
 
 
 
 
 
 
 
 
 
 

UK Water Industry 
 

GUIDANCE ON ALLOCATION AND CALCULATION OF 
COSTS FOR SELF LAY OF WATER MAINS  
 

 
This document has been prepared for the Water UK Standards Board. Further copies can be obtained on the Water UK website at 
http://www.water.org.uk/publications/WIS-IGN and technical queries should be addressed to the Standards Board via Brian Spark Technical 
Secretary to the Board,. Water UK, 36 Broadway, London SW1H 0BH or e-mail brian.spark@ntlworld.com telephone  
+44 (0) 1480 351865 fax +44 (0) 1480 351865. 
 
Water UK  2014 

IGN 4-05-01 
2014: Issue 1.0 
 
(Page 1 of 28) 
ISSN 2042-3101 

WATER INDUSTRY 

INFORMATION & 
GUIDANCE NOTE 

1

CONTENTS 
 
1. INTRODUCTION AND SCOPE OF THIS 

GUIDANCE. 

2. THE SELF LAY REGIME 

3, RECOVERY OF SPECIFIC COSTS BY 
WATER COMPANIES 

4. WORKED EXAMPLES 

APPENDIX A EXTRACTS FROM THE 
WATER INDUSTRY ACT 1991 

 
1. INTRODUCTION AND SCOPE OF THIS 

GUIDANCE 

1.1 The Water Act 2003 introduced a new 
statutory regime (sections 51A – E) into 
the Water Industry Act 1991 (the Act), 
expressly permitting persons other than 
water undertakers to lay new water 
mains and service pipes which are to be 
used for the supply of water for domestic 
purposes. Water mains and service 
pipes constructed in accordance with 
these provisions will subsequently vest in 
the relevant water undertaker.  This 
regime is commonly known as the self 
lay regime. 

1.2 This Guidance is designed to explain: 

1.2.1 what water companies can charge self 
lay organisations (SLOs) for in respect of 
the self lay main; and  

1.2.2 how the payment due to SLOs in relation 
to the self lay main is calculated.  

It does not describe the requisitioning 
process or the self lay application 
process in full.  Readers should refer to 
water companies' guidance documents 
on these topics. Also it does not deal 
with payments for service pipes. 

1.3 Alongside the development of this 
guidance, Water UK will issue a new 
form of model agreement for the self lay 
of water mains and service pipes.  The 
agreement offers a more user-friendly, 
lighter-touch and modernised model of 
contracting for self lay works. 

1.4 Ultimately it is for each water company to 
decide itself the extent to which it uses 
this guidance and the model form of 
agreement as part of its wider suite of 
policies regarding self lay.  Similarly it is 
for each water company to assess and 
take its own legal advice on the 
compliance of its overall self lay policies 
with competition law. 

1.5 This guidance seeks to cover the 
principal questions of 'who is paid for 
what' arising in the context of self lay but 
it is impossible to cover all possible 
circumstances.  In the event of any 
doubt, legal advice should be obtained. 
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1.6 This guidance does not affect Ofwat’s powers 
to determine disputes relating to self-lay 
matters but the guidance does aim to reduce 
the scope for disputes.1 Users of this guidance 
should have regard for determinations made 
by Ofwat from time to time on disputes 
involving the financial provisions for self lay 
mains. 

1.7 This document provides guidance to parties on 
the interpretation of the self-lay provisions of 
the Water Industry Act 1991.  Use of this 
guidance is not mandatory for any party.  
Water UK does not accept any responsibility 
for loss resulting from reliance on the 
guidance. 

2. THE SELF LAY REGIME 

Introduction 

2.1 The self lay regime makes provision for SLOs 
to compete with water companies in the laying 
of new water mains and service pipes to 
supply water for domestic purposes. 

2.2 Under the Act, water companies are able to 
enter into agreements with persons 
constructing or proposing to construct new 
water mains and service pipes2. If the pipes 
are constructed in accordance with the terms 
of the agreement, the water company must 
connect them to the existing network and take 
over responsibility for them.  We refer to these 
agreements as self lay agreements. 

