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This business plan is the culmination of years of hard work
and engagement across the business. Along with the other
Board members, | have been closely involved ipldr@ning
process. As a Board, we have helped to shape the plan,
challenging our Executive team to ensure we deliver the best
outcomes for our customers now and in the future.

The water sector in England and Wales is under scrutisip business that pralgs a vital public

service, it is important that we are open and transparent with our customers, working with them to
meet ¢ and exceed; their expectations in terms of the services we deliver to them every day. In that
respect, | have been pleased to ghe step change South Staffs Water has made in the way we
engage with our customers. This is already delivering great rewards in helping us to understand their
needs and priorities.

We also recognise the importance of being open and transparent with gutatrs and other key
stakeholders. As part of the business planning process, we have welcomed a number of important
ailr1SK2ft RSNAR (2 2dzNJ . 2 NRX Ay OfdzRAYy3I hTsl (Qa
our regional Consumer Council for WaChair and the Chair of thedependent Customer Panel

We have enjoyed the opportunity of engaging directly with them and they have provided us with
great insights and challenges, but generally positive feedback about our business.

We have consideredacefully thefeedback we received fro@fwat at the end of January regarding

our business plan. We have engaged with the Independent Customer Panel (CCG) and also
participated in dialogue with the Consumer Council for Watée.considerour response reflets this
feedback together with arefinement of our own thinking. Substantially, though, beadieve ths plan
represents a fair balance between necessary costs, strategic investment, efficiency and innovation
GAGK | F20dza 2y Y S Sthaksjfsht the et dDalasbishesS NEQ Yy SSRa

Our plan is also about our peogieand how they are making water count every day. The past

12 months in particular has presented us with a number of specific challeng#deast the
freeze/thaw event in Marc018and the long, hot summer that followed | am pleased with the
way our people rose to these challenges, working tirelessly to protect supplies for our customers.
| am proud to see how everyone across the business has performedland with my Board
colleaguesam pleased to support this plan.

I hope when you read thiglan you will agree with the way we intend to take this vital business
forward.

%

Sir James Perowne
Chairman

/
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Introduction from our Managing Director

2 St 02YS (2 Wal {Ay3a o6 G§SNJI 2 dzNJ ©
the five years from 2020 to 2025. It is an ambitious and
innovative plan that sets out how we intend to deliver the
high-quality and reliable water supplies that customers in ¢
South Staffs and Camntige regions have told us they want
and expect now and over the long term.

As a provider of an essential public service, we recognise the importance of being embedded within
the communities we serveand to be trusted to deliver this essential servic®tm customers in a

way that is affordable, sustainable and resilient to changing circumstances. This means continually
challenging ourselves to deliver a better experience for them. It also means taking a mereriang
approach, looking at their changiegpectations and priorities over time, and making sure we can
continue toanticipatethese efficiently and effectively.

And it means doing things differently than we have done in theqaaging new and innovative
approaches andhallenginghe natural lmundaries of what it means to be a regulated monopoly
water companylt alsomeans making sure the bills our customers pay give them the certainty they
have told ughey want, and that our business remains financeable now and in the futdeewvant

to lead the way too by being completely transparent in terms of our corporate conduct and at the
same time showing compassion towards our custenwhen they most need us tbogetherthese
build trust.

This plan represents a significant cultural shift for lbusiness; changing our focus to one that
recognises each customer as an individual. This has meant carrying out our biggest engagement
exercise; talking with and listening to more of our customers in both regions than ever before to
understand who they @ and the experience they expect us to deliver for th&ims dialogue has

been a real source of inspiration for us. It has challenged our thinking and led us in new directions.
It has also caused us to look at new opportunities and innovative waysivemdexceptional service

to our customers.

This plan alsceflects on feedback we have received from stakeholders, incldobng Ofwat as part

of its initial assessment gfaterO2 Y LI Y A Sa Q , wkichwaghGblished inljahugrsi

Naturally, wewe RA &I LIRAYGSR y20 (2 KIFI@GS 0SSy W¥lL ad 4N
Ol NB T dzf t &edbadkantiiave varkedithrough the actions we have been givie. have

improved our proposals, increased the level of explanation ande againchallengedourselves on

cost efficiency. We are also grateful to the Independent Customer Panel for its detailed chaenge.

are still firmly committed to delivering a compelling plaane that is ambitious, innovative and high

quality. And we remain comitted to alwaysdelivering the right outcomes for all our customers.
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Of course, delivering such an ambitious plan will take drive and commitment from our people. From
the teams who detect and repair leaks to those who visit customers in their homedptehem fill

out applications for assistance, our people are all making water count evexyfdagur customers

and the communities we serve, now and in the future.

o S Y —

Phil Newland
Managing Director
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Our customers trust us to always deliver high-quality,
value-for-money services. So we have gone further than
ever before to develop an ambitious and affordable plan
for 2020 to 2025 that delivers what they want.

Our customers said they want...

£28 million

(11 ang o
il £7.5 million
in a’smart’ network,
innovative techniques, and

£63 m||||Oﬂ pipe repairs and replacements

—.I

community
hubs

Save

31 million
litres of water by encouraging
developers to build more
water-efficient homes

£19 million

to help customers manage
their water usage

...and we will give customers certainty about their water bills

W

2020/21 2021/22 2022/23 2023/24 2024/25
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Executive summary

Everything we do starts and end#th our customers. They trust us to always deliver fjghlity water
services that represent good value for money. They also want bills that are fair and affordable. At the
same time, we are keenly aware of the role we play in the economy and sociehaw&a

responsibility to maintain and improve public health, encourage economic development, and protect
and enhance the environment for current and future generations. So, we have gone further than ever
0ST2NBEONBZ B@2 ¢ A (K 2 dzhs audgieittiny Kididess plafi fol- 2820 to A0R
and beyond that delivers what they want while also enabling us to meet these wider objectives.

We are continually striving to do more for our customers, challenging ourselves to provide them with
the servica they pay for and meet their rising expectations. Between 2020 and 2025, \wevestl and
spend£588millionto delivera significant improvement in service our customers have told us they
want. At the same time, we will give them certainty and stabilif keeping bills flah nominal terms

for five years.

We are starting from a strong positic@ur performance duringhe freeze/thaw evenin March 2018
and the prolonged hot, dry spell that followed it demonstrates that we are resilient to a range of
extreme situations in terms of our responsiveness and recoveddition, ar current performance;,
with a net reward positiorg shows that we can be relied on to deliver the plan our customers want.

We are also proud that our business is a leader oh &as we will continue to be at the leading edge of
water companies in England and Wales in terms of the efficiency of our business and the low bills our
customers pay. This will be accompanied by a set of performance promises for our customers that we
are confident will place us among the very best in the water sector.

