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About us
The Consumer Futures Unit (CFU), part of Citizens Advice Scotland, uses research and 
evidence to put consumers at the heart of policy and regulation in the energy, post 
and water sectors in Scotland. We work with government, regulators and business to 
put consumers first, designing policy and practice around their needs and aspirations. 
Our advocacy work is underpinned by a set of seven consumer principles which are 
shown below.  
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Executive Summary
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Services that are essential for life, such as water and sewerage, should be 
affordable for all households. The water industry has long acknowledged 
that low income households are most likely to struggle to afford their 
water and sewerage charges and need additional financial support. 
In response, the Water Charges Reduction 
Scheme is automatically applied to all 
households in receipt of Council Tax Reduction. 
However there is also recognition that the 
industry needs greater insight into the 
characteristics of households struggling to 
afford their charges so that financial support 
can be more efficiently targeted.

In 2017 Citizens Advice Scotland commissioned 
the Fraser of Allander Institute to identify 
which characteristics (such as housing tenure, 
household composition, and Council Tax band) 
determine if a household is likely to spend 
more than 3% of their weekly income on 
their charges1, and to explore options for how 
financial support could be most effectively 
targeted towards households that need it.

Future Charging Policy: Affordability 
Proposals

Citizens Advice Scotland welcomes the 
Scottish Government’s proposal to increase 
the maximum reduction for recipients of the 
Water Charges Reduction Scheme from 25% 
to 50%. This will provide additional benefit 
to over 340,000 households on full Council 
Tax Reduction, and another 160,000 on 
partial Council Tax Reduction. The proposals 
are a significant step forward in charging 
policy towards water and sewerage charges 
becoming affordable for all households. 

1  Commonly accepted threshold for affordable water and sewerage 
charges (Ofwat 2015)

Key Findings 

 > 12% (around 297,000) of households 
in Scotland spend more than 3% of 
their weekly income on their water and 
sewerage charges.  

 > Low income is the most accurate 
characteristic to indicate whether a 
household is likely to spend more than 3% 
of their weekly income on their charges. 
However, changing to an income-based 
assessment to more accurately target 
financial support would be complex and 
costly. 

 > There is no simple policy option that 
effectively targets households in need of 
additional financial support. 

 > There is no single benefit that indicates a 
household is likely to spend more than 3% 
of their weekly income on their charges.  

 > The Council Tax Reduction scheme, 
for which six passport2 benefits create 
eligibility, is considered the best available 
indicator for identifying households that 
may spend more than 3% of their weekly 
income on their charges.  

 > A single status household is a limited 
indicator for identifying affordability 
issues. 
 
 
 

2 Passport benefits are benefits whereby if an individual is in recipt of 
any of these benefits, they are automatically eligible for Council Tax 
Reduction (although they still need to apply for it). Passport benefits 
for Council Tax reduction are: Income-based Jobseeker’s Allowance; 
Income-related Employment and Support Allowance; Income 
Support; Pension Credit (Guarantee Credit). For detail on how Council 
Tax Reduction is awarded and definitions of income assessments 
and passport benefits see Appendix 2.
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 > Housing tenure does not greatly impact 
upon whether or not a household is likely 
to spend more than 3% of their weekly 
income on their charges. 

 > Income does not necessarily rise in line 
with Council Tax bands, therefore basing 
affordability on the banding system 
is a poor proxy for identifying those 
households that are likely to spend more 
than 3% of their weekly income on their 
charges.  

 > The research found that there are low 
income households in higher Council Tax 
banded properties, likely to be pensioner 
households, that spend more than 3% of 
their weekly income on their charges.  

 > The rollout of Universal Credit may further 
lower the application rate for Council 
Tax Reduction by eligible households, 
and therefore reduce the number of 
households receiving the Water Charges 
Reduction Scheme. 

 
Recommendations  

The report suggests a series of interim and 
longer term recommendations. We suggest the 
interim recommendations are implemented by 
2021 and that further research is conducted 
into the longer term recommendations during 
2021-2027.
 
Interim Recommendations

 > Citizens Advice Scotland recommends 
that the level of financial relief available 
under the Water Charges Reduction 
Scheme should be increased and 
welcomes the Scottish Government’s 
proposal to increase the Water Charges 
Reduction Scheme reduction to 50%.  

 > The Department for Work and Pensions, 
Scottish Government and local authorities 
should work collaboratively to create a 
universal policy whereby the data local 
authorities receive from the Department 
for Work and Pensions on Universal Credit 
recipients is used to automatically submit 
a Council Tax Reduction application. This 
would negate the need for consumers 

in receipt of Universal Credit to complete 
multiple means tested applications, 
and result in a simplified process for 
consumers applying for Council Tax 
Reduction, which would potentially 
increase the number of households 
benefiting from a reduction in water and 
sewerage charges. 

 > The Scottish Government, front line 
agencies, the Department for Work and 
Pensions and local authorities should 
work collaboratively to consider how to 
encourage eligible consumers to apply for 
Council Tax Reduction. Increased take up 
of Council Tax Reduction would result in a 
greater number of households receiving 
the Water Charges Reduction Scheme. 

Longer Term Recommendations

 > Agreed changes to the Water Charges 
Reduction Scheme, following the Scottish 
Government’s ‘Investing in and paying for 
your water services 2021’ consultation, 
together with measures to increase the 
number of eligible households applying 
for Council Tax Reduction, should be 
reviewed during the 2021-2027 regulatory 
period. This review should evaluate how 
successful the proposals have been in 
providing financial support to households 
on Council Tax Reduction that may 
struggle to afford their charges. 

 > Further research is required to explore 
how the current administration and data 
systems and proxies could be improved 
or replaced to target financial support 
towards households that spend more 
than 3% of their weekly income on their 
water and sewerage charges, but are 
not eligible for Council Tax Reduction or 
Universal Credit.  

 > Scottish Government should develop 
policy on financial support for pensioner 
households living in higher Council Tax 
banded properties and spending more 
than 3% of their weekly income on water 
and sewerage charges. Research should 
be conducted into how they view their 
ability to pay, as well as how many of 
these households are already in receipt of 
the Water Charges Reduction Scheme.
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1. Introduction
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1.1 Citizens Advice Scotland uses research 
and evidence to put consumers at the heart 
of policy and regulation in the energy, post 
and water sectors in Scotland. We work with 
government, regulators and business to put 
consumers first, designing policy and practice 
around their needs and aspirations.  

1.2 Citizens Advice Scotland works closely 
with water industry stakeholders to promote 
the needs of consumers. Part of this work 
includes advocating for affordable water and 
sewerage charges for all households, and for 
adequate financial support for households 
that may struggle to afford their charges. 
Citizens Advice Scotland is a member of the 
Long Term Charging Group alongside the 
Scottish Government, the Water Industry 
Commission for Scotland and Scottish Water3. 
The Long Term Charging Group provides advice 
on charging policy to Scottish Government 
Ministers to inform policy setting related to 
water and sewerage charges. 

1.3 Following research undertaken by Citizens 
Advice Scotland in 20164 into the affordability 
of water and sewerage charges, the Long 
Term Charging Group considered it would be  
helpful if further research could be carried 
out. This would focus on the characteristics of 
households struggling to afford their charges, 
and how the water industry could most 
effectively provide financial support to these 
households most in need. Citizens Advice 
Scotland agreed to undertake this work to 
better understand which types of households 
are most likely to spend more than 3% of their 
weekly income on their charges, and to provide 
options for how financial support could be 
more effectively directed towards them.  

1.4 Around 297,000 households in Scotland 
spend more than 3% of their weekly income on 
water and sewerage charges 5. This reduces the 
relative amount of disposable income available 
to them to spend on other essentials such as 
housing and food. 

3 Long Term Charging Group Terms of Reference 2015
4 Fraser of Allander ‘Recent Trends in The Affordability of Water and 

Sewerage Charges in Scotland’ 2016
5 Fraser of Allander ‘The Affordability of Water and Sewerage Charges 

in Scotland’ Technical Report 2018

Households that spend more than 3% of their 
weekly income on charges may struggle to 
afford them.

