including carbon); capital maintenance costs, operational costs and an appropriate level of economic profit. This cost assessment process will be reported in the audit report that we would prepare once a trade was agreed.  Ultimately trades will be negotiated on an arm’s length basis on appropriate commercial terms.



The environmental rationale of any new trade agreement is supported by the fact that we comply or exceed our statutory duties related to both UK and European legislation, for example by ensuring that all new water resource options are assessed to ensure that they do not cause deterioration in Water Framework Directive (WFD) terms. As assurance, before entering any trade agreement, a sustainability assessment of the new source must be provided to enable the option to be considered as part of our WRMP.



We are required to undertake a Strategic Environmental Assessment (SEA) of our plan. SEA is a process for identifying the overall environmental impact of a plan or programme; to ensure that the environmental effects are taken into account and the environmental implications are appropriately reported and consulted on. We would ask all third parties to provide sufficient environmental information regarding a water trade option to inform our assessments in this area.



[bookmark: _Toc517442876]Principle 8:  No Artificial Ending of Trades

At Portsmouth Water we have exports with other water companies. Ofwat is already aware of these transfers through information we have submitted. We are aware of the Ofwat requirement for qualifying trades to be new trades beginning in or after July 2013. We can assure Ofwat and others that we will not manipulate any of our current trades in order to exploit the financial incentives for trading. We will expect all of our trading partners to be able to demonstrate that they take a similar approach to the maintenance of existing trade agreements.



When a new trade is agreed,  the audit report that we prepare as part of the compliance process will include evidence to show that the trade was new, not one that had been artificially ended and restarted.



[bookmark: _Toc517442877]Principle 9: Correct Assessment of Costs

We will approach the costing of a potential water trade in the same way that we undertake the water resource planning process, and as set out in the WRMP guidance. This will ensure that the costs of any export arrangement have been accurately estimated and will be fully recovered from the export agreement.



In Section 7 of our WRMP14 we explain the approach we use for the economic evaluation and assessment of options which include potential water trades. The methods we use include:

• UKWIR and Environment Agency’s 2002 guidance “The Economics of Balancing Supply and Demand” – This provides a detailed guide to assessing options and choosing a preferred solution. It focuses particularly on the economic assessment of individual options and combination of options;

• Environment Agency 2012 “Benefit Assessment Guidance” – This guidance sets out a structured approach for assessing and valuing a range of environmental and social impacts associated with water resource schemes. It is a decision-making tool based on the principles of cost-benefit analysis, enabling a consistent comparison of the costs and benefits of an option in monetary terms.



We will always seek to allocate costs correctly and recover the full costs from any trade agreement. If in order to facilitate a trade Portsmouth Water must incur or suffer costs (of whatever nature, development, capital, operational, tax or otherwise) to develop and deliver an alternative supply of water (including any associated network upgrade works), Portsmouth Water will recover such costs and any economic profit to be determined through the pricing of the bulk supply arrangement. The terms of payment (commencement, periodicity etc) will be jointly agreed with the receiving company.



Any trade charges may be divided into:

· an annual fixed charge, calculated to recover any capital costs, related financing, development and management costs and other costs relating to the trade, and 

· a volumetric charge to recover any incremental operational costs incurred through operating the bulk supply. This charge will be incurred only when the bulk supply agreement is utilized.



Total charges will include an appropriate element of economic profit as agreed between the two parties.



Charges will be linked to CPI inflation (or another appropriate index) and where possible we will use existing infrastructure to minimise the costs of a trade.

[bookmark: _Toc517442878]Principle 10: Appropriate Allocation of Incentives between Relevant Controls

Water trading incentives will be calculated in accordance with the Ofwat methodology.  Water trades are likely to utilise assets and thus incur costs, across both the water resources and network plus water controls.  Incentives will thus be allocated to the relevant price control segment based on the activity involved.  Where trades cover more than one control unit, we will also ensure consistency with our Accounting Separation methodology.  



Three types of trade are envisaged; a transfer of raw water between water resource assets of the exporter and an importer; a transfer of raw water from the exporter to the raw water distribution or storage assets of the importer; the transfer of potable water between network plus water assets of the exported and importer.  



This issue is discussed further in Appendix 5 of the Ofwat PR19 Final methodology, which may be found on their website at the following location:-



https://www.ofwat.gov.uk/publication/delivering-water-2020-final-methodology-2019-price-review-appendix-5-water-resources-control/



[bookmark: _Toc517442879]Principle 11: Consistency with the Company’s Bid Assessment Framework

The application of this Code will be consistent with Portsmouth Water’s bid assessment framework currently under development and to be introduced in AMP7.



Our framework is being developed in line with Appendix 8 of the Ofwat PR19 Final Methodology, which may be found on their website at the following location:-



https://www.ofwat.gov.uk/publication/delivering-water-2020-final-methodology-2019-price-review-appendix-8-company-bid-assessment-framework-principles/



[bookmark: _Toc517442880]Principle 12: Evidence of Assurance Process

Portsmouth Water is committed to rigorous compliance with all of its legal obligations, including the Trading and Procurement Code. We also expect our trade partners to be similarly committed.