0 We will pay We will keep
We have the 3 rd lowest bills We will reduce leakage by 2 5 /o an appointed our gearing

in the water sector — in our South Staffs region and dividend of below

2 3 % below the average 1 5% in our Cambridge region 2 % 70%

Our water i ions
We have o GHETCEE b e Our investment programme is
reduced our 0]

i o)

e customer | performance is 3 1 A) less than 40 /0

contacts wi our current level Har e
2 O% improve by gre;ter t 1_an the current

A _ o We will give customers certainty period, with net wholesale

since 2015 35 A) and maintain a flat nominal bill of expenditure of

£536 million

and retail expenditure of

£52 million

£ 1 4 7 overthe period

2020 to 2025, delivering a

8 1% of household and

non-household customers
support our plans

0)
9 A) reduction in real terms

Our plan at a glance.
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Understanding the things that matter to our customers

Engaging with our customers is really important to us. So, we have made a step change in our approach

to cusbmer engagement focusing our attention on talking with and listening to our customers to

really understand what they want. In developing this plan, we have engaged withtinaoré0,000
Odzai2YSNE RANBOGfed 2S KI @S nadblingiud to éndaie dilettly with | 2 dzy 3
future customers. And we have used a far wider range of techniques to engage with our customers,
including irdepth interviews, focus groups, online surveys, and innovativeptaigng exercises. This

has given us a clegiew of the things that matter most to customers. These are:

having clean, highuality and reliable water supplies;
having bills that are fair, accurate and affordable;
receiving great customer service;

reducing leakage on our network of pipes;

protecting the natural environmengnd

helping those customers who may need extra support.

=A =4 =4 =4 -4 =9

We know what our customers want. These priorities are at the heart of our business plan. They are how
we are making water count.

Our promises to our customers

This plan foases on outcomes, which are the promises we have made to our customers on the services
they want us to deliver. These are set out below.

oV custome@

(¢ )]
(@

We will offer a great
customer experience
and get your feedback
to help us keep
improving

We will offer our

We will run an efficient
the right

business with happy
employees, where
our suppliers are
treated fairly

We will provide
clean, high-quality
and reliable water
supplies now and in
the future
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To ensure we maintain their trust in us, it is vital we deliver these promises. So, wedvaleped?9
WLISNF2NXIF yOS O2YYAGYSyiaQr 6KAOK NP GKS I NBlFa 4f¢f
account. Theyave helped us to design theiWe have set ambitious and stretching targets for each of

these commitments, which go much further than we have before.

Our Board, has set the ambition, strategic direction and ensitiisdleliverableThe Independent

Customer Paneb(r Customer Challenge Group) has scrutinised the strength and quality of our

engagement with customers, and the shape of the plan thiisesult of that engagement. Finally,

we have croshl B F SNBY OSR 2dzNJ LIX Iy | 3FAyad GKS NBIjdZANBYSy
review'. We are confident that it meets these. We have used all of these inputs and challenges to help

us develophe best plan for our customers and our business.

Delivering the services our customers want

We will ensure that we always provide the clean, Faghlity and reliable water supplies our customers
have said they expect now and in the future, whatever chghs we face. So, we will invest more than
£291 million in our assets over the lifetime of this plan.

This includespendinge63 milliorf to upgrade our Hampton Loade and Seedy Mill water treatment
works by adding an extra treatment stage and clean uf9kmof trunk mains leaving both works.
Together, these two treatment works supply water to ne@®@oof customersn our South Staffs

region. As such, they are critical assets for us. This is an ambitious programme of investment that will
substantiallyimprove both the quality of the water and the resilience of the works. We have considered
a number of options for this work and have the support of our customers and the Drinking Water
Inspectorate for our planned investment.

Helping to move the water sector forward by delivering what our customers waitinovation

We havelaunched a pioneering staftip project and opened a community hubplacing ourselves
in one of the most socially deprived parts of our South Staffs region. Through this project, we
engaging with customers fage-face and building lornterm, sustainable relationships with
trusted local providers and community orgsations. We plan to expand this work and will shart
the results with the rest of the sector and other key stakeholders.

Working with our supply chajmve arebringing a new and innovative leakage technologgythe UK
market trenchless automated leakagepair (TALR) by Curapipe System Ltd. This technology
enables leaks in water distribution pipes to be sealed from the inside without the need to dig ug
roads or use conventional lining techniques. We will be the first company in the sector to use t
technology commercially and will share the results of this work with others.

And in another first, we wifunctionally separate our household retail activities from our wholesa
activities. We think the norhousehold retail water market, which opened on TiAp017, has
created a new dynamic in the sector that will also benefit household customers. Separating ou
and wholesale activities will create a sharper focus on the role each one has in delivering exce
services to customers and make themtoally accountable to one another.

1 Delivering Water 2020: Our final methodology@oK S wnmdg LINAROS NBOASS6Q>S hTglixz 5S0SY
www.ofwat.gov.uk/publication/deligeringwater-2020finalkmethodology2019-price-review/
2LY HaAMTKMY /tLI LINAOSad W/ tLI @ AGdzZORYNELY SN dzZNS OBt R yGZ & (ide y
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Our customers have told us how important it is to them that we reduce leakage. So, we will invest

£65 millionto maintain our network of pipeand associated assefBhis includes significantly reducing
leakage by@5%in our South Staffs region and b§%in our Cambridge regio This is a challenging and
ambitious reductiorg we are confident that the measures set out in our plan will help us to achieve

this. Our plans to reduce leakage are part of a wider programme to reduce water demand. Our
customers want us to continue to protect the natural environment. This includes abstracting less water.
So, we will invesE19 millionto help them manage how much watirey use. It also includes reducing

the volume of water each person usesl28litres a day on averaga our South Staffs region and

138 litresa day on average in our Cambridge region

Our customers are at the centre of all our plans. We want to ingthe experience they have with us
and make the way they deal with us easy and straightforward. So, veus#t andspendmore than
£10milliona yearto deliver exceptional customer service, enabling them to engage with us in a way
that best suits thi individual circumstances. This includes implementing a new debt management
system and using technology to enable more-self/ice and improve proactive customer
communications.

We want to be at the heart of the communities we serve and always doghgthing for our

customers. By working in partnership with other organisations and sharing data more effectively, we
can identify those customers who may need more support. Among other things, this will enable us to
provide financial support by 2024/25 swound40,000customers who are struggling to pay their bills.

Finally, we know that our business runs most effectively for customers when our people are happy and
engaged, and our suppliers feel valued and are treated fairly. So, we will make oussetmastable by
monitoring and publishing the results of our employee engagement. In addition, we will achieve
Investors in People accreditation by 2020/21. We will also make clear commitments to pay our suppliers
fairly, with a particular focus on small$inesses.

2S I NB YAYRTdA 2F (GKS OKFftfSy3aSa aSa 2dzi Ay h¥él
oFflFyOSQ I NRPdzyR RADGARSYR @AStR& FYR 3ISIENAY3IS GKA(
equity capital. Our Board has agreed amcbrporated into our plan a base dividend yield of &¥ga

year for our appointed activities. Our Board is committed to maintaining a strong balance sheet and this

will maintain our gearing below 7G%lespite the very significant level of investmentrigecarried out

over the lifetime of this plan.