1.5 The water industry has recognised for a 
number of years that some households may 
not find their water and sewerage charges 
affordable, and has sought to find more 
suitable ways of effectively supporting them. 

1.6 Current charging policy uses the Water 
Charges Reduction Scheme6 to provide financial 
support to households that may struggle to 
afford their water and sewerage charges. The 
Water Charges Reduction Scheme provides 
financial support to households in receipt of 
Council Tax Reduction.   

1.7 The Scottish Government is proposing7 to 
increase the maximum reduction for recipients 
of the Water Charges Reduction Scheme to 
50%, from the current 25%. Citizens Advice 
Scotland welcomes the additional benefit that 
this will deliver to households in receipt of the 
Water Charges Reduction Scheme.  

1.8 Research undertaken by Citizens Advice 
Scotland has, for the first time, provided the 
Scottish water industry with evidence of the 
characteristics of households that are most 
likely to spend more than 3% of their weekly 
income on their charges. This work has also 
provided an assessment of policy options and 
how effectively they would improve targeted 
financial support for households that need it 
most.

6 Scottish Government ‘Investing in and Paying for Your Water Services 
from 2021 Consultation’ 2018 

7 Scottish Government ‘Investing in and Paying for Your Water Services 
from 2021 Consultation’ 2018 
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2.Background

Current financial support policy  

2.1 Water and sewerage charges are applied to every household that has a connection to the 
public water supply, the public sewerage network or both. Water and sewerage charges, including 
discounts, reductions and exemptions, largely mirror the Council Tax charging structure8. Current 
policy supports that charges must raise enough revenue to cover the full cost of delivering services. 
To deliver this, charges are based on Council Tax bands, rather than the amount of water a 
household uses. Charges increase with Council Tax bands, with lower banded households paying less 
than higher banded households which pay more. 

Council Tax band Charge application  
ration

Combined Service (water and 
sewerage) Charge 2018-19

A 6/9ths (67%) £291.60

B 7/9ths (78%) £340.20

C 8/9ths (89%) £388.80

D 9/9ths (100%) £437.40

E 11/9ths (122%) £534.60

F 13/9ths (144%) £631.80

G 15/9ths (167%) £729.00

H 18/9ths (200%) £874.80

Table 1 - Household unmetered charges 2018/19 and charge ratio9,10

8910

2.2 Some water and sewerage customers are eligible for discounts, reductions and exemptions11. For 
this report, the following are significant:  

 > Water Charges Reduction Scheme: Households receiving Council Tax Reduction automatically 
receive a proportional discount of up to 25% on their water and sewerage charges. For example, 
being in receipt of 100% Council Tax Reduction attracts a 25% Water Charges Reduction 
Scheme reduction, and being in receipt of 50% Council Tax Reduction attracts a 12.5% Water 
Charges Reduction Scheme reduction. 

 > Single Status Discount: a 25% discount is received for households where only one occupant is 
liable for Council Tax.  

8 https://beta.gov.scot/publications/charging-for-water-services-principles/ 
9 http://www.scottishwater.co.uk/you-and-your-home/your-charges/2018-19-charges/2018-19-umc
10 Local Government Finance Act 1992 
11 See Appendix 1 for all discounts, reductions and exemptions offered to water and sewerage customers 

https://beta.gov.scot/publications/charging-for-water-services-principles/
http://www.scottishwater.co.uk/you-and-your-home/your-charges/2018-19-charges/2018-19-umc


2.3 Around 50% of Scottish Water’s customers 
currently qualify for discounts, reductions and 
exemptions. The cost of these to the industry 
is £146 million per annum – about 18% of 
Scottish Water’s total revenue from household 
charges12. 

2.4 The total cost associated with providing 
water and sewerage services to customers, 
including financial support schemes, is 
recovered through domestic customer charges. 

The Strategic Review of Charges 

2.5 Key industry stakeholders13 undertake the 
Strategic Review of Charges every six years14. 
This is a process that determines service levels 
and charges payable by Scottish Water’s 
customers during the next regulatory period. 
The regulatory period currently under review is 
2021-2027.

2.6 Charging policy is the jurisdiction of the 
Scottish Government. The Strategic Review 
of Charges is informed by the Scottish 
Ministers Principles of Charging Statement 
and Investment Objectives15; the Principles of 
Charging sets Ministerial direction on charging 
policy for the industry.

2.7 Any changes to charging policy, including 
amendments to current financial support 
measures, will be introduced as part of the 
Principles of Charging process. Final Principles 
for 2021-2027 will be published in December 
201916.

12 Scottish Government ‘Investing in and Paying for Your Water Services 
from 2021 Consultation’ 2018 

13 Stakeholders include:, Scottish Government, the Water Industry 
Commission for Scotland, Scottish Water, Citizens Advice Scotland, 
the Customer Forum, The Drinking Water Quality Regulator, and 
Scottish Environmental Protection Agency

14 Water Industry Commission for Scotland ‘Methodology for the 
Strategic Review of Charges 2021 – 2027’ 2017 

15 https://beta.gov.scot/publications/charging-for-water-services-
principles/

16 Water Industry Commission for Scotland ‘Methodology for the 
Strategic Review of Charges 2021 – 2027’ 2017 Appendix 4

Unwinding cross subsidies to ensure 
more cost reflective charges

2.8 Households receiving the Water Charges 
Reduction Scheme, Single Status Discount, and 
other discounts, reductions and exemptions are 
cross subsidised by other paying customers. 

2.9 The Scottish Government has committed 
to review charging policy. This comprises of an 
ongoing objective to unwind cross subsidised 
discounts, reductions and exemptions across 
domestic charging where they can no longer 
be justified (for example, where a discount 
no longer reflects the cost of providing a 
service). This will ensure charging policy more 
accurately reflects the cost to serve properties 
and provides parity and fairness for all paying 
customers. 

2.10 As part of this aim, the Scottish 
Government has conducted a review of the 
Single Status Discount17 to determine if it is 
still relevant in terms of reflecting the cost to 
serve18.

Previous research into the 
affordability of water and sewerage 
charges 

2.11 For a number of years the water industry 
in Scotland has sought to identify households 
that may struggle to pay and the most 
effective options for targeting support towards 
them. For example:

a.  Research conducted by the industry in 
the early 2000s found that low income 
households in Scotland spend a higher 
percentage of their weekly household 
income on water and sewerage charges 
than high income households, regardless 
of which Council Tax band they are in. 
The research concluded that no simple 
solution exists in the water industry that 
addresses affordability issues19.

17 This is a legacy discount adopted from Council Tax policy which 
provides 25% discount for properties where only once occupant is 
liable for Council Tax.

18 Scottish Government ‘Investing in and Paying for Your Water Services 
from 2021 Consultation’ 2018

19 Sawkins and Dickie, Heriot Watt University ‘Affordability of Scottish 
Water and Sewerage Charges’ 2001 
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b.  During 2000, in recognition of the need to 
protect vulnerable households and prior 
to the passing of the Water Act (Scotland) 
2002, the Scottish Government launched a 
consultation into the affordability of water 
and sewerage charges. All respondents 
agreed that a financial scheme of some 
type is required to assist lower income 
households with water and sewerage 
charges but there were reservations about 
the administrative costs and complexities 
of introducing such a scheme, and what 
an effective scheme would look like20. 

c.  In 2016, Citizens Advice Scotland 
conducted research into the extent to 
which water and sewerage charges are 
affordable, based on case studies recorded 
by Citizens Advice Bureaux21. The research 
found that households in receipt of Job 
Seekers Allowance within a Council Tax 
band A property were more likely to spend 
more than 3% of their weekly income on 
their charges than any other case study.

The use of proxies as a basis for identifying 
which households are likely to spend more 
than 3% of their weekly income on their 
charges and need additional financial 
support

2.12 The water industry uses indicators (or 
proxies) as a basis for identifying households 
that are more likely to struggle to afford their 
charges, and may require additional financial 
support. The current proxy that is used is 
Council Tax Reduction, and households in 
receipt of this benefit automatically receive the 
Water Charges Reduction Scheme.

