First Minister — John Swinney
Note of meeting with Scottish Water on 22 January 2025

Attendees:

e First Minister (FM), John Swinney

Special Adviser to the FM

Deirdre Michie (DM), Chair of Scottish Water Board
Alex Plant (AP), Chief Executive of Scottish Water
Raymond Buchanan (RB), Director of Corporate Affairs, Scottish Water
Jo Blewett (JB), Deputy Director, Water Industry and Corporate
Operations, Scottish Government

I \/ater industry, Scottish Government

1. DM explained that Scottish Water (SW) wanted to use the meeting to discuss
the imminent announcement on charges for 2025/26, long-term investment
challenges, and negotiations with unions on staff pay.

2. FM asked SW to elaborate on the investment challenges it faces around
climate change.

e Two pronged with mitigation on track and adaption proving more
challenging.

e Adaptation has required the construction of a new Water Treatment
Works (WTW) due to the impact climate change is having on raw water
quality.

3. FM asked the purpose of the one thousand new sewage overflow monitors in
2024.

e Allow SW to understand when an asset is spilling and establish if this is
happening in the correct conditions. When overflows spill in the correct
conditions what is spilled is mostly rainwater.

e Allows SW to target investment and have been installed on overflows
where issues are most likely.

Action 1: SW to send FM a note on its approach to monitoring, explaining why
it has taken this approach and how it compares to that in England.

4. DM notified FM of the SW Board’s decision on charges for 2025/26 which
they met to discuss in December, mindful of the cost-of-living crisis and the
other increases households are likely to face from April. FM asked how the
charge rises in Scotland will compare with England.

¢ Rises in England will be almost double those in Scotland, a result of a
lack of investment in England in previous years compared to the
steadier investment we have had in Scotland.

e Around half of households in Scotland receive a reduction on their
water and wastewater charges compared to around only one in ten in
England.
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5. AP raised the fact that consumption is higher in Scotland than in England and

that we need to work with customers to manage this. FM asked why SW think
consumption is higher in Scotland than England.

e Charging is linked to usage in England.
e Lack of monitors in Scotland which would provide customers with
information on their usage.

e Perception that we have lots of water in Scotland.

6. SW noted research suggesting customers want to reduce their water

7.

8

9.

consumption, the monitoring pilot they are rolling out in Dundee this year, that
they are replacing their assets at a slower rate than they should to keep up
with demand into the future, and the required investment can be reduced if
customers reduce their consumption. FM asked what SW’s risk register says
in relation to its assets.

e The risks are becoming greater and while SW are managing the
situation, investment is required, and we cannot afford to delay this.

AP stated the SW will own the decision on charges for 2025/26 and are
preparing media appearances following the announcement.

asked for clarification on the difference in customer charges between
Scotland and England, and the reasons for this, how much cash SW will be
holding in reserve, and how SW’s Chief Executive’s salary compares to
similar companies in England.

e The absolute increases and actual charges will, typically, be higher in
England than in Scotland in 2025/26.

e This is due to lower levels of investment compared to Scotland in
previous regulatory periods.

e SW's reserves amount to 4-weeks operating costs.

e SW have benchmarked the Chief Executive’s salary and are content
they are in line with or below comparator companies.

DM prompted a discussion on the quality of the water environment and the
role the agriculture sector and Local Authorities must play to improve this
further. AP noted that SW will be publishing its Long-Term Strategy following
the charges announcement, and the ongoing policy development work being
led by the Scottish Government. AP stated his view that it is important this is
progressed through legislation as soon as practicable.

10.AP raised SW’s funding model. In the next regulatory period SW expect 95%

of its operating and capital costs to be funded by customer charges, meanini

current customers will iai for assets that future customers will benefit from.
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12.AP advised FM that unions plan to ballot members on taking industrial action
following SW’s pay offer for 2024/25. FM asked for details of the offer and
patterns of pay increases.

Offer is an increase of 3.4%.

When linked to an earlier deal on pay progression this should amount
to an actual increase of 6-10%.

The pattern of increases has been good, but unions are comparing the
latest offer with others in the public sector.

SW will continue their discussions with unions who are acting jointly.

13.The meeting concluded by Scottish Water inviting FM to open Perth (Bertha
Park) Waste Water Treatment Works later in the year. FM confirmed he would
be delighted to do this if his diary permits.

Action 3: SW to send an invite to FM to open Perth (Bertha Park) Waste Water
Treatment Works in Spring 2025

1 This information is commercial in confidence.