Thsplan is challenging. Our stress testing shows that the combination of the reduction in allowed
returns and recent changes in debt rating guidance leaves no room for further regulatory tightening if
the business is to maintain the strong investment grade credit quality and the access to the capital
markets that is needed to fund the service improvements and bill levels that our customer8want.

we are confident that we have achieved the right balanagthat our plan will deliver on the promises
we have made to our customers and other stakeholders.

3Based on covenant levels of net debt.

10
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Keeping bills affordable

We know that our customers expect value for money for the services we deliver. They have also told us

they want bills that araffordable and stabldn response to this, we have taken the step of keeping the
FY2dzy G GKSe LI & Ay UGUKSANIoAffta FElLd 66KIFIG 6S OF ¢
the risk of inflation for our customers.

Ourtypicalnominalhouseholdwater bill for each of the five years between 2020 and 20254S.

While this presents more of a challenge for our business, it means our customers will know that either
the price of their unmetered water bill or that the price of each univater they use will stay the

same. Our plan is ambitious, but it is set within the context of this certainty for customers, which is
possible to implement by a simple licence change.

~

| 26 2dz2NJ LX Iy YSSia h¥sélidQa 2025040,
priorities

l'a | NB3IdzA F SR g+ GSNI O2YLIl yes 6S KIF@S GF{1Sy 002c
affordable bills, resilience in the round and innovation in our plan. We have also been mindful of the UK
D2OSNYYSYy Q& LINR 2 NR (rdteStiag cistmarsiard Secusing (bthyNesiliSnoe] 2 NJ 2y L
and have considered the wider objectives of other regulatdghe Environment Agency and the

Drinking Water Inspectorateand the Consumer Council for Water.

We firmly believe our plan meets theseykabjectivesFor usgreat customer serviceneans enabling
efficiency and ease through a rich set of online services alongside highly effective traditional
communication channels while making sure we still take the time to provide a personsb faoe
service for those that need it the same time, we will keep bilisfordable. So, as well as already
having some of the lowest bills of any water compgre sector we will increase significantly the
number of customers we support.

In addition, we ee increasing our overattsiliencenow and in the future through targeted investments
and the use of an innovative technigue for assessing resilience inahd emd measuring
improvementsAnd we will bennovative ¢ looking at different ways of doirthings so that our
customers always get the best service we can provide them. This includes exploring new operating
models, exploiting emerging technology through to tackling leakage in a new way.

Changes to our business plan since September 2018

After wesubmitted our business plan in September 20Q8yat carriedaninitial assessment where
it compared our plamlongsidehoseof all the other water companies in England and Walkés.
have taken account of the feedback we received from Ofwat and othestl&gholders following
the initial assessmenh this revised plan.

Overall, the substance of our plan remains the salfw.we havdistened carefully to the feedback

we have received from Ofwat and other stakeholders, strengthening someqfants plan to ensure
we deliver the things that matter to our customers

11
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This includes providing moeeibstantialevidence to demonstrate our corporate, financial and
operational resiliencever the long termand committing talelivering even more stretching
performance commitments in some areas. It also includes adding more explanation around how we
think developing a culture of changedimnovation within our business will help us deliver more of
the things that our customers tell us are important to them.

We believein the quality and ambition of our plamvhich hasverwhelming support fron81%of our
customers. We remain committed to delivering the very best for them.

Ours is a longerm business. We have been in private ownership providing an esseniat pu
service for more than 160 years. We are already looking ahead to 2025 to 2030. This means
planning for future growth in our Cambridge region and the impact this will have on water
resources, and looking at investment that our early modelling suggestsill need to make in oul
strategic mains network in our South Staffs region. So, our plan for 2020 to 2025 and beyonc
about making water coung for our customers, the communities we serve and the environmen
we all rely on and enjoy now andin thefuture.

12
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Changesnd representations

Part 1:Changesnade to our business plan since September 2018

After we submittedour business plan in September 2018, Ofwat carried out an initial assessment

(the IAP), where it compared our plan alongside those of all the other water companies in England
and Waleslt announced the outcome of the IAP on 31 January 2019. After taking account of the
feedback from Ofwat and other key stakeholders, we are pletseesubmit a plarfor 2020 to 2025

that will deliver the outcomes our customers hawedd usthey want. This includes our largestver
investment programme and a transformational reduction in leakage across both our South Staffs and
Cambridge regions all set within the contexbf a9%bill reduction in real terms over the period.

Below wesummarise the key changes we have made to our gilace September 2018.

T

We have listened carefully to th@ncerngaised by Ofwat around our lortgrm
financeabilityand also to whathe majority ofour customers have said about wanting

the certainty of stable bills. To that end, we harevided more detail and explanation

in section 8.1 orhow we will remairfinanceable over the long term. This includes

adding a propsal to make 8%adjustment on PAYG, which improves our overall
financialresilience Thiswill enableus to maintain a flat nominal bill profile that is

supported by customers and that Ofwathas cited agnnovative ancan example of

good practice; over the period 2020 to 2025.

In addition, we have listened to the feedback we received on both our overall package of
outcomes and individual ODIs. We have looked again at our use of scaling factors and
have reverted back to natural willingnessto pay dafala dza Ay 3 h ¥ gl G4 Qa T2 NY
work out the levels of incentives. And we have carried out more specific engagement
with customers on incentives, including the use of caps, collars and rewards.

We have also:

linked our performance commitments more closelylwdur resilience objectives,

creating a clearer line of sight;

added a new chapter on our commitment to delivering resilience in the round,

setting out what we will do to future proof our business;

included some additional text in section 5.5.1.2 aroung xphasing of some of

our mains diversions as a result of changes to the HS2sbiggd rail programme;

provided more information olur remuneration policy, confirmingxplicitlythat

AG Attt EATY GAGK GKS 3 z2staBmehtNdpGiing OS aSi
the sector back in balance. We have also included more granularity around the
components of our performaneeelated pay, how it has been calculated and how

we will address any changes to the remuneration framework;

provided more information onour dividend policy to demonstrate how we have

taken account of and comply witc i KS SELISOGF GA2ya asSa 2 dz
statement on putting the sector back in balance;

O2YyFANNXSR UGKIFIG 6S gAftf | R2LIWofhFTol 1Qa RSTF|
outperformance from high gearing as set out in its position statement on putting

the sector back in balance; and

13
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- provided more information isection 7.4.1.1 on embedding a culture of change
and innovation within the busines$his includeadding moredetail around how
we have created a clear line of sight between innovation and business risks and
the process we will follow for assessing innovative ideas within the business.

Addressingour companyspecific actions

In the following sections, &set outin more detail the changes to our plan and how they addtiess

feedback we received in responsedor September 201Business plasubmission. For ease of
NEFSNBYyOSz ¢6S KI@PS ftAYy]1SR (KS OKlIy3dSa G20h¥Fgl GQa
the sections obur business planarrativethat have changed as a resulttbe feedbackWe have

considered all the changes in the round and havengaged with key stakeholders, such as

customers andhe Independent Customer Panel, on certain elensent

Engaging customers

IAP action Brief description Our response
reference of the action

n/a n/a lfK2dz3K ¢S ¢SNB y2d4 3IABSYy | ainls
the 1APabout insufficient evidence of ongoing engagement with customert
beforeMay 2017.