20 Scottish Executive ‘Affordability of Water and Sewerage Charges 
Consultation Report’ 2001

21 Fraser of Allander ‘Recent Trends in the Affordability of Water and 
Sewerage Charges in Scotland’ 2016

2.13 There are benefits and disadvantages to 
using proxies. 

a. On the one hand, they are administratively 
simple. Proxies allow discounts, reductions 
and exemptions to be simply applied 
using current administration systems. This 
results in proxies offering a cheap, efficient 
and simple method of applying discounts, 
reductions and exemptions.

b.  However, proxies implement blanket 
policy which does not necessarily reflect 
the unique circumstances of each 
individual household. The application 
of proxies results in affordability policy 
being targeted at a selected range 
of households. This leads to some 
households receiving unnecessary support 
and other households that require support 
not qualifying for any.

2.14 Research carried out by Citizens Advice 
Scotland in 2017-1822 set out to identify the 
characteristics of households that are most 
likely to spend more than 3% of their weekly 
income on their charges, and how to effectively 
target support towards these households. 
This insight report summarises the findings of 
the research within a wider consumer policy 
context, and will be used to inform further 
policy discussion on long term charges and 
financial support. 

22 Fraser of Allander ‘The Affordability of Water and Sewerage Charges 
in Scotland’ Technical Report 2018
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3. Research objectives and methodology

Research objectives 

The aims of the research were:

a.  To identify how many households spend 
more than 3% of their weekly income on 
their water and sewerage charges; 

b.  To identify which characteristics (such as 
housing tenure, household composition, 
and Council Tax band) determine if a 
household is likely to spend more than 3% 
of their weekly income on their charges; 

c. To explore options for how financial support 
for consumers could be most effectively 
targeted and implemented.

Methodology

3.1 Fraser of Allander Institute was 
commissioned to carry out this research 
for Citizens Advice Scotland. The Family 
Resources Survey (which surveys around 3,000 
households in Scotland annually) was used 
as the data set for the research. In addition, 
and where appropriate, data from 2013/14, 
2014/15, and 2015/16 was used to enhance the 
robustness of the analysis. 

3.2 The Family Resources Survey is used to 
inform UK and Scottish Government policy. 
For example, it is used by the Department for 
Work and Pensions to inform the development, 
monitoring and evaluation of social welfare 
policy23 and the Scottish Government uses it 
to monitor the progress of policies to reduce 
poverty in Scotland24. 

23 https://assets.publishing.service.gov.uk/government/uploads/
system/uploads/attachment_data/file/692771/family-resources-
survey-2016-17.pdf 

24 http://www.gov.scot/Resource/0051/00515392.pdf 

3.3 It is the only existing data set that includes 
information on water and sewerage charges as 
well as other characteristics, such as income 
(by source), household composition, housing 
tenure, benefit receipt, Council Tax bands, 
and housing costs. Having access to these 
characteristics was essential to identify which 
ones indicate whether or not  a household is 
likely to spend more than 3% of their weekly 
income on their water and sewerage charges, 
and which characteristics may be most 
effectively used as proxies to target financial 
support at households most in need.

3.4 A commonly accepted definition of whether 
a household is likely to struggle to afford their 
charges was used25: a household spending 
more than 3% of its weekly income, after 
housing costs, on water and sewerage charges.  
A more extreme threshold of 5% was also 
applied.

3.5 The research identified which proxies most 
effectively identified households that may 
struggle to afford their charges by analysing 
the data in two ways. As demonstrated in 
Table 2, the research split the total number of 
households spending more than 3% of their 
weekly income on their charges across the 
number of variables within each characteristic. 

25  OFWAT ‘Affordability and Debt 2014-15’ 2015
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Chart 1 - What percentage of all households within each Council Tax band spends more  
       than 3% of their weekly income on their charges

3.6 Secondly, as demonstrated in Chart 1, it identified the percentage of households within each 
variable that spend more than 3% of their weekly income on their charges. 

3.7 The research used equivalised income as the measure of household income. Equivalised income 
adjusts household income to take into account variations in the size and composition of households. 
Equivalised income is more representative of actual wealth, for example, a couple with no children 
earning £485 per week will enjoy a different standard of living compared to a household with two 
adults and two children living on £485 per week. The median weekly household income in Scotland is 
£48526.

26  Scottish Government ‘poverty and income inequality in Scotland 2014-2017’ 2018
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Table 2 - The total number of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges split across Council Tax bands

Band A Band B Band C Band D Band E Band F Band G Band H

Percentage of 
all households 
spending 3% of 
their weekly income

17% 18% 11% 13% 19% 11% 9% *

Percentage of 
all households 
spending more than 
5% of their weekly 
income

22% 18% 10% 13% 17% 9% 10% *



4. Findings

A significant percentage of Scottish households struggle to afford their water and 
sewerage charges 

4.1 Consumers cannot live without access to safe and clean drinking water and effective sewerage 
services. However for a significant percentage of households in Scotland, access to these essential 
life services is costing a disproportionately high share of their weekly income. 

4.2 Our research found that:

a.  Around 297,000 households in Scotland (approximately 12% of all households) spend more than 
3% of their weekly income on water and sewerage charges27. 

b.  Approximately 5.5% (136,000) of all households in Scotland spend more than 5% of their weekly 
income on water and sewerage charges, which places a greater strain on their available income. 

27

27 There is known to be some under-reporting of benefit receipt in the Family Resources Survey. For example, comparing the Family Resources Survey 
data with administrative data indicates that the Family Resources Survey underestimates recipients of Council Tax Reduction by 11%, of Housing 
Benefit by 14%, and of Working Tax Credit by 29%. Fraser of Allander ‘Unequivalised income- The affordability of water and sewerage charges in 
Scotland Technical Report’ 2018
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Chart 2 - The percentage of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges as a proportion of total households



4.3 As water and sewerage charges are fixed 
for each Council Tax band rather than based on 
the amount of water used, households have 
no opportunity to lower their bills (for example 
through installing water efficiency measures to 
use less water)28.

Characteristics that most effectively 
identify households most likely to 
struggle to afford their water and 
sewerage charges 

i) Income is the most accurate way of 
identifying which households may struggle 
to afford their water and sewerage charges 

4.4 Table 3 divides the 2.4 million Scottish 
households into ten equally sized income 
groups, from the lowest income decile to 
the highest income decile. It shows that the 
majority of households that may struggle  to 
afford their water and sewerage charges are in 
the lowest income decile. 70% of households 
in the lowest income decile spend more than 
3% of income on charges, falling to 26% in the 
second decile. No households in the top five 
income deciles spend more than 3% of their 
weekly income on their charges. 

28 Households can request that Scottish Water installs a water 
meter but the household is responsible for survey, installation and 
maintenance costs, as well as potentially an annual fixed charge and 
property and roads drainage charges. Households with a meter are 
also ineligible for any discounts, reductions, and exemptions. Given 
the significant cost to consumers of installing and using meters, 
Citizens Advice Scotland do not believe that metered water is a 
sensible option for the vast majority of Scottish households. 

4.5 For low income households, charges place a 
greater burden on available income.  The lower 
a household’s income, the more likely they are 
to spend more than 3% of their weekly income 
on water and sewerage charges. The majority 
of households which are likely to struggle are 
living on a weekly income of less than £173.

4.6 It is important to note that some 
households will have a weekly income of 
well below £173 per week. For example, a 
single status household under 25 claiming 
the Universal Credit standard allowance has a 
weekly income of £58.10 (before housing costs). 
In order to move up from the bottom income 
decile, their income would have to increase by 
over £110 per week29,30.

29  https://www.gov.uk/universal-credit/what-youll-get . Universal 
Credit is assessed and paid on a calendar monthly basis so the 
£251.77 converts to a weekly amount of £58.10. Assuming the 
claimant is only entitled to the standard allowance.  

30  Not accounting for housing costs. If housing costs are included, it 
could be assumed that weekly income would have to increase by 
more than £110 per week for the consumer to move up from the 
bottom decile.
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Table 3 - The total number of households spending more than 3% and 5% of their weekly 
income on water and sewerage charges split across income deciles

31

31 Households in the lowest decile have AHC equivalised income below £173 per week, those in the second decile have equivalised income between £173 
and £248 per week, etc. Households in the highest decile have equivalised income above £842.