2.3 It is of course open for water companies to 
come to separate agreements with SLOs 
where the self lay main is not solely for 
domestic purposes as defined in the 
legislation. 

Who does what? 

2.4 Under normal main requisitioning, the water 
company does all of the work of installing the 
main.  Under self lay, as a general summary 
the SLO puts in the self lay main and the water 
company does the work on the network 

                                                 
1 Section 51B of the Act 
2 Section 51A(1) of the Act 

necessary to incorporate the self lay main into 
its existing system. 

 

Who is paid for what? 

2.5 Under normal main requisitioning, all the 
work is done by the water company and so 
any payment due is made to it.  This 
payment is calculated using the costs 
reasonably incurred by the water company 
in providing the new main, less an amount 
that recognises the revenue that it will 
receive from new connections to that main. 

2.6 Under self lay, however, the payment 
position is more complicated.  The SLO 
must pay the water company for the work 
on the network to enable the self lay main.  
The SLO is paid an asset payment3 by the 
water company that recognises the revenue 
that the water company receives from 
connections to the self lay main after it is 
adopted.  The asset payment is calculated 
using the lower of (i) the costs that would 
have been reasonably incurred by the water 
company in providing the new main and the 
work to the network and (ii) the revenue that 
the water company will receive from 
connections to the main.  This calculation is 
done on a yearly basis and then summed 
for the whole of the twelve year period 
referred to in the legislation. 

2.7 The crucial points to understand are that 
under the Act: 

2.7.1 the water company is only entitled to be 
paid by the SLO for certain specified costs 
incurred by the water company in relation to 
the self lay main.4. There is no general right 
for the water company to recover all of its 
costs reasonably incurred in respect of the 
self lay; and 

2.7.2 the payment to which the SLO is entitled is 
not based on actual costs incurred by it.  It 

                                                 
3 In the Act this is referred to as the discounted offset 

amount 
4 Section 51C(2) and (3) 
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is a theoretical calculation, calculated as if 
the main had been requisitioned, using the 
lower of (i) the costs that would have been 
reasonably incurred by the water company 
in providing the main and the work to the 
network and (ii) the revenue that the water 
company will receive from the main5. 

2.7.3 In assessing the payment due to the SLO, 
the water company’s theoretical calculation 
will include the costs reasonably incurred 
had the main been requisitioned. Whilst 
there are a number of reasonable costs 
included in the theoretical calculation, the 
costs that a water company can recover 
from an SLO are limited to those specifically 
allowed. 

Payments due to the water company 

2.8 The costs potentially payable to the water 
company in the self lay scenario are as 
follows: 

2.8.1 costs reasonably incurred in providing such 
other water mains and such tanks, service 
reservoirs and pumping stations as are 
necessary as a result of the incorporation of 
the self laid main into the water company's 
supply system.6  We refer to these costs as 
Network Reinforcement Costs; 

2.8.2 a reasonable proportion of the costs 
reasonably incurred in providing or 
procuring the provision of additional 
capacity in an already constructed main, 
(requisitioned or vested in the water 
company in the 12 years preceding the 
provision of the self lay main) which is now 
being used as a result of the incorporation 
of the self laid main into the company's 
supply system.7  In this way, those making 
use of previously built capacity contribute to 
the costs which have been incurred in the 
provision of the capacity (claw back). 

                                                 
5 Section 51C(5)-(11) As noted, this is initially calculated on 

a yearly basis before being summed for the twelve year 
period in the Act. 