To that end, we havadded some conterdt the beginning ofection 1.3hat
describes theustomerengagement wénavecarried outsince submittingur
PR14 business plaimcluding:

1 running acustomeronline research panel during 2014 and 2015;

9 setting upand running the first year afur annual customer satisfaction
tracker;

1 sending focused satisfaction survegsnore than 10,000 customers
following contact with usand

1 carrying out an irdepth survey with household customershich helped
support the development adur Assure social tariff.

Addressing affordability and vulnerability

IAP action Brief description Our response

reference of the action

SSC.AV.Al1 Neutral responses Although Ofwat has acknowledged through its query process that this act
from customers in around neutral responses in our overall acceptability figure was incorrect,
acceptability and haveprovided additional clarification isection 1.3.3.5

affordabilitytesting

SSC.AV.A2 Evidence to support | In terms of our chosen bill profile for 2025 to 2030, eveyaged withtv38
chosen bill profile for | household customers during March 2019 and triangulated this evidence v
2025 to 2030 the insights from our main acceptability study in July 20¥8.can cofirm
that we are now using the chosen bill profile.

We arecommitted toofferingour customersa flat nominal bill between 202C
and202% YR YAYAYA&AAYy3d (KS . TkrsietdsT
approach workswe have put mechanism in plade case we have to
intervene inperiod to protect customers if the bill increase is going to be
higher than theE3 that the majority of them support and that they consider
the most affordable bill profile.
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IAP action
reference

Our response

Brief description
of the action

We discuss our response to thistionin more deail in SSC.RR.A¢lowand
section4.2.1.

SSC.AV.A3 Confirmation on level| Inresponse tahe IAP actiormround engaging with customers on different
of crosssubsidy for | levels of social tariff crossubsdies and providing sufficient evident to
the social tariff and | confirm that customers will contribute a soetatiff crosssubsidy oE3a year
evidence of customer| over the period 2020 to 2025, we hasgengthened sectiod.3.3.3
support This includegroviding additional evidence of customer suppfart an
increase in the social tariff cressibsidy from£1.50to £3 by 2019/20.
We have also committed to carry out further customer engagement during
2020 to revisit the levels of contributions customers midike to our Assure
social tariff and to assess how we can further improve the scheme for 202
onwards. We will carry out this engagement in conjunction with the
Consumer Council for Water (CCWater).
SSC.AV.A4 Increase reach of In section3.2.2.1 we have strengthened our commitment around our Prior

Priority Services
Registetto 7% of
customer base

Serves Register, in line with the neammonperformance commitment
Ofwat announced in the IAP.

We have also included additior@ntent onour commitment tomake sure
that customers on our Priority Services Register with a priority 1 code (for
example, because they are on dialysis) will be contacted once a year fron
2020/21 and that all other customers will be contacted every two years.

And we have included@mmitment toincrease the numbers of customers
on our Priority Services Register fr@&8,000in 2019/20 to60,000by 2025.
This is more thaB%of households aoss our South Staffs and Cambridge
regions.

In sectior4.3.3.2 we have strengthened theontent around our extra care
support package for customers who are already on our Priority Services
Register to make it clear thétisis a service we are offering over and abov
that whichis already available to customers.

Delivering outcomes fazustomers

IAP action
reference

Brief description

of the action

Our response

{{/ ®h/ @
A57

Outcome delivey
incentives

Inthe 1AP, Ofwat gave us a number of actions to address on both our pac
of outcomes and on individual ODIs. We recogtiisemportance of
addressing these challengesdemonstrate that our plan is balance@nd
that it delivers the best outcomes for our customers.

Below we summarise the areas where we have significantly reconsidered
approach.

q Inour September 2018 sutission, we artificially increased the level ¢
AyOSyiAa@gSa a2 GKIG GKS LI O 3¢
NI y3IS 2F bkbm: (2 o o feedbackind @S
agree that using scaling factors moves us away from how our
customers valuehte service package. See have reverted to the
YyIEGdaNI £ gAftAyIySaa G2 LI @
out the level of incentives.

1  We also looked balance the level of incentive across the outcomes
package back to our customer engagementniake sure the
valuations were in line with what is important to our customers, we
have also removed the balancing across the package.

1 Ofwat challenged us on our proposal for not takingémiod incentives
and questioned the level of customer engagemeasthave to support

RI
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IAP action
reference

Our response

Brief description
of the action

this. We are confident in the level of support we have for maintainin
flat nominalbill over the period 202010 2025.dz0i = ¢ A G K h
feedbackm mind, we further tested the flat bill profile compared with
bill level that is subjet to having incentives applied. Again, this
engagement supported our flat bill proposal. We are committed to
delivering improvements in the service we offer to customers and w
be extremely transparent with ouriperiod performance.

1  Ofwat also challered our proposal fola reward for our asset health
measures. It said that we had not demonstrated sufficient evidence
customer supporfor these. We have carried out additional customer
engagement on incentives, including the use of caps, collars and
rewards. Customers supported both the level of required to earn a
reward and the rate of incentive. But we have reviewed our propose
for a threeyear roiling average for our mains burst performance
commitment and removed this from our revised package.

Wecorfirmthatwewill R2 LJi h¥ gl G4 Q& LINRLRA
outperformance payments whereby 50% of the outperformance
payment is shared with customers if the 3% RoRE threshold is
increased.

i We also agree with Ofwat about its common Priority Service Regist
performance commitment and have included this measure in our
overall package.

We discuss our response to these actions in more detegisnbmission
appendixRA07.

Securing longerm resilience

IAP action
reference

Brief description

of the action

Ourresponse

SSC.LR.AL Bespoke operational | In response to the challenge from Ofwat in the IAP about clearly defining
resilience common and bespokgerformance commitments, we confirm that we have
performance created a clear line of sight linking these comma@nts with our broader
commitments to be | resilience objectives.
clearly defined, We are pleased that Ofwat recognised the stretch within our performance
suﬁlmenf[ly commitments and we have looked agairoat overall package to ensure we
demandlggbang have the right incentives in place.
supporte the . . .

UPR oY We set out our overall approach to resilience in the round in chapter 2 an

right incentives . ; . . .
have included more detail on our performance commitments in resubmiss
appendixRA07

SSC.LR.A2 Commitmentto In line with thefeedbackin the IAP, we confirm that we will prepare and

provide an action
plan to develop and
implement an
systemsbased
approach to
resilience in the
round

provide to Ofwat an action plan by 22 August 201& tsets out how we will
develop and implement amework that demonstrates an integrated
approach to resilience inthe rourdd G K | G A &5 & S RV ale13LING
resilience) that underpins all our operations.

In addition, we will commit to demonstrating a clear line of sighteen the
risks to our resilience, planned rigiations and our corporate governance
framework.

We havealsoincluded a new chaptewithin our business plarwhich sets out
our commitment to resilience in the roundi{apter 3. This chapter is dividec
into the following sections.