Income  
decile

Percentage of households spending 
more than 3% of their weekly income on 

water and sewerage charges

Household income - income 
between below £ per week 

(after housing costs)31

Lowest 70% £173

2 26% £248

3 10% £302

4 11% £359

5 4% £420

6 0% £486

7 0% £561

8 0% £666

9 0% £842

Highest 0% Weekly income above £842
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Table 4 - The total number of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges split accross benefit34

ii) Being in receipt of benefits is a limited 
proxy for determining which households 
require additional support 

4.7 Households can apply to receive Council 
Tax Reduction if they are in receipt of either 
a passport benefit or on a low income. The 
definition of ‘low income’ is dependent on 
a household’s status. For example, a single 
claimant aged less than 25 years must have 
an income of less than £57.90 per week or a 
couple where at least one is aged 65 years 
or over must have an income of less than 
£258.1532 per week. 

4.8 Therefore by using Council Tax Reduction as 
a proxy, the Water Charges Reduction Scheme 
is deemed to target low income households.

4.9 However our research has shown that only 
21% of households that spend more than 3% 
of their weekly income on water and sewerage 

charges receive Council Tax Reduction, and 
therefore also receive additional financial 
support through the Water Charges Reduction 
Scheme. It follows that Council Tax Reduction is 
currently the best available proxy for targeting 
low income households and increasing its take 
up would improve the benefit it delivers to such 
households.  

4.10 It should be noted that Council Tax 
Reduction is under reported in the Family 
Resources Survey by around 11%.  This means 
that the proportion of households that 
spend more than 3% and receive Council Tax 
Reduction is likely higher than 21%.

4.11 Table 4 shows that affordability issues 
cannot be fully identified by one particular 
benefit but are represented across different  
types of benefits33. 

 

 

Spending more than 
3% of weekly  

income

Spending more than 
5% of weekly  

income

% of total number of 
households in Scotland in 

receipt of benefit
State Pension 22% 15% 31%

Housing Benefit 20% 16% 16%

Working Tax Credit 8% 9% 6%

Emplyment and Support 
allowance 6% 4% 5%

Disability Living  
Allowance 5% 5% 10%

Pension Credit 2% 2% 6%

Attendance Allowance 1% 1% 3%

Child Tax Credit 15% 14% 10%

Job Seekers Allowance 11% 10% 3%

Carer’s Allowance 2% 1% 2%

Income Support 4% 2% 3%

Council Tax  Reduction 21% 17% 19%

Universal Credit 36% 33% 25%
32

32 http://www.parliament.scot/ResearchBriefingsAndFactsheets/
SB_17-24_Council_Tax_Reduction.pdf . For a full list of low income 
thresholds for different household characteristics see Appendix 2.

33 34

 

33 Universal Credit has not been rolled out across all of Scotland yet the 
researchers created a proxy for Universal Credit by merging the benefits 
that are being combined into Universal Credit. The working age means 
tested benefits that are being combined in Universal Credit are Income 
Support, Housing Benefit, Working Tax Credit, income related Job Seekers 
Allowance, income related Employment and Support Allowance, and Child 
Tax Credit. https://www.turn2us.org.uk/Benefit-guides/Universal-Credit/
Which-benefits-will-Universal-Credit-replace

34 The total in this table may be greater than 100% as some households will 
receive multiple benefits.
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4.12 Universal Credit is likely to be a more  
effective proxy for identifying households that 
require additional support. If Universal Credit 
was fully rolled out across Scotland, and was 
linked to the Water Charges Reduction Scheme, 
36% of all households spending more than 3% 
of their weekly income on charges would re-
ceive additional financial support compared to 
21% of those receiving Council Tax Reduction. 

iii) Households not in work are more likely 
to spend more than 3% of their weekly 
income on their charges

4.13 Table 5 looks at the percentage of 
households in each work status category that 
spend more than 3% on water and sewerage 
charges. 46% of households of working age 
(below 60 years old), where no occupants are 
in work, spend more than 3% of their weekly 
income on water and sewerage charges.

4.14 However households where occupants 
are in part time work, self empoyed or 
economically inactive (for example in full time 
education) are also much more likely to spend 
more than 3% of their weekly income on their 
charges.

4.15 Among households where all occupants 
are in full time employment, only 3% spend 
more than 3% of their weekly income on their 
charges. 

4.16 This suggests that work status is an 
important factor and indicator of affordability, 
and supports the finding that income is 
the primary indicator of facing affordability 
constraints, as households in work will tend to 
have higher incomes than those households 
not in work.

4.17 However it is important to note that of 
all households that spend more than 3% of 
their weekly income on their charges, 40% of 
households in other types of work (e.g. part 
time work) spend more than 3% of their weekly 
income on their charges 35. 

35 The research found that of all households facing 
affordability constraints, 12% have one or more person self-
employed; 7% have all persons in full time employment; 4% 
have one or more in full time work and one or more in part 
time work; 8% have one or more in full time work and one 
or more not working; and 9% have one or more in part time 
work and none in full time work

Charting a new course 17



iv) Single status is a poor proxy for 
households requiring additional support

4.18 The Single Status Discount may 
incidentally provide financial support to 
low income households where only one 
occupant is liable for Council Tax (‘single 
status’ households), as it reduces their water 
and sewerage charges. However single status 
households do not universally face affordability 
constraints; most single status households 
spend less than 3% of their weekly income on 
their water and sewerage charges. 

4.19 The research shows that of all households 
spending more than 3% of their weekly income 
on water and sewerage charges, only 34% 
are single status households, whilst 66% are 
households where more than one occupant is 
liable for Council Tax. This demonstrates that 
single status is a poor proxy for identifying 
households that may struggle to afford their 
water and sewerage charges. 

Spends more than 
3% of weekly 

income

Spends more than 
5% of weekly

income

Workless, head or spouse unemployed 46% 24%

One or more self employed  21% 11%

Workless, other economically inactive  18% 9%

No full-time work, one or more in part-time work  16% 8%

One (or more) in full-time work,one (or more)  
not working 16% 4%

Multi mixed family units  13% 5%

Workless head or spouse aged 60 or over 9% 3%

One (or more) in full-time work, one (or more)  
part-time 6% 2%

 All in full time work 3% 2%

Table 5 - The percentage of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges within each work status variable

4.20 Some households currently on Single 
Status Discount also qualify for Council Tax 
Reduction. Therefore if they no longer receive 
a Single Status Discount of 25%, they would 
still be eligible to receive a discount under the 
Water Charges Reduction Scheme, although it 
may not be as much as 25%. 
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v) Council Tax bands are a poor proxy 
for affordability and identifying which 
households require additional support 

4.21 Water and sewerage charges aim to 
financially support lower income households 
by weighting charges across Council Tax bands. 
Therefore lower banded households pay the 
lowest charges and are cross subsidised by 
higher banded houses that pay the highest 
charges. 

Chart 3 - The percentage of single status households spending more than 3% of 
their weekly income on water and sewerage charges

 

34% 

66% 

single status households
spending more than 3% of
their weekly income on water
and sewerage charges

single status households
spending less than 3% of
their weekly income on
water and sewerage charges

4.22 However not all households in lower 
Council Tax bands are on a low income. 
Therefore the correlation between income 
levels and Council Tax bands is weak; and 
income levels may significantly vary within 
Council Tax bands. As seen in Chart 3, some 
households in band B properties have 
an income of £500 per week (e.g. young 
professional couples who are asset poor but 
cash rich), whilst some households in band E 
have an income of below £400 per week (e.g. 
pensioner households in higher Council Tax 
bands, which are asset rich but cash poor). 
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Chart 4 - Distribution of weekly income after housing costs by Council Tax band

Across Council Tax bands

4.23 Table 6 shows that most households 
spending more than 3% of their weekly income 
on their water and sewerage charges are in in 
Council Tax bands A (17%) and B (18%). This 
reflects that there are greater numbers of 
households within these bands than in any 
other band in Scotland. 