6 Section 51C(3) and section 43(4)(a) 
7 Section 51C(3) and section 43(4)(b) 

The references to the procurement of the 
provision of the already constructed main 
mean that this will catch tanks, service 
reservoirs or pumping station provided in 
connection with that main.  Also if the earlier 
capacity was not provided pursuant to a 
requisition or vesting declaration, the 
relevant proportion of its costs will not be 
recoverable by the water company.  We 
refer to these costs as Additional Capacity 
Costs; 

2.8.3 costs of the provision by the water company 
of associated infrastructure at or 
downstream of the point of connection with 
its supply system which is necessary as a 
result of incorporating the new self lay main 
into the company's supply system.8  We 
refer to these costs as Associated 
Infrastructure Costs; 

Together, we refer to these costs as Self 
Lay Provision Costs. 

2.9 Under the Act, the Self Lay Provision Costs 
are the only costs that the water company 
can demand to be paid as a condition of the 
self lay agreement.  The water company 
would be expected to provide reasonable 
evidence of the need to carry out the works 
for which it is seeking payment from the 
SLO. 

2.10 However under the Act the water company 
may also agree with the SLO in the self lay 
agreement that the SLO will carry out, or 
procure the carrying out of certain 
reasonable obligations which are not just 
the payment of the water companies' costs, 
at their own expense.  This includes the 
provision of Associated Infrastructure i.e. 
infrastructure at or downstream of the point 
of connection with the water company's 
supply system which is necessary as a 
result of incorporating the new self lay main 
into the supply system. 

2.11 The water company may also require the 
SLO to provide security for Network 
Reinforcement, Additional Capacity and 

                                                 
8 Section 51A(7)(a) 
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Associated Infrastructure Costs9 or for the 
performance of the other reasonable 
obligations agreed with the SLO.10  Security 
can be taken by way of a deposit payment up 
front or it can be set off against the asset 
payment when paid later in the process.  
Companies should provide objective 
justification for the level of security that is 
being requested. 

Payments due to the SLO 

2.12 The asset payment is the principal payment 
due to the SLO.  It is payable when the main 
is vested in (or adopted by) the water 
company11. The calculation of the asset 
payment is based on the lesser of (i) the 
revenue that it is estimated will be received 
from newly connected properties and (ii) the 
annual borrowing cost for the costs that 
would have been reasonably incurred by the 
water company in the provision of the self lay 
main (whether on or off-site) if they had 
carried out the work themselves as part of a 
requisition.  This runs as follows. 

2.13 The asset payment is the sum of the 
estimated offsets for each of the 12 years 
following the adoption of the self lay main, in 
each case discounted to a net present 
value12. The estimated offset for each year is 
the lesser of: 

2.13.1 the estimated revenue from the self lay main; 
and 

2.13.2 the annual borrowing costs of a hypothetical 
loan for the costs reasonably incurred in 
providing the main.13 

 

                                                 
9 Section 51C(4) 
10 Section 51A(1) 
11 Section 51C(5) 
12 Section 51C(6) and (9).  See Ofwat Information Notice 

IN11/05 at 
https://www.ofwat.gov.uk/regulating/charges/prs_in1105i
nterest.pdf and 
http://www.ofwat.gov.uk/regulating/charges/prs_in1105int
erestapp1.pdf  

13 Section 51C(7) 

2.14 Disputes about the level of the asset 
payment can be referred to Ofwat for 
determination. 14   Ofwat can consider these  
disputes after the work has been completed 
and the payment becomes payable. 

2.15 The SLO is also entitled to payment for the 
expenses reasonably incurred by it in 
oversizing its main at the water company's 
request to cater for other future 
development.15 

Responsibility for costs for network reinforcement, 
capacity in an earlier main or incorporating 
additional capacity into the self lay main 

2.16 So for both water companies and SLOs, 
costs of either new or existing capacity in 
the system may need to be attached to 
either the SLO's development, or some 
future additional development.  Measures of 
costs of additional capacity must be 
reasonable and so are calculated according 
to the proportion of capacity used. 

Summary of payment flows and obligations 

2.17 These, then, are the principles of the 
payment flows and obligations owed 
between the water company and the SLO 
that have been implemented in the new 
model self lay agreement.   