1 Developing dramework for ensuring resilience in the royridcluding
our resilience lens and maturity matnxhichunderpin that framework.
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IAP action Brief description Ourresponse
reference of the action

1 Ensuring corporate and financial resilience, which links the concept o
resilience in theound with the identification and management of our
odzZaAySaa NR&alaz FyYyR sKAOK F RRNJ
scenarios.

9 Ensuring operational resilience, which highlights our innovative deeisi
making framework anthvestmentOptimisation tool This also underping
our broader resilience framework.

SSC.LR.A3 Work with the sector | In response to the IAP action around developing foralaaking asset health
to develop forward metrics and how this will influence our ogional decision making, ware
looking asset health | currentlysupporting UKWIR on a data capture and collection project for a
metrics health to ensure consistency in reporting across the water sectdrsupport
a wider understanding of underlying asset health.

One of the mairobjectives of this project is to develop a suite of measures
that the sector can use against a standard method of measurement. In
particular, the project aims to develop a suite of lead and lag measures th
will enable water companie® improve their opeational decisiormaking
and develop their approaches to collecting and assessing data.

The project will also consider the performance indicators published by the
International Water Association, which could lead to more effective
international benchmarkig.

We confirm that we are committed to seeing this work through to its
conclusion.

{ {/ ®[ wa| Financial resilience | We confirmthath y NXB & LJ2 v de€dbatkh the IARe Hagesarefully
consideredhe specific challenges around diuranceabilityand customer
preferences on bill profiles. We set out our approach to demonstrating ou
financeability and how we have approached stress testing in more detail i
section 8.1

We have proposed a PAYG adjustment that we consideatordance with
h¥s6l GQ4& Yéhihg asd finangiad levers and that seeks to impro
our financial resilience on a notional basis while balancing customer bill
preferences

We will also commit to demonstrating that our assessment of financial
resiience extends beyond 2025 in our next Léagn Viability Statement.

Targeted controls, markets and innovation

IAP action Brief description Our response
reference of the action
SSC.CMI.A1 Revise bid Wehave reviseaur bid assessment framewodsrequiredby Ofwat inthe
assessment IAPto includemore information about information requirements for bidders
framework and the process for providing feedbg@kee resubmission appendRA08).

Securing cost efficiency

reference of the action

IAP action Brief description Our response

SSC.CE.A1 Addressing areas of | In the IAP, Ofwat set out its view of efficient cost and expected us to addr
inefficiency areas of inefficiency or lack of evidence.

We have reviewed the developer costs incldde both Table WS2 and Tabl
AppB as we now have more robust data than we had for our September
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IAP action Brief description Our response
reference of the action

2018 submission. We discuss this in more detail in our representation on
enhancement cost allowanc@spart 2 below

SSC.CE.A2 Exclusion of amber | We confirm that we have not made an allowance in our business plan for
WINERschemes amberwater resourceschemes under the Water Industry National
Environment Programme (WINERis is because there is still significant
uncertainty on what solutions, #ny, will be needed over the period 2020
to 2025.

We may fully resolve some of these issues during the current period (201
2020) and we will continue to engage with the Environment Agency abou
these schemedf we gain more certainty over the comingpnths, we will
consider our position regarding a cost adjustment mechanism.

If investigations are necessary in 2020 to 2025, we will look to carry them
in a proportionate, lowcost way.

SSC.CE.A3 Impact of We have not included any additional spend specifically related to
metaldehyde ban metaldehyde within our business plan. We include metaldehyde mitigatiol
activity withinour general catchment management approaith the
targeted ban also now coming into force, we haeeadditional mitigation
activity planned over the period 2020 to 2025 over and above that we do
business as usual.

Aligning risk and return

IAP action Brief description Our response
reference of the action

SSC.RR.A1 Aligning cost of In the IAP, Ofwat noted that our weighted average cost of cap#sl0.01%
capital withh ¥ & | (i higher thanits early viewWe confirm that we have altered our business ple
view tables to derive the requirel.47%nominal figure.

SSC.RR.A2 Assessment of In the IAP, Ofwat challenged us to revise our assessment of revenue risk
revenue riskn RORE | our RORE analysis or present convincing evidence that our exposure to
analysis revenue variation is as wide as our analysis suggests. We set out our res

to thisaction below.
Water resources and network plus price contralsvenues

P90 0.0% above base costs
P10 0.0% below base costs

Wehave reviewed the p10/p90 values includedriableApp26 in relation to
wholesale revenue risk. We accept that the wholesalenue forecasting
incentive mechanism (WFRIM) affords protection to companies on any
wholesale shortfall and in our business plan submission we had assesse
risk before applying this.

PostWRFIM adjustments, the revenue risk is eliminated for thelegale
control. Sewe have removed this from our RORE scenario.

Retalil revenue
P90 1.3% above base costs
P10 b1.3% below base costs

Again, we have reviewed the p10/p90 values for retail accepting that we ¢
this before the retail revenue truap, whicheliminates a proportion of risk.
But we believe that retail revenue does still carry risk as it is not a total
revenue control and is dependent on the number of customers in charge.
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IAP action
reference

Our response

Brief description
of the action

The actual number of customers for the first three years of the peried ha
been marginallyas noted irthe feedback on connection§,006 (0.8%figher
in 2015/16,2,040 (0.3%Migher in 2016/17 an&,709 (1.3%higher in
2017/18.Part of the driver for the higher number of customers is a reducti
in void properties in our St Staffs region. We have also seen new
connections above that assumed in our PR14 final determinadi@&3Q
additional connections for the first three years of the current peyiod
.FaSR 2y (KS GKNBS &SI NE Qrecovéniat3% :
of retail revenue. We also believe that the p10 is equally likely to occur as n
connections and voids fluctuate. Sge assume p10 undeecovery at 1.3%.

SSC.RR.A3

Board assurance of
the financeability of
our planand
engagement with
investors

South Staffs Water currently has three ownerarjun Infrastructure Partners
(AIP), Mitsubishi Corporation (MC) and &itishi UFJ Lease & Finance
Company (MUL). The owners are represented by three investor Non
executive Directors (NEDs) on our Board. dhibese represent AIP and ong
represents MC and MUL.

Our investor NEDs have been directly involved in the development of our;
business plan and the decisions we have taken in relation to our
financeability. This includes the decisions made on our resumnis

Following the feedback we have received as a result of the IAP, our Boar
investors have carefully considered the financeability of our business plar
providing assurance that the plan is financeabla,Board has:

1 debatedthebestwayto &®INSaa h¥gl 1 Qa OKI f ¢
ratios over the period and determined that a target credit rating of
Baal under the notional structure provides enough headroom in wk
to absorb any possible shocks;

9  considered a number of options to achieve ttiedit rating and
determined that the use of financial levers is the most appropriate;

i considered the different bill levels from the natural level of £144 up |
£147 by adjusting the PAYG rate. For each bill level, we provided o
Board with key financiahetrics used to assess our credit rating;

1 consideredhat a bill level of £14Was appropriate to enable us to
maintain our target credit metrics for each year of the period;

i reviewed the outcomes of stress testing our plan to understand the
financial redience of the chosen bill level. For the scenarios where
maintaining an investment grade would be at risk, our Board also
considered the actions it could use to mitigate this; and

i reviewed the independent assurance report from Jacobs in relation
to the financial modelling carried oonthe target credit metrics.