4.24  When the research looked at how 
households that pay more than 3% are split 
across Council Tax bands, it found that the 
percentage is not concentrated specifically 
within any one band, but spread across them. 
This demonstrates that being in a specific 
Council Tax band does not mean that a 
household is more, or less, likely to spend 
more than 3% of their weekly income on their 
charges. 
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Within Council Tax bands

Table 6 - The total number of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges split across Council Tax bands

Band A Band B Band C Band D Band E Band F Band G Band H

Percentage of 
all households 
spending 3% of 
their weekly income

17% 18% 11% 13% 19% 11% 9% *

Percentage of 
all households 
spending more than 
5% of their weekly 
income

22% 18% 10% 13% 17% 9% 10% *

Percentage of 
houses in the 
Council Tax band

21% 24% 15% 13% 14% 7% 4% 1%

Chart 5 - The percentage of households spending more than 3% and 5% of their 
weely income on water and sewerage charges in each Council Tax band

 

0%

5%

10%

15%

20%

25%

Band A Band B Band C Band D Band E Band F Band G

Spend more than 3% of income on water and sewerage

Spend more than 5% of income on water and sewerage
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4.25 The research also analysed the 
percentage of households in each Council Tax 
band that spend more than 3% of their weekly 
income on charges.

4.26 It found that 9% of households in band 
A and 8% of households in band B spend 
more than 3% of their weekly income on 
charges. However a significantly higher 
percentage of households in band F (16%) and 
in band G (24%) also pay over 3%. This again 
demonstrates that the correlation between 
income levels and Council Tax bands is weak, 
and that income does not necessarily rise in 
line with Council Tax bands.

4.27 This also suggests that there are a number 
of asset rich but cash poor households living in 
higher Council Tax banded properties who may 
struggle to afford their charges. 
 

vi) Housing tenure is not a useful indictor 
of affordability  

4.28 Table 7 shows how households spending 
more than 3% of their weekly income on 
water and sewerage charges are split across 
all housing tenures. Around a half of all 
households paying over 3% rent their homes, 
and a half are owner occupiers (28%) and 
owners with a mortgage (23%). 

4.29 Combined with evidence from Chart 4, 
which shows there are some higher banded 
households with low incomes, this suggests 
that there may be a group of home owners 
living in higher Council Tax banded properties 
that pay higher water and sewerage charges, 
but are on low incomes. These are likely to be 
pensioner households that are asset rich but 
cash poor.

4.30 At present, there is no clear Scottish 
Government policy on whether or not 
additional financial support should be given to 
households in higher Council Tax bands on low 
incomes
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Table 7 - The total number of households spending more than 3% and 5% of their 
weekly income on water and sewerage charges split across housing tenures

Rented 
from  

council

Rented  
from  

Housing  
Association

Rented  
privatley  

unfurnished

Rented 
privatley 
furnished

Owned 
outright

Owned 
with  

mortgage

Spending more 
than 3% of weekly 
income on water 
and sewerage 
charges

14% 12% 16% 8% 28% 23%

Spending more 
than 5% of weekly 
income on water 
and sewerage 
charges

13% 10% 18% 11% 25% 24%

% of  
household type in 
population

14% 9% 11% 5% 32% 29%

Table 8 - The percentage of households spending more than 3% and 5% of their 
weekly income on water and sewerage within each housing tenures variables

Equivalised income

Spending more than 3% Spending more than 5%

Rented from council 11% 4%

Rented from Housing Association 15% 5%

Rented privatley - unfurnished 16% 7%

Rented privatley - furnished 17% 10%

Owned outright 10% 4%

Owned with mortgage 9% 4%
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.4.31 Housing tenure is a weak proxy for 
identifying households likely to spend more 
than 3% of their weekly income on their 
charges. This is emphasised in Table 8 above, 
which analyses the percentage of each tenure 
category spending above 3% of their weekly 
income on charges. It shows that renters 
are more likely to spend more than 3% of 
their weekly income on their charges than 
owner occupiers. This reflects the fact that 
renters tend to have lower income than owner 
occupiers36.

Low take up of Council Tax Reduction

4.32 Although there are no statistics to show 
how many consumers who are eligible for 
Council Tax Reduction do not claim it, previous 
estimates of Council Tax Benefit take up (which 
Council Tax Reduction replaced) indicated that 
application rates were low compared to other 
means-tested benefits. The Department for 
Work and Pensions estimate that in 2009 UK-
wide take up of Council Tax Benefit for those 
eligible was between 62% and 69% overall, and 
between 54% and 61% for pensioners37. Low 
Council Tax Reduction take up results in fewer 
eligible households receiving financial support 
through the Water Charges Reduction Scheme. 

4.33 It has been suggested that the rollout of 
Universal Credit could result in a decline in the 
number of Council Tax Reduction claimants. 
Prior to Universal Credit, consumers applying 
for passport benefits would often at the same 
time apply for Council Tax Reduction at the 
same time (for example, by ticking a box on 
the passport benefit application form to apply 
for Council Tax Reduction), which their local 
authority would process using the same means 
tested information. 

36 Fraser of Allander ‘The Affordability of Water and Sewerage Charges 
in Scotland’ Technical Report 2018

37 http://www.parliament.scot/ResearchBriefingsAndFactsheets/SB_17-
24_Council_Tax_Reduction.pdf  (Department for Work and Pensions 
2012)

4.34  Although data on Universal Credit 
recipients is shared between local authorities 
and the Department of Work and Pensions, 
there is no universal policy concerning local 
authorities using the data they receive from 
the Department for Work and Pensions on a 
Universal Credit recipient to submit a Council 
Tax Reduction application for the consumer, or 
requiring the applicant to submit a separate 
application. 

4.35 Consequently, consumers in receipt 
of Universal Credit may have to separately 
apply for Council Tax Reduction and undergo 
a second means tested application38. 
Applying for Council Tax Reduction in addition 
to Universal Credit may be seen as time 
consuming and intrusive, which for some 
consumers, could act as a disincentive. 
A universal policy to use the data local 
authorities receive from the Department for 
Work and Pensions to automatically submit 
a Council Tax Reduction application would 
negate the need for consumers to undergo 
two separate means tested applications. This 
would support increased take up of Council Tax 
Reduction by eligible consumers in receipt of 
Universal Credit.

4.36 East Lothian Council gave evidence to the 
Scottish Parliament Social Security Committee 
(2016) that the roll out of Universal Credit had 
seen “a significant reduction in the take up 
of Council Tax Reduction, (a 7.6% reduction 
in Council Tax Reduction expenditure [for the 
year to date by] 30 September 2016)”, which 
suggests that those that previously received 
Council Tax Reduction had not reapplied under 
the rules of Universal Credit39. 

4.37 However as Universal Credit is not yet fully 
rolled out across Scotland its overall impact on 
Council Tax Reduction take up40 is not known. 
Nor is it known how this will change over time.

 

38 http://www.parliament.scot/ResearchBriefingsAndFactsheets/SB_17-
24_Council_Tax_Reduction.pdf 

39 Additionally, Universal Credit applications are expected to be made 
online. In 2016 Citizens Advice Scotland which found that 59% of 
respondent should not make a claim for benefits online without help, 
and 54% could not apply for a job online without help. https://www.
cas.org.uk/system/files/publications/learning_from_testing_times_
uc_report.pdf     

40 http://www.parliament.scot/ResearchBriefingsAndFactsheets/SB_17-
24_Council_Tax_Reduction.pdf
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5. Policy options for reducing the number of households 
facing affordability constrains
5.1 This section explores policy options for 
better targeting households that require 
additional financial support. It firstly looks at 
options from the research report and then 
analyses affordability proposals within the 
Scottish Government’s ‘Investing in and paying 
for your water services 2021’ consultation41.

5.2 It must be noted any further cross subsidies 
must be funded by paying customers within 
the charging structure. As is always the case 
with reallocation of funds, there will be winners 
and losers in that the impact of increasing 
discounts for some may place an additional 
burden on others who do not qualify for 
affordability measures, but may be on a low 
income. These factors must be considered 
carefully by water industry stakeholders during 
the development of further charging policy. 