2.18 In many cases, a charge cannot be made 
by the water company to the SLO for the 
costs to the water company of a specific 
item of work, but the costs of that work will 
still be included in the calculation of the 
costs that would reasonably be incurred by 
the water company for the purposes of 
calculating the asset payment.   

2.19 Also in many cases, where the water 
company cannot charge the SLO for work 
done by it, instead it can nevertheless 
reasonably oblige the SLO to do the work 
itself or to engage a third party to do the 
work, in each case at the expense of the 
SLO.  

                                                 
14 Section 51C(11) 
15 Section 51A(7)(c) 
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2.20 In some cases, an SLO may reasonably be 
obliged to meet the costs of an item but not 
be able to include the costs in the 
calculation of the asset payment because 
they were not reasonably incurred (e.g. 
abortive costs of third party inspection 
works), or were not incurred in the provision 
of the main (e.g. costs of security for failure 
to comply with terms of the agreement). 

2.21 In summary, then, the principal payment 
flows and obligations owed are as follows.  
Note that the time of payment of these costs 
will vary and will depend on the payment 
options agreed by the SLO and water 
company: 

 

 

 

3 RECOVERY OF SPECIFIC COSTS BY 
WATER COMPANIES 

 
3.1 The list of costs that can be included in the 

calculation of the asset payment is familiar to 
water companies.  The same analysis applies 
as if the main was being requisitioned from 
the water company.  More difficult is the 
question of what costs can be recovered 
directly by water companies from an SLO. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
3.2 This section of the guidance therefore 

focuses on the question, "can a water 
company directly recover costs incurred 
by it from a SLO?". 

 
 
 
 

 
Asset Payment 

Repayment for oversizing of self lay main 
Obligation to adopt the main and if constructed in accordance with the self lay agreement 

================================================================================> 
Water Company                                                                                                                                                                    SLO 

<================================================================================ 
Network Reinforcement Costs 

Additional Capacity Costs 
Security for above costs and obligations 

Associated Infrastructure Costs 
Other reasonable obligations not consisting of reimbursement of costs incurred by water company
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Cost Recoverable? Reasoning 

 
Audit fee for verification of billing 
address of houses being connected 

X Not specified in ss51C(3) 
and 43(4) or 51A(7)(a) 
 

Cost of setting up customer account X Not specified in ss51C(3) 
and 43(4) or 51A(7)(a) 
 

Prequalification check on SLO and 
medical check 

X As above 

Application fee X Not specified in ss51C(3) 
and 43(4) or 51A(7)(a) 

Application fee set off against other 
legitimate charges if application 
proceeds 

 (once set off) Not specified in ss51C(3) 
and 43(4) or 51A(7)(a), until 
set off 

Checking and approving of materials X Not specified in ss51C(3) 
and 43(4) or 51A(7)(a) 
 

Design of self lay main X Design costs by water 
company of self lay main 
are not recoverable - not 
specified in ss51C(3) and 
43(4) or 51A(7)(a) 

Approval of design of self lay main X As above 

Supervision & inspection of self lay 
main  

X As above 

Design of connection of self lay main 
to water company's supply system 
by water company where connected 
by water company  

 Allowed under s51A(7)(a) 
insofar as applies to 
associated infrastructure at 
or downstream of the point 
of connection 

Supervision and inspection of 
connection of self lay main to water 
company's supply system by water 
company 

 As above 

Connection of self lay main to 
network by water company.  

 As above 

Provision of associated 
infrastructure by the water company 
at or downstream of the point of 
connection to the water company's 
supply system.   
NB this includes works on existing 
main at the point of connection to 
install new valves as a result of the 
new connection 

 Specifically allowed under 
s51A(7)(a) 
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Cost Recoverable? Reasoning 

Swabbing, testing and disinfecting of 
self lay main 

X Not specified in ss51C(3) 
and 43(4) or 51A(7)(a). 