SSC.RR.A4

Evidence that
targeted credit rating
for notional company
is reasonable in termg
of longterm
financeability

In the IAP, Ofwat challenged us to provide evidence to supponieur that
targeting a credit rating one notch above the minimum investment grade :
lower than the target for our structure is reasonable for the kbegnm
financeability of the notional company.

Ly N3&B & LR y deBdbackave dofsiddr thaRitisppropriate to target
credit ratings of Baal/BBB+ for both the actual and notional capital structt
We believe and agree thédrgeting two notches above the minimum
investment grade for both the notional and actual structure will maintain
current level of credit quality and provides some headroom to enable the
company to remain financially resilieM/e recognise that is also the target
rating that Ofwat uses in assessing the cost of debt component of the
weighted average cost of capital. We disstthis in more detail isection 8.1

SSC.RR.A5

Evidence that plan is
financeable on actual
structure

In the IAP, Ofwat challenged us to provide further evidence that the plan i
financeable on its actual structurgparticular to support its view thatie
weak financial ratios are temporary and will be reversethat2024 price
review PR23.

19



Making water count, business plan 2020/25
South Staffs Water (incorporating Cambridge Water)

IAP action Brief description Our response
reference of the action

We confirm thatafter we have used the PAYG adjustment financial lever,
l'L/w 600F&aSR 2y )ave®ésd Qever thé ferddlzis is G A
equal to ourtarget credit rating of Baal. The ratio declines over the period
a result of reprofiling the bill so that it is flat in nominal terms. This decline
temporary and recovers to 1.5 each year over the period 2025 to 2030. W
have carried out further maelling for the five years from 2025 to 2030 to
demonstrate this. We set out our analysisection 8.1.

SSC.RR.A6 Evidence to support | Inthe IAP, Ofwat challenged us to provide further evidencsugport the

regulatory capital calculation of RCV ruoif rates and demonstrate that the rates are consiste
value (RZV run-off with the approach set out in our business plan. We setroote evidence
rates calculation below.

28 KI @S OF t OdCWib-EfiRatehs béihg eqlidaidt b Qe
current cast depreciation on existingssets plus depreciation on capital
expenditure additions in the period using the appropriate average asset li

Although current cost accounting was removed from the regulatory accou
in 2015/16, we have still kept and updat our current cost register. The
register starts from the last full revaluation carried outlz 2009 price
review PRO9Yon assets at 2007/08. Each year, the assets are uplifted by 1
Retail Price Index (RPI) and depreciation is calculated from tingimang
asset life. In each subsequent year, remfditionsare added to the register
and given and estimated useful economic life.

Across all wholesale price controls, the following-offrates are used.

2020/ 2021/ 2022/ | 2023/ | 2024/ 5—yr
21 23 24 25

RCVrumﬂ 6.6% 6.2% 6.2%| 6.3%| 6.2%| 6.3%
rates

To ensure the natural RCV forecast-nffirate is reasonable, we have looke
at the average asset life reported in the published regulatory accounts fro
2012/13 to 2014/15 for nofinfrastructureassets. We summarise this below

13 14 15 ave

2012/ 2013/ 2014/ 3-yr

Current cost depreciation 19.131| 20.756| 20.837
charge for the year (Em)

Net MEA (£m) 323.199| 328.520| 329.334
Average asset life (years) 16.9 15.8 15.8 16.2
Runoff rate (%) 5.9% 6.3% 6.3%| 6.2%

This demonstrates that the ruoff rate used in our business plan is consiste
with that reported historically.

Since 2015/16, the regulatory accounts have included Table 4G, which
requiresan estimate of current cost capital maintenance charges. Asose
all infrastructure renewals expenditure (IR figure reported only relates
to current cost depreciation. We have calculated depreciation as a percer
of RCV. This is set out below.

2015/ 2016/ 2017/ 3-yr

16 17 18 ave

Capital maintenance charge 21.843| 23.270| 23.527
(Table 4G) (Em)

RCV (Table 4C) (Em) 332.08| 347.575| 364.351
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IAP action Brief description Our response
reference of the action

Again, this demonstrates consistency with our proposed naturabftirates.

Aswe have maintained our current cost register we have confidence that |
run-off rate is at the natural level. We also validated this by eobexking to
previous current cost accounts and information in our Annual Performanc
Report.

SSC.RR.A7 Evidencahat the bill | In the IAP, Ofwat challenged us to provide further evidence that the bill
profile over 2020/25 | profile over the period 2020 to 2025 and beyond is consistent with custory

is consistent with preferences given the uncertainover the proposed reconciliation
customer adjustments at PR24.
preferences The engagement we carried out for our September 28dsiness plan

ddzoYAaarzy aK2gSR 0dzaAG2YSNAQ LINB
the 2020 to 2025 planning period to the next one frof23 to 203Q; even if
it meant a slightly higher bill between 2020 and 2025 to achieve a flat nor
bill profile.

Since we submitted oylan, we have retested our proposal for a flat
nominal bill with our customers. We are still seeB@§osupport forthis when
compared with a more varied bill, which could be driven by different levels
inflation and the effect of iperiod incentives.

28 faz GSaiSR Odzal2 Y S NEGy 2020bZDASA
with any inflation above 2% and incérgs spread over the period 2025 to
2030 against an option where bills start to rise in 2022 to offset any poten
Wo At f & K2B.dnadditidnyive explainpd the benefit to customers of
taking inperiod incentives that come with the second optidviost
customers (59%) still supported the flat bill profile option. We discuss this
more detail insection 4.2.1

SSC.RR.B1 Links between risk In response to the IAP action around providing a clearer link between our
managemenand internal risk management and mitigation procedures and our RORE analy
RoORE analysis we haveset out in more detail our current risk management process (see

section 2.2.1. This aims to ensure that the Executigamis able to:

identify and prioritise all kepusiness risks;

implement appropriate procedures and controls;

ensure senior managers can prioritise and execute identified actions;
provide a holistic response to addressing our business risks and resil
capabilities.

We carried out a assessmentf our key business risks in thelZ018
financial year, taking into account the effect of any internal procedures,
systems and controls. bection 2.2.2we set out these key business risks,
what they mean for us, the impact they have on our RORE sosramd the
actions we are taking to manage these impacts and any changes in the ri

1
1
1
1

Accounting for past delivery

IAP action Brief description Our response

reference of the action

SSC.PD.A1 Evidence to support | In the IAP, Ofwat required us to provide evidence to support our land sale
land sales forecast | forecast trajectory in Table App9.

trajectory inTable We have not sold any land in the first three years of the current pefibere
App9 is also no expectation that we will sell any land in ei@t8/19 and
2019/20.
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IAP action
reference

Brief description
of the action

Our response

Although we constantly review our land portfolio, most surplus land is not
adzadlotsS G2 &asStft Fa AG A& WINBSy
R2 y20 0StAS@®S AlG g2dd R 068 Ay Odz
future local plans look to allocate some of this land for development.