41 https://www.gov.scot/Publications/2018/07/9260

Options from the research

5.3 In addition to identifying which 
characteristics may most effectively be used 
as proxies to allow financial support to be 
targeted at households most in need, the 
research explored several policy options. 

i) Change the ratios between Council Tax bands

Description of proposed policy 
change

The ratios between Council Tax 
banded water and sewerage charges 
could be adjusted so that higher 
banded households pay a larger 
percentage of the cost of the water 
industry through increased charges. 
The additional revenue could be 
used to cross subsidise lowering 
the charges for households in lower 
Council Tax bands. This would result 
in higher charges for higher banded 
households and lower charges for 
lower banded households. 

Impact

As affordability constraints are spread 
across all Council Tax bands there is little 
case for lowering the charges for lower 
banded households as this would not 
target all households that spend more 
than 3% of their weekly income on their 
charges.

There is a weak relationship between 
income and Council Tax band; low incomes 
do not only exist in lower Council Tax 
banded households. There are also cash 
poor, asset rich households within higher 
Council Tax bands spending more than 
3% of their weekly income on their water 
and sewerage charges. Lowering charges 
for the lowest Council Tax bands would 
not address affordability issues in higher 
Council Tax bands. Indeed, if charges 
increased for higher banded properties, 
this would likely increase the number of 
households who may be struggling to 
afford their charges. 
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ii) Extend the Single Status Discount

Description of proposed policy 
change

The Single Status Discount could be 
extended to 50% or 100% to provide 
greater financial relief to single status 
households struggling to afford their 
water and sewerage charges. 

Impact

Extending the Single Status Discount 
to 50% would cost around £78 million 
while extending it to 100% would cost 
around £235m. 

Extending the Single Status Discount 
to 50% would result in the percentage 
of households spending more than 3% 
of their weekly income on water and 
sewerage charges falling from 12% 
to 10%. Extending it to 100% would 
reduce the figure to 8%.
 
The low percentage decrease 
is because 66% of single status 
households are not paying over 3% 
for their water and sewerage charges. 
Therefore any scheme to increase the 
Single Status Discount would result in 
additional financial relief being given 
to a large group of households that do 
not require it, which would place an 
additional financial burden on paying 
customers that cross subsidise any 
further discount.
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iii) Top up existing benefits 

Description of proposed policy 
change

Under the Scotland Act 201642, the 
Scottish Government can top-up 
benefits that are determined by the 
UK Government and delivered by the 
Department for Work and Pensions.

Given that water and sewerage 
affordability is an issue associated with 
low income, one option available to 
the Scottish Government is to top-up 
Universal Credit, which is a means-
tested benefit.

Impact

Of all households struggling to afford 
their water and sewerage charges, 
around one third receive Universal 
Credit. 

Using Universal Credit as an 
affordability proxy would also extend 
a discount to those households that 
may not spend more than 3% of their 
weekly income on their charges. The 
application of Universal Credit as a 
proxy, would result in more households 
paying more than 3%, receiving 
additional financial support and fewer 
households paying less than 3% 
receiving a discount. 

Establishing a Universal Credit top-
up policy may incur substantial 
administrative costs and not all of 
Scotland is yet on Universal Credit, 
meaning that many households would 
be unable to receive a top up.
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Description of proposed policy 
change

A new benefit could be created 
and administered by the Scottish 
Social Security Agency, which is 
being established by the Scottish 
Government.

Impact

In order to efficiently administer a new 
benefit, eligibility criteria would have 
to take account of both weekly income 
and the Council Tax band of a property 
to work out a fair charge.

However, it is unknown if the Scottish 
Social Security Agency will have 
access to household income data, 
and administering a scheme based on 
such relatively detailed criteria would 
likely be administratively complex and 
expensive to set up.

The Agency could instead administer a 
new benefit for which eligibility would 
be based on receipt of one or more 
existing benefits. However as shown, 
no one benefit is closely correlated with 
the prevalence of water and sewerage 
poverty so administrating a new benefit 
using existing benefits as a proxy, would 
not effectively target those households 
that most need financial support.

iv) Create a new Scottish Security Agency benefit     
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Description of proposed policy 
change

A fund could be set up for households 
facing affordability constraints to apply 
for financial assistance. Households 
would have to apply directly to the 
fund and meet its criteria to receive 
financial support.

Impact

The most effective criteria on which 
to base relief would be household 
income, given that it is the single 
most effective proxy for identifying 
households likely to spend more than 
3% of their weekly income on their 
water and sewerage charges. An ‘on 
application’ affordability scheme 
whereby households have to apply 
and demonstrate a low income would 
effectively target support towards 
households that are not eligible for the 
Water Charges Reduction Scheme. Any 
scheme would only be for supporting 
households with current charges, and 
not historic debts.

However such a scheme would be 
expensive to administer: it would 
require the establishment of a process 
to assess applications and each 
application would need to be means 
tested. 

Additionally, take up by those requiring 
support may be low. In England and 
Wales, on application support schemes 
are common but take up can be low. 
Low take up can be influenced by: 
low awareness of schemes; ease of 
application; whether or not consumers 
are willing to apply to a means-
tested scheme; and whether or not 
consumers are willing to apply on a 
recurring basis43. 

v) Create an ‘on application’ support scheme

43

43  Consumer Council for Water ‘Staying Afloat’ 2017
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Description of proposed policy 
change

A campaign to encourage greater take 
up could result in a greater number 
of households receiving Council Tax 
Reduction and therefore the Water 
Charges Reduction Scheme. 

Impact

It is estimated that take up of Council 
Tax Reduction is low compared to other 
means-tested benefits. Additionally, it 
indicates that Council Tax Reduction 
application numbers may be lower in 
areas where Universal Credit has been 
rolled out. 
 
A dedicated campaign encouraging 
households to apply for Council 
Tax Reduction could help increase 
the number of eligible Council Tax 
Reduction recipients applying and 
receiving support, which will increase 
the number of households receiving 
the Water Charges Reduction Scheme. 

However it must be noted that not all 
households that spend more than 3% 
of their weekly income on water and 
sewerage charges receive Council Tax 
Reduction.

vi) Increasing take up of Council Tax Reduction
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Description of proposed policy 
change

The Water Charges Reduction Scheme 
could be extended to 50% to provide 
greater financial relief to recipients 

Impact

The cost of increasing the Water 
Charges Reduction Scheme from 25% 
to 50% would be around £32 million, 
and increasing it to 100% would cost 
around £90 million44 .

Extending the Water Charges Reduction 
Scheme could be quickly, easily 
and cheaply applied. It would give 
households in receipt of Council Tax 
Reduction greater financial support.

It would benefit approximately one fifth 
of households that spend more than 
3% of their weekly income on charges  
and are in receipt of Council Tax 
Reduction. This figure could increase if 
measures to increase take up of Council 
Tax Reduction were successful. 

However it should be noted that Council 
Tax Reduction is under reported in 
Family Resources Survey by around 
11%.  This means that the proportion 
of households that spend more than 
3% and receive Council Tax Reduction is 
likely to be higher than one fifth.

Options included in the Principles of Charging consultation
vii) Extend the Water Charges Reduction Scheme 
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http://www.scotlandscensus.gov.uk/

http://www.scotlandscensus.gov.uk/ 


Principles of Charging 2021 – 2017: 
Proposals for a change in affordability 
policy

5.4 The Scottish Government Principles of 
Charging consultation for the 2021 – 2027 
regulatory period has proposed key changes to 
charging policy:

a. Reducing the Single Status Discount from 
25% to 10% and using additional revenue 
to support those facing affordability 
constraints.

b. Removing charges exemptions from vacant 
properties.

c. Ministers would like to consider how the 
revenue raised from removing the vacant 
property exemption and reducing the 
Single Status Discount can best be used to 
give further assistance to those genuinely 
facing affordability constrains.

Reducing the Single Status Discount: 
Analysis

5.5 Our research showed that the complete 
removal of the 25% Single Status Discount 
would increase the percentage of households 
pending more than 3% of their weekly income 
on their charges from 12% to 14% (although 
it did not calculate the impact of reducing the 
Single Status Discount from 25% to 10%). 

5.6 Census data on the number of single status 
households, and data held on the number of 
households in receipt of the Water Charges 
Reduction Scheme, suggests that some 
households currently on Single Status Discount 
are also in receipt of Council Tax Reduction and 
so eligible for the Water Charges Reduction 
Scheme45. These households will see their 
Single Status Discount reduced to 10% but 
will automatically be eligible for the increased 
Water Charges Reduction Scheme reduction of 
up to 50%. 