Design of reinforcement  Recoverable by water 
company as cost 
reasonably incurred in 
providing network 
reinforcement – ss51C(3) 
and 43(4) - or if at or 
downstream of point of 
connection – s.51A(7)(a). 

Network logging, modelling etc   (provided linked to 
provision of Network 

Reinforcement) 

Allowed under s43(4)(a)  as 
costs reasonably incurred in 
providing Network 
Reinforcement. 
If no Network 
Reinforcement is provided, 
or if the logging, modelling 
etc cannot be linked to the 
Network Reinforcement, 
costs will not be recoverable 

Testing and sampling of 
reinforcement by water company  

 As above for 'Design of 
reinforcement' 

Costs of additional capacity used as 
a result of self lay main, provided 
requisitioned or subject to vesting 
declaration  

 Specifically allowed under 
s.43(4)(b) 

Costs of additional capacity used as 
a result of self lay main, where 
constructed on sole initiative of 
water company, without requisition 
or vesting declaration 

X Does not qualify under 
s.43(4)(b) and (5) 

Redesign of self lay main by water 
company following alterations  

X Design costs by water 
company of self lay main 
are not recoverable - not 
specified in ss51C(3) and 
43(4) or 51A(7)(a) 

Fire service liaison   Not domestic supply 
therefore s51A-E does not 
apply 

Legal costs of water company – self 
lay agreement, easement for self lay 
main and easement for 
reinforcement  

X The first two are not 
specified in ss51C(3) and 
43(4) or 51A(7)(a), the third 
is not in provision of the 
reinforcement under section 
43(4)(a). 
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4. WORKED EXAMPLES 
 

4.1 Clearly the position here is complex.  How 
does it apply in practice?  The following 
examples explain. 

 

 

Scenario 1: The SLO applies to the Water Company to build a main on its development site.  The Water Company 
carries out the connection of the self lay main to the existing network.  No network reinforcement, use of earlier 
capacity, oversizing of the self lay main is required. 

 

 

 
Key: 
 Existing network 
 New infrastructure constructed only by Water Company 
 New infrastructure constructed only by SLO  

 

4.2 Scenario 1: The SLO applies to the Water 
Company to build a main on its 
development site.  The Water Company 
carries out the connection of the self lay 
main to the existing network.  No network 
reinforcement, use of earlier capacity, 
oversizing of the self lay main is required. 

4.2.1 The Water Company is entitled to be paid 
for the costs of provision of associated 
infrastructure at or downstream of the point 

of connection.  All works will be at the 
expense of the SLO and deductible from 
the asset payment.  The Water Company is 
not entitled to payment of any other costs 
for work done by it. 

4.2.2 Those costs will be also rolled into the 
amount of costs reasonably incurred in the 
calculation of the asset payment due to the 
SLO. 

 

Site Boundary 

New main by SLO 

Branch 
connection by 
Water Company 
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Scenario 2: Scenario 2: As for Scenario 1, but the associated infrastructure works at or downstream the point of 
connection include valves on the existing main to which the self lay main will connect, as well as a valve on the 
self lay main itself. 

 

 
Key: 
 Existing network 
 New infrastructure constructed only by Water Company 
 New infrastructure constructed only by SLO  
 

 

4.3 Scenario 2: As for Scenario 1, but the 
associated infrastructure works at or 
downstream the point of connection include 
valves on the existing main to which the self 
lay main will connect, as well as a valve on 
the self lay main itself. 

4.3.1 The answer is the same as for Scenario 1.  
Provision of associated infrastructure on the 

existing main as a result of the 
incorporation of the self lay main into the 
existing system will qualify as works "at the 
point of connection" with the existing 
network. 

  

 

Site Boundary 

New main by SLO 

Branch 
connection by 
Water 
Company 
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Scenario 3: As for Scenario 2, but the Water Company may agree that the SLO provide associated infrastructure 
at or downstream of the point of connection with the existing network. 