We will ensure that Defra, Ofwat, DWI, and the Environment Agency are fully informed of any qualifying trade proposals made to us, any proposals we make to others, and any trade agreements that are made, through existing reporting mechanisms.



For all qualifying trade proposals that are successfully completed we will carry out an internal audit of the process and provide that report to Ofwat. The audit report will examine the processes followed during the trade negotiations, and demonstrate that we have complied with all aspects of this Code. Assurance on qualifying trades will also be provided as part of our Business Plan submission.






General Principles

The Company has a clear governance process for its Water Resources Management Plan, which is signed off by the Board.  This is aligned to the overall business and strategy objectives.  



Where trades are identified, businesses cases are prepared and approved in principle by the Board.  We then negotiate with the trading party and develop legal and commercial terms of the trade.  We have an internal review of the tariff construction and an annual review of compliance of the adherence with the contract.



In addition, Portsmouth Water’s Code will conform to these general principles, which will guide its approach to negotiating trade agreements. 



Assignment 

Under no circumstances will a trader be entitled to assign the trade agreement to another party without Portsmouth Water’s agreement.

Bulk supply agreements 

A bulk supply agreement must be signed before a qualifying trade can begin. The agreement will set out in detail the terms and conditions agreed by the trade parties.



Compliance 

Portsmouth Water and the trader will take all necessary steps to ensure compliance with such laws and regulations as shall apply from time to time, including the Competition Act 1998.



Cooperation 

Portsmouth Water and the trader will co-operate with each other in the general interests of continuous provision of water and the integrity of the water supply network.



Equal and fair treatment 

All parties seeking to trade with Portsmouth Water will be treated fairly and equally between each other, including in the provision of information.



Managing emergencies 

Portsmouth Water will retain primary responsibility for managing emergency procedures relating to all of its water supply system. The trader will be expected to cooperate with Portsmouth Water in the event of an emergency or security issue affecting the water supply system and the trade between the two parties.



Managing exports

Portsmouth Water operates its system over a number of distinct and separate water resource zones. We will work with the import company to ensure exports of water by Portsmouth Water are as efficient as possible and costs of infrastructure to enable the export to be made are minimised. Where possible, existing infrastructure will be used.



Qualifying trade 

In order to qualify for incentives, the trade will be a new agreement that started in July 2013 or later with another water company for Portsmouth Water to export to that company’s water supply network. A qualifying trade must be operating in practice and generating revenues during the price control period 1 April 2015 to 31 March 2025. A qualifying trade must not lead to any material deterioration in water quality or service to any customer, or to the supply system or to the natural environment.



Trade partners 

A qualifying trade must be between wholly-unrelated companies.



Trade terms 

Unless otherwise agreed, the supply to the import company will normally be subject to the same conditions in terms of interruptions, pressure and other conditions as is the supply to Portsmouth Water’s customers in the Water Resource Zone from where the water is supplied.  Trades can be of untreated or treated water. Traders must abide by Water Quality Protocols as stipulated by Drinking Water Inspectorate (DWI).




[bookmark: _Toc517442881]Useful Reference Material

This section lists relevant documents, with internet hyperlinks.



[bookmark: _Toc517442882]4.1 Primary and Secondary Legislation

1 Water Act 2014

http://www.legislation.gov.uk/ukpga/2014/21/contents



2 Water Industry Act 1991 (as amended by the Water Act 2003)

http://www.legislation.gov.uk/ukpga/1991/56/contents



3 Competition Act 1998

http://www.legislation.gov.uk/ukpga/1998/41/contents



[bookmark: _Toc517442883]4.2 Guidance

4 Ofwat’s updated guidance on Trading and Procurement Codes



https://www.ofwat.gov.uk/publication/trading-and-procurement-codes-guidance-on-requirements-and-principles/



[bookmark: _Toc517442884]4.3 Other relevant material

5 Portsmouth Water’s Instrument of Appointment

https://www.ofwat.gov.uk/wp-content/uploads/2015/10/lic_lic_prt.pdf



6 Portsmouth Water’s Network Access Code

https://www.portsmouthwater.co.uk/news/publications/access-code/



7 Portsmouth Water’s 2014 WRMP

https://www.portsmouthwater.co.uk/wp-content/uploads/2015/05/9A3E1C1C-2773-4BBE-B8E2-A0C365AB18F9.pdf



8 Portsmouth Water’s draft WRMP 2019 (November 2017)

https://www.portsmouthwater.co.uk/news/publications/water-resources-planning/your-water-and-its-future/



9 Portsmouth Waters Market Information (April 2018)

https://www.portsmouthwater.co.uk/news/publications/water-resources-planning/your-water-and-its-future/
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