5.7  In 1961, 14% of households in Scotland 
were single occupants. Today this figure is 35% 
which is a significant increase and indicates a 
substantial cost to serve. The cost to Scotland’s 
water industry, and paying customers, of the 
Single Status Discount is currently £85 million 
per annum. The Scottish Government wishes 
to review existing policy to ensure discounts 
are consistent with the principles of cost 
reflectivity. We support this move to a more 
suitable position that is fair to all consumers.

Increasing the Water Charges 

45  http://www.scotlandscensus.gov.uk/
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Reduction Scheme: Analysis

5.8  The Water Charges Reduction Scheme 
is crucial in providing financial support to 
households struggling to afford their charges.  
Citizens Advice Scotland support increasing the 
maximum Water Charges Reduction Scheme 
reduction to 50%. This will double the amount 
of the financial support given to 340,000 
households on full Council Tax Reduction 
and another 160,000 on partial Council Tax 
Reduction and lower the number of households 
struggling to afford their charges.

5.9 The proposal would decrease the 
percentage of households facing affordability 
constraints from 12% to 11% (or reduce the 
number of households in Scotland struggling 
to afford their charges from around 297,000 to 
around 240,750) 46.

5.10 This additional support will go to low 
income households that are currently on 
Council Tax Reduction by virtue of being on low 
incomes.

46  There was underreporting of Council Tax Reduction recipients in 
the Family Resources Survey 2015/16 of 11% so the number of 
households supported may be higher in practise. 

5.11 The scheme would be an extension 
of the current scheme and use existing 
Local Authority administration systems and 
data, and so would be simple and cheap to 
implement47.

5.12 It could also encourage greater take up of 
Council Tax Reduction as recipients will receive 
a greater Water Charges Reduction Scheme 
reduction.

5.13 However, Citizens Advice Scotland also 
acknowledges that additional support within 
the proposals will not reach those households 
spending more than 3% of weekly income on 
their charges that do not qualify for Council 
Tax Reduction and so will not benefit from the 
increased Water Charges Reduction Scheme. 

5.14 Although the proposals will offer 
additional help to struggling households, 
ongoing work is required to identify suitable 
methods of supporting households that do 
not qualify for the Water Charges Reduction 
Scheme.

s
47 Scottish Government ‘Investing in and Paying for Your Water Services 

from 2021 Consultation’ 2018 
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6.1 Life essential services like water and 
sewerage should be affordable to all Scottish 
households. Spending more than 3% of their 
weekly income on charges may impact a 
household’s ability to afford other essentials 
such as food.

6.2 Households that find water and sewerage 
charges unaffordable require access to 
targeted financial support to reduce their 
charges to an affordable level.

6.3 Low take up of Council Tax Reduction 
results in fewer households receiving financial 
relief through the Water Charges Reduction 
Scheme. Promotion and greater take up of 
Council Tax Reduction would automatically 
result in more households receiving additional 
financial support for water and sewerage 
charges. 

6.4 Some Universal Credit recipients will be 
eligible for Council Tax Reduction. However 
a lack of a universal policy that ensures 
that the data local authorities receive from 
the Department for Work and Pensions 
on Universal Credit recipients is used to 
automatically submit a Council Tax Reduction 
application means consumers may have to 
apply for Universal Credit and Council Tax 
Reduction separately, and therefore undergo 
a second means tested application. This may 
dissuade consumers in receipt of Universal 
Credit from applying for Council Tax Reduction 
and therefore reduce the number of eligible 
households receiving the Water Charges 
Reduction Scheme.

Household characteristics that may 
indicate affordability issues

6.5 Income is the most accurate proxy for 
identifying households that may struggle to 
afford their water and sewerage charges and 
be in need of financial support. 

6.6 The correlation between Council Tax bands 
and income, to determine affordability, is weak. 
Income levels within Council Tax bands vary, 
meaning that within each band, there will 
be consumers who may not find water and 
sewerage charges affordable. 

6. Conclusions

6.7 Asset rich but cash poor households exist 
within high Council Tax banded properties. 
These are likely to be pensioner households 
that spend more than 3% of their weekly 
income on water and sewerage charges. 
There is no clear Scottish Government policy 
on whether or not higher Council Tax banded 
properties that may struggle to afford their 
charges should qualify for additional financial 
support, on the basis of asset wealth. 

6.8 The majority of single status households 
do not spend more than 3% of their weekly 
income on charges. This indicates that a 
household’s composition is not an accurate 
proxy for affordability.

6.9 Being in work is not a guarantee that a 
household will be able to afford their water and 
sewerage charges. There are instances where 
households in work may spend more than 3% 
of their weekly income on their charges and 
receive no additional financial support. 

6.10 No single benefit universally indicates 
whether or not a household is likely to spend 
more than 3% of its weekly income on water 
and sewerage charges. 

Identifying a policy solution

6.11  No simple policy solution exists that 
will direct targeted financial support to those 
that need it most. However to avoid creating 
further complexity around applying discounts, 
any further measures to provide financial relief 
must remain accessible to those who find 
charges unaffordable. 

6.12 Within the current administration system 
used for discounts, reductions and exemptions, 
Council Tax Reduction is the best proxy to 
identify households in need of support.  

6.13 Council Tax administrative systems 
make it easy to administer the Water Charges 
Reduction Scheme to those households that 
receive Council Tax Reduction. However, further 
targeted support from the water industry 
to those in need is constrained by available 
administrative systems. 
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6.14 In addition to research into the 
affordability of water and sewerage charges, 
Citizens Advice Scotland has conducted 
research into fuel poverty48. This revealed that 
the majority of households that are in fuel 
poverty are also on low income, echoing our 
findings within this report: that low income is 
the most accurate indicator of those that are 
likely to find essential services unaffordable.

6.15 Greater accuracy in targeting financial 
support to households for both water and 
energy, would require the development of 
a new administration system This could be 
complex, time consuming and expensive.

6.16 The use of a secondary proxy in addition 
to Council Tax Reduction, or a new proxy, would 
increase the number of households accessing 
additional financial support. However, this 
too could be complex and time consuming to 
administer.

6.17 An ‘on application’ scheme to support 
those households struggling to pay, but that 
do not qualify for Council Tax Reduction, would 
be expensive and complex to administer. If the 
scheme is dependent on self selection, take 
up of the scheme could be low resulting in the 
most vulnerable households not applying and 
therefore not receiving support. 

48 Citizens Advice Scotland ‘Speaking up: Understanding Fuel Poverty 
Support Needs’ 2018

The Principles of Charging 2021 – 2028  

6.18 Citizens Advice Scotland welcomes the 
proposal to increase the maximum Water 
Charges Reduction Scheme reduction from 
25% to 50%. This will provide financial relief to 
households in the lower income deciles that 
find charges unaffordable. 

6.19 The proposals are a significant and 
positive step from the Scottish Government in 
strengthening support for households on low 
income. 

6.20 An increase in the Water Charges 
Reduction Scheme could make applying for 
Council tax Reduction more attractive to 
qualifying households.

6.21 If the Single Status Discount is reduced 
to 10% some of the households currently 
receiving the Single Status Discount may be 
eligible for greater reductions through the 
Water Charges Reduction Scheme.
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Interim Recommendations (2018–2021)

We recommend that the following additional measures are considered within the next three years 
with a view to implement by the start of the next regulatory period 2021-2027.

Recommendations

Recommendation 1:   
Citizens Advice Scotland recommends that the level of financial relief available under the 

Water Charges Reduction Scheme should be increased

Recommendation 2:   
The process for Universal Credit recipients to apply for Council Tax Reduction requires to 

be simplified

A further reduction in charges for consumers in receipt of the Water Charges Reduction Scheme 
will provide vital additional support to low income households. Additionally, it will provide  
additional support to households on Council Tax Reduction that may not spend more than 3% 

of their weekly income on their charges, but are likely to be on a low income.
We welcome the Scottish Government’s proposal to increase the Water Charges Reduction 

Scheme reduction to 50%. 