 
Key: 

  Existing network 
  New infrastructure constructed only by Water Company 
  New infrastructure constructed only by SLO 
  New infrastructure constructed by either Water Company or SLO 
 

4.4 Scenario 3: As for Scenario 2, but the 
Water Company may agree that the SLO 
provide associated infrastructure at or 
downstream of the point of connection with 
the existing network. 

4.4.1 The SLO can agree to provide this 
infrastructure at its own expense provided it 
is necessary as a result of the incorporation 
of the self lay main into the existing system. 

4.4.2 The costs reasonably incurred by the SLO 
in doing so will be rolled into the amount of 

costs of providing the self lay main for the 
purposes of the calculation of the asset 
amount due to the SLO for the self lay 
main. 

4.4.3 The same would apply if the SLO required 
that the Water Company provided the 
associated infrastructure at the SLO's 
expense. 

  

 

 

Site Boundary 

New main by SLO 

Branch 
connection by 
Water Company 

Associated infrastructure 
downstream the point of 
connection by Water 
Company or SLO 

2 valves by 
Water 
Company 

Existing water main 
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Scenario 4: As for Scenario 3, but reinforcement of the existing network is required, in the shape of other water 
mains, new tanks, service reservoirs or pumping stations (e.g. to provide the necessary capacity to supply the new 
development). 

  
Key: 
  Existing network 
  New infrastructure constructed only by Water Company 
  New infrastructure constructed only by SLO 
  New infrastructure constructed by either Water Company or SLO 

 

 

Site Boundary 

New main by SLO 

Branch 
connection by 
Water Company 

2 valves by 
Water 
Company 

 

Existing water main 

Associated infrastructure 
downstream the point of 
connection by Water 
Company or SLO 

Ex
is
ti
n
g 
w
at
er
 m

ai
n
 

Reinforcement of existing 
network by Water Company 
or SLO 

Connection to 
existing network by 
Water Company 

U
N
CO

N
TR

O
LLED

 IF
 P

R
IN

TED



 
 
 
 
 

 

IGN 4-05-01 
2014: Issue 1.0 
(Page 12 of 28) 
ISSN 1353-2529 

 

4.5 Scenario 4: As for Scenario 3, but 
reinforcement of the existing network is 
required, in the shape of other water mains, 
new tanks, service reservoirs or pumping 
stations (e.g. to provide the necessary 
capacity to supply the new development). 

4.5.1 The Water Company is entitled to payment 
of costs reasonably incurred in making the 
reinforcement as a result of the 
incorporation of self lay main into its 
system. 

4.5.2 It is also entitled to take security for those 
costs. 

4.5.3 Those costs will be also rolled into the 
amount of costs reasonably incurred in the 
calculation of the asset payment due to the 
SLO. 

4.5.4 Note! Reinforcement to the existing network 
in the shape of water mains may be 
undertaken by the SLO.  The costs 
reasonably incurred by the SLO in doing so 
will be rolled into the amount of costs of 
providing the self lay main for the purposes 
of the calculation of the asset amount due 
to the SLO for the self lay main.   Only the 
Water Company may make the connections 
to the existing network. 
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Scenario 5: As for Scenario 4, but the new development is also making use of spare capacity intentionally built into 
the existing network to provide capacity for future developments. That spare capacity was provided as part of a 
requisition made to the Water Company in the previous 12 years.  It consists of mains capacity, but also tank, 
service reservoir and pumping station capacity alongside it. 

 
Key: 
              Existing network 
              New infrastructure constructed only by Water Company 
              New infrastructure constructed only by SLO 
              New infrastructure constructed by either Water Company or SLO 
              Main laid by requisition for a previous development oversized for new SLO development 

 

 

 

Site Boundary 

New main by SLO 

Branch 
connection by 
Water Company 2 valves by 

Water 
Company 

Existing water main 

Associated infrastructure 
downstream the point of 
connection by Water 
Company or SLO 

Reinforcement of existing 
network by Water Company or 
SLO 

New development 
using spare 
capacity in 
existing water 
main  

Connection to 
existing network by 
Water Company 
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4.6 Scenario 5: As for Scenario 4, but the new 
development is also making use of spare 
capacity intentionally built into in the 
existing network to provide capacity for 
future developments..  That spare capacity 
was provided as part of a requisition made 
to the Water Company in the previous 12 
years specifically to cater for future 
development downstream.  It consists of 
mains capacity, but also tank, service 
reservoir and pumping station capacity 
alongside it. 