SSC.PD.A2 PR14 outcome The way we have calculated our financial incentives is in line with our pre!
delivery incentives | Annual Performance Reports. As we have previously discussed with Ofwi
reported to two consider that reporting to additional decimal places is fairer for our
decimal places in customers.

TablesApp5/App6/
Ap27

SSC.PD.A3 Update forecast for | We confirmthat we will commit to updating our forecast for 2019/20
2019/20 outcome LINF2NXYIyOS o6& h¥sli0Qa RSIREAYS
delivery incentive 2018/19 performance for all our performance cortments.
performance to take | | response to feedback we réeed from Ofwat in the 1AP, we will pay
account of atal particular attention to the areas where it said we provided insufficient
2018/19 evidence in our September 2018 business plan submistleserethe
performance measures for ouMean Zonal Compliander our South Staffs and Cambrigg

regions and for the acceptability of water to customers.

SSC.PD.A4 Metered customer In the IAP, Ofwat required us to clarify the justification for our 2019/20
number forecasts for | forecast for the number of metered water customers and to providéher
2019/20 clarity on the reasons for the difference betweenrfegecast customer

numbers and actual customer numbers in 2018{ti@sed on our latest
forecasts) We set out this additional clarification below.

When customer charges were set for 2018/19, thenber of properties was
taken from our billing system as at September 2017 using the same
methodology as that used for yeand reportingin 2017/18and projected
forward to 2018/19. These numbers are shown in lines 7 and 10 of Table
For the 2017/18 gar end, the process for calculating property numbers wa
reviewed and improved. This was set out in response to que”rABECE
009 to our Annual Performance Report. As a result of this change, we hay
updated the projection of property numbers for 2018, the number is
around 10,000 properties higher than our forecast numiéris improved
process was assured by Jacobs in summer 2018.

The projection of customers for 2019/20 is also based on the new
methodology. So there is a step chamgehe reforecest metered customers
number from 2018/19. The increasedctual numbers between 2018/19 anc
2019/20 of around 15,000 is in line with the projections of meter optants a
new connections forecasts set out in Table WS3.

SSC.PD.A5 PR14 wholesale Inthe IAP, Ofwat challenged us to provide further evidence to support our
revenueforecasting | claim that there is no WRFIM adjustment for additional revenue from high

incentive mechanism
(WRFIMY; further
evidence around
number and type of
connections

developercontributions than forecastt also challenged us to provide furthe
evidence to demonstrate that we took all the necessary steps to understa
the number and type of connections and that the reasons for the variance
were outside of management control.

We included this action on page 42 of our PR14 reconciliation summary
appendix B. We had previously submitted the referenced files of local plar
set out on this page to Ofwat on 7 December 2017. We sought further
clarification on what we required from thigiery (IAP query SSC003) and
received the following response from Ofwat.

428 dzy RSNE G yR 0 Siatdinvhilergagdm@rg with y
developer services customers, local authorities and other relevant statutol
and/or infrastructure bodies tanderstand the timing, location and impact o
FdziidzNBE RS@St2LISyid a2 (GKAa OFy o
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IAP action Brief description Our response

reference of the action

At the time of preparing the connection forecasts for PR14, the informatiol
used would have been consistent with that used for our water resources
maragement plans. We based this on local development plans, which set
the types of developmenttfat is,greenfieldor brownfield).

The first two years of the current period demonstrate that the overall numl
of connections wabroadlyconsistent with tkat assumed in our PR14
business plan. In 2015/16, there mel0%more connections and in 2016/17
there were 7%more. This level of variance in the first two years was not
unreasonable for this type of activity.

The issue was the proportion of these conriees carried out by South Staffs
rather than seliay providers (SLPs). We do not believe that developers ar
SLPs would be willing to discuss their forecast proposals for the developn
sites as it would be commercially sensitive. So, we consideregribpyate

to base the projections on what had been seen in the more recent years [
to submitting our PR14 business plan.

It was not until 2017/18 that there has been a significant difference in
connections §5%9, but this can be expected as there ismnancertainty
further in the period because of the length of time sitee business plan
projections. There are a numbef possible reasons for this, including:

1 the timing of planning applications and to tirtekento receive planning
permission;

demandfor new housing;

RSOSt2LISNEQ LI Iya Ay GKS O2ydSi
targets; and

9 the type of land and the level of new infrastructure, such as new road;

1
1

All of these are uncertain and outside management control. This is why O
has intuded a trueup for the next period to allow for differences between
forecast and actual connections made by companies.

Evidence for Inthe IAP, Ofwat challenged us to provide further evidence to support our
increased proportion | assumption that the proportion of selély would increase significantly,
of selflay including the steps we have taken to

1 promote the take up and delivery of sédfy for new connections across
our South Staffs and Cambridge regions; and
1 achieve the projected significant increase in-4ajt

Ourassumptions around the increase in dalf came from the expectation
that a large proportion of housing development would be in greenfgts
compared vith the historicnumber. Based omur experience irthe
Cambridge region, these types of development had been popular with SL
One example was the significant Trumpington Meadows development by
Barratt Homes, which was entirely a del site (with thanfrastructure
provided by Energetics).

We also assumed that the change in charging rules, with a greater emphé
on transparency, would also help to stimulate the levels of SLhend
appointments or variationdNAV) activity.

We have always been traresgnt with developers about the choices they
have in delivering connection services. Historically, in responding to devel
requests, we have always set out the cost if we carry out the work, as wel
the asset value for an SLP to carry out the work.

With the introduction of new charging rules, our developer charges schem
clearly sets out the options available to developers in using*SiMeshave
also been promoting NAVSs, and for the past two years our charges schen

AW5SPSE 21LISNI { SNBBAOSE OKIFNBSAE Hamy wmpEhstefddzi K { GF FF2NRAKANB 2
water.co.uk/media/2126/ssclevelopercharges201819.pdf
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IAP action
reference

Brief description
of the action

Our response

has set out the bulk charge wewolR f S@& Ay fAYyS 64A
document published in May 2018. This has already generated interest in i
number of different sites, including the 6,000me development in Sutton
Coldfield set out in the local development plan for Birmingham.

The redissue is that the significant number of smaller or infill developmen
are not appealing to SLPs as the benefit from the economies of scale are
sufficient, even when offering a multiility solution.

Further evidence on
connections cost
efficiency

Inthe IAR Ofwat challenged us to provide further evidence on how much ¢
the additional connections costs are covered by the unit costs for connect
set out in our original submission.

In response, weet out below aranalysis of the split of connections over the
period. Although norstandard connections are not included in the Ofwat
commissioned report, we think that it may be closely aligned to a 9m
footway/carriageway, which is likely to include adlafiial costs such as traffic
management.

Company Equiv. bench 2015/ 2016/ 2017/ 2018/

categorisation  marking report 16 17 18 19
category

Standard unmade Verge 2m 33%| 35%| 49% | 39%
groundg short
Standard unmade Verge 4m 6% 4% 8% 5%
groundc long
Standard Footway 2m 8% 20% | 11%| 13%
footpath/highway
¢ short
Standard Footway 4m 5% 4% 4% 5%
footpath/highway
¢long
Non-standard Footway 9m 47%| 36% | 31%| 38%
connection

Note: may not add down because of rounding.

Using the above mix and unit rates from thenchmarking report, we have
calculated the expected median costs.

Historic 3year average mix Median from

Ofwat report
Verge 2m 39% £633
Verge 4m 5% £713
Footway 2m 13% £774
Footway 4m 5% £1,009
Footway 9m 38% £1,597
Weighted average £1,040

Ourthree-year actual average unit cost of connection is as follows.

2015/16 2016/17 | 2017/18 Average

Average unit connection £897 £1,186 £685 £923
cost
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IAP action Brief description Our response
reference of the action

This demonstrates that we are mattegan 10%belowthe median costs from
the benchmarking report.

Evidence on Inthe IAR Ofwat challenged us to provide further evidence around the
connections forecasts appropriateness of basing our forecasts for connections numbers of a shc
period relating to the final quarter of 2017/18 and the first two months of
2018/19.

28 y2g5 KIFI@S GSy Y2yOiK&aQ RIGlF 2y
out in 2018/19 split between company and SLP. We set this out balong
with the annualised figure for the year.

10-month Annualised %
figure figure
Company 3,206 3,847 56%
Selflay 2,568 3,082 44%
Total 5,774 6,929

In terms of connection costs, it is the number of company connections tha
relevant, and the estimate &,574connections included in our business pla
is within7%o0f the estimated annual figure outlined above. So, with two
months of forecast remaining, we think it makes sense to retain the currer
projection and then update it with the actual positianour Annual
Performance Repoyivhich we will publish iduly2019

The projection for 2019/20 in our business plan was the same as 2018/19
still think that this is a sensible projection. We have crailated this
projection using the fouyear historical average as set out below.

2015/16 2016/17 2017/18 201819 Average

Company 2,904 2,364 4,637 3,487 3,438
Selflay 1,272 1,894 2,255 3,082 3,126
Total 4,176 4,258 6,892 6,929 5,564

The fouryear average for company connection8,é38compared with the
projected figure 08,574¢ a difference of onlyL38 properties (013.8%).

Mains requisition In the IAP, Ofwat required us to update Table WS13 and the WFRIM moc
error correction remove this adjustment or provide compelling evidence to support why thi
adjustment is appropriate. We set out ogsponse below.

The total claim for mains requisitionsfs.156 million(outturn prices). Of this,
£3.112 milliorrelates to the projected mains requisition charges that were
omitted from Table W9This additional developer income results from
increased ost that has been legitimately incurred.

We still maintain that we completed the line in Table W8&dnordancevith
hT¥sl Q4 JIdARIYyOSed 28 aShi 2dzi oSt

E Capital contributions from connection and infrastructure charges
Connection and infrastructure charges (including requisitions and self-lay) treated as a capital
contribution in statutory accounts

14

hTolihQ®B RSTAYAGAZ2Y 61 aAY &/ lnodtion f
and infrastructure charge@ncluding requisition and selfy). This should
exclude any contributions which are recorded as revenue in your statutory

accountsg g KA OK ¢g2dzZf R 6S NBLR2NISR Ay f
The section heading does not refer to mains rsiigin charges at all and
although the line definition refers to requisitions, it is included in brackets.
This infers that the line only required connection and infrastructirarges
for both company requisition schemes and dajf schemes.
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IAP action

reference

Brief description
of the action

Our response

We believe hat other water companies have also interpreted this in the sa
glL&d C2NJ SEFYLX Ss 2y LI3AS nn 27

t SNF2NYIF yOS wSLERNIZ GKS O02YYSyil
Water capital is £7.7m highénan the Wholesale Priceddtrol. This is due to
requisition income of £0.6m omitted from the Wholesale Price Control, s1:
infrastructure charges £5.8m higher and new connections revenue £1.3m
KAIKSNIE

We have previously already confirmed to Ofwat that the £3.112 million we
netted off totex in our PR19 totex submission even though it was not inclu
in this line.

The remaining2.044 milliorof the claim for mains requisition relates to the
higher number of company schemes carried out compared with our
expectations, resulting iadditional cost@nd income beingegitimately
incurred in delivering the services required.

SSC.PD.A6

Refresh all PR14
reconciliations to
replace 2018/19
forecast performance
with 2018/19 actual
performance

We confirm that we will refresh all PRigtonciliations to replace 2018/19
F2NBOFad LISNF2NXYIyOS ALK HAMYyKM
of 15 July 2019.

Securing confidence and assurance

IAP action
reference

SSC.CAAL

Brief description
of the action

Gearing benefits
sharing

Our response

In response to the IAP action around gearing benefits sharingpnirm
OKFG ¢S gAtt IR2LIWG hT¥eél dQa RSTI dz
from high gearing as set out in its position statement on putting the sector
back in balance. The would be no transition period as our gearing is alrea
below 70%. If, as a result of any financial restructuring, our gearing was
greater than 70%, we would look to return to below 70% as quickly as
possibleg for example, by reducing dividends.

Useof covenanted
gearing

In the IAP, Ofwat also challenged us to provide convincing evidence to ex
why we have used covenanted gearing as the most appropriate mefasure
the benefits sharing mechanism. We set out our response to this below a
more cktail insection 8.1

Our investors, lenders and ratings agencies assesgeauing based on our
covenant debt§6.1%at March 2018) rather than the book debt as used in
h¥sl Q& NBIdzZ | G2 NBL5Y. dh@Llategt Gradif aptiod fox
SoWi K {GFFF& 2F0SNE LlJzof A&AKSR Ay F
GaO02yaSNBFGAGBS ASIENAYTI 2F curéd
Covenant net debt reflects the actual liability for the company to its lender
For 2017/18, thalifferencebetween covenant and book net debt includes
£12million, which relates to the unamortised premium and costs on issual
2F GKS 02 YLl yeé Qa7.Riloireatesnialy thiBeY | A
different in the longterm inflation assumption to maturity use for the book
value of indexinked debt compareavith the lower actual inflation rate used
for covenant reportingWe consider that this is an accounting difference ar
would recommend that similar to other accounting adjustments, it is adjus
in the same way as the ratings agencies do this.

Weprovide a full reconciliation between book net debt and covenaait
debt on page 113 of our latest Annual Performance Report. We also inclu
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IAP action
reference

Our response

Brief description
of the action

an extra column in Table 4H (page 137) showing the financial metrics on
covenant basis and submitted a separaersion of the Excel table.

To use the book (or accounting debt) would lead to the reporting of a higk|
level of gearing, which could impact on our credit rating. This could ultima
lead to new debt being more expensive to raise, which would nan tige
interests of customers.

We also believe that using covenant debt rather than accounting debt is v
similar to how Ofwat considered pension deficit repair costs at PR14, whe
the accounting charge for those