The Department for Work and Pensions, Scottish Government and local authorities should 
work collaboratively to create universal policy whereby the data local authorities receive from 
the Department for Work and Pensions on Universal Credit recipients is used to automatically  

submit a Council Tax Reduction application.
This would negate the need for consumers to complete multiple means tested applications and 
make it easier for consumers in receipt of Universal Credit to apply for Council Tax Reduction, 
which could support an increase in the number of households benefiting from a reduction in 

water and sewerage charges.

Recommendation 3:  
Agencies should work collaboratively to increase the number of eligible consumers  

receiving the Water Charges Reduction Scheme

The Scottish Government, front line agencies, the Department for Work and Pensions and local 
authorities should work collaboratively to consider how to encourage eligible consumers to 

apply for Council Tax Reduction.
Increased take up of Council Tax Reduction would result in a greater number of households 

receiving the Water Charges Reduction Scheme.
Furthermore, the use of campaigns to increase consumer awareness would encourage greater 
take up of Council Tax Reduction and hence, reduced water and sewerage charges, by eligible 
households. This could be supported by frontline agencies, such as Citizens Advice bureaux, 
which engage directly with difficult to reach and vulnerable consumers. For Universal Credit 
recipients, journal correspondence could be used to remind recipients to apply for Council Tax 

Reduction. 
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Longer Term Recommendations (2021–2027)

In addition to the interim measures set out above, we propose that the following longer term 
measures are also considered to more effectively target financial support to households that need it 
most. We recommend that these are considered within the next regulatory period 2021-2027.

Recommendation 4:  
A review of the Water Charges Reduction Scheme

Agreed changes to the Water Charges Reduction Scheme, following the Scottish Government’s 
‘Investing in and paying for your water services 2021’ consultation, together with measures 
to increase the number of eligible households applying for Council Tax Reduction, should be  

monitored and reviewed during the 2021 – 2027 regulatory period. 

A review should focus on how successful the proposals have been in providing additional financial 
support to all households that qualify for Council Tax Reduction and may struggle to afford their 

water and sewerage charges.

Recommendation 5:  
Charges should be made more affordable for households that spend more than 3% of 

their weekly income on their charges but do not qualify for the Water Charges Reduction 
Scheme  

Further research is required to explore how the current administration and data systems used 
to allocate discounts, reductions and exemptions could be improved or replaced to target  
financial support towards households that spend more than 3% of their weekly income on their 
water and sewerage charges but are not eligible for Council Tax Reduction or Universal Credit. 

Specifically, research should be conducted to identify secondary proxies that will increase the 
number of household requiring and receiving financial support. Additionally, research should be 

conducted into how the use of income could improve the targeting of financial support. 

Recommendation 6:  
 Research to better understand affordability in higher Council Tax bands should be 

conducted

Further research is required into the affordability of water and sewerage charges among  
pensioner households living in higher Council Tax banded properties and spending more than 
3% of their weekly income on water and sewerage charges: how they view their ability to pay, 
as well as how many of these households are already in receipt of the Water Charges Reduction 

Scheme.

In addition, and informed by the research findings, the Scottish Government should formulate 
clear policy on whether or not financial support should be made available to higher Council Tax 
banded properties, where they spend more than 3% of their weekly income on their water and 

sewerage charges. 
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Category of discount

Disregard 
A “disregard” is a person 
whose circumstances or 
status means they do not 
pay Council Tax. They are 
therefore exempt when 
determining the occupancy of 
a household for Council Tax. 

Discount amout

N/A

Status Discounts - discount on water charges that is dependent on the number of peopple living 
within the property that are eligible to pay Council Tax

Single Occupancy Discount  
Discount for households 
where only one of the 
household’s occupants is 
eligible for Council Tax

25%

Disregarded Occupancy 
Discount  
Discount for households 
that are occupied solely by 
people that are classified as a 
disregard category

Example of disregards are people 
who are: 

 > members of religious  
community

 > someone in prison
 > long-term hospital patient
 > student nurse 

Who qualifies?

Household occupied by: 
 > one (eligible) adult occupant
 > more than one adult, but all 

but one are ‘disregards’ (see 
above definition)

Household occupied by:  
 > one sole disregard occupant
 > all occupants are classified 

as a disregard category 

50%

Full Exemption  
Households receive a full 
exemption from their charges 
i.e. do not have to pay 
 
 
 

Household occupied by:  
 > occupied solely by full-time 

students
 > occupied solely by adults 

that are severely mentally 
impaired

 > short-term vacant  
households

Exemptions -  households receive exemption from their water and sewerage charges

100%

Category of exemption Who qualifies? Discount amout

 Appendix 1 Full list of discounts, reductions and exemptions available 
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Council Tax Reduction  
Households in receipt of 
Council Tax Reduction (CTR) 
receive a reduction in their 
water and sewerage charges. 
The amount their water 
and sewerage charges are 
reduced (up to a maximum 
reduction of 25%) will depend 
on their CTR reduction 

Households receiving CTR, 
but that not any of the status 
discounts (as set out earlier)

Reductions -  water and sewerage charges are reduced for some households

This proportionate to 
the amout of CTR that 
household receives. The 
reduction is equal to 
one quarter of your CTR 
percentage. For Example:

Full CTR = 25%
Partial CTR of 80% = 20%
Partial CTR of 50% = 12.5% 

Category of reduction Who qualifies? Discount amout

Disabled Banding 
Reduction  
If you live in a property that 
contains certain facilities to 
meet the needs of a Disabled 
Person, you may qualify for 
a reduction in water and 
sewerage charges 

If your property is the sole or 
main residence of someone 
who is a substantially and 
permanently disabled adult 
or child 
 
 

You will be charged for 
water and sewerage 
based on one Council Tax 
band below that at which 
your property is currently 
valued, for example a Band 
D property will be charged 
as a Band C
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Appendix 2- Entitlement to Council Tax Reduction 

The amount awarded is based on the status and income of the applicant and their household. Figure 
1 shows the process an application goes through to calculate whether Council Tax Reduction should 
be awarded and, if so, how much.

Process for calculating CTR awards

Is the applicant in receipt of a 
passporting benefit? 

Yes
Full CTR 
awarded 

Is the applicant’s total household 
income less than their appliable 

amount?

Income assesment 
carried out

No

Yes
Full CTR 
awarded 

Partial CTR awarded - household 
expected to contribute 20% of excess 

income.

No

Passport benefits - Getting one of the following benefits automatically qualifies the recipient for 
their maximum Council Tax Reduction (although they must still make a claim to qualify):

 > Income-based Jobseeker’s Allowance - paid to those who are unemployed and are on a low 
income. 

 > Income-related Employment and Support Allowance - paid to those on a low income whose 
ability to work is limited by illness or disability. 

 > Income Support - paid to those on a low income and under state pension age. 

 > Pension Credit (Guarantee Credit) - paid to those on a low income who are over the qualifying 
age. 

Applicable Amount – some households qualify for Council Tax Reduction if their income is less than 
the money that the government says is required for a household to live on49.

49  http://www.gov.scot/Publications/2017/06/2510/2 

Charting a new course40

http://www.gov.scot/Publications/2017/06/2510/2


Examples of CTR Applicable Amounts components, 2017 – 2018  
 

Personal Allowances 2017 – 2018  

Single claimant aged less than 25 years £57.90

Single claimant aged not less than 25 years £73.10
Single claimant aged 60 years to 64 years £159.35
Single claimant aged 65 years or over £172.55
Couple both aged less than 18 years £87.50

Couple at least one aged 18 years £114.85

Couple at least one aged 60 years to 64 years £243.25
Couple at least one aged 65 years or over £258.15
Child or young person  
(from birth to the day before their 20th birthday) £83.63

Premiums 2017-18

Family Premium (claimants with children) £17.45

Disability Premium for single person £32.55

Disability Premium for couple £46.40

Enhanced Disability Premium for single person £15.90

Enhanced Disability Premium for couple £22.85

Enhanced Disability Premium for child £24.78

Severe Disability Premium for single person £62.45

Severe Disability Premium for couple where one qualifies £62.45

Severe Disability Premium for couple where both qualify £124.90
Carer Premium £34.95
Disabled Child Premium £60.90
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Example case study
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