4.6.1 As well as the payment under Scenario 4, 
the Water Company is entitled to payment 
of a reasonable proportion of the costs 
reasonably incurred in providing or 
procuring the provision of the additional 
capacity which will be used as a result of 
the incorporation of the self lay main into 
the existing supply system. 

4.6.2 So the Water Company is entitled to a 
reasonable proportion of the reasonable 
costs of providing all of that earlier capacity.  
This would be calculated by reference to 
the proportion of the capacity to be used by 
the development, applied to those 
reasonable costs.   

4.6.3 Earlier capacity will include not just mains, 
but tanks, service reservoirs and pumping 
stations too, which will meet the test of 
being reasonably incurred in procuring the 
provision of the additional capacity in the 
earlier main. 

4.6.4 Again the Water Company is entitled to 
take security for those costs. 

4.6.5 Again those costs would also be rolled into 
the amount of costs reasonably incurred in 
the calculation of the asset payment due to 
the SLO. 
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Scenario 6: As for Scenario 5, but the Water Company requires that the self lay main being laid by the SLO is 
oversized, to cater for an expected further development by a separate developer adjacent to that of the SLO.   

 
Note Key is overleaf. 

 

 

 

 

 

 

Site Boundary 

New main by 
SLO 

Branch 
connection by 
Water 
Company 

Existing water 
main 

2 valves by 
Water Company 

 

New development 
using spare 
capacity in 
existing water 
main  

Existing water main 

Future development by separate developer 

New on-site main 
by SLO 
(oversized)  

Associated 
infrastructure 
(oversized) 
downstream the 
point of 
connection by 
Water Company 
or SLO  

Reinforcement (oversized) of existing 
network by Water Company or SLO 

Connection to 
existing network 
by Water 
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Key: 

              Existing network 
              New infrastructure constructed only by Water Company 
              New infrastructure constructed only by SLO 
              New infrastructure constructed by either Water Company or SLO 
              Main laid by requisition for a previous development oversized for new SLO development 

             New main oversized to provide for future development 

             New main oversized to provide for future development 
 
 

4.7 Scenario 6: As for Scenario 5, but 
the Water Company requires that the 
self lay main being laid by the SLO is 
oversized, to cater for an expected 
further development by a separate 
developer adjacent to that of the 
SLO. 

4.7.1 The SLO is obliged to do the 
oversizing works.  However it is also 
entitled to repayment by the Water 
Company of the extra expense 
reasonably incurred by it in doing 
those works. That cost will be 
calculated by reference to the 
proportion of capacity used. 

4.7.2 The costs of the oversizing will not be 
rolled into the amount of costs 
reasonably incurred in the calculation 
of the asset payment due to the SLO.  
This makes sense, since they are 

repaid to the SLO separately 
anyway. 

4.7.3 Note! In this scenario it is logical that 
there may be capacity in the 
associated infrastructure downstream 
the point of connection (Scenario 2) 
and reinforcement (Scenario 4) to 
cater for the further development for 
which the main being laid by the SLO 
is oversized.  Where this is the case 
only the proportion of the costs 
actually incurred in the associated 
infrastructure and the reinforcement 
to supply the new development may 
be charged and rolled up into the 
calculation for the asset payment.   
The cost of any oversizing paid to the 
SLO for additional capacity to serve 
future development will be borne by 
the Water Company until that 
additional capacity is required, 
subject to the 12 year rule. 
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APPENDIX A 

EXTRACTS FROM THE WATER INDUSTRY ACT 1991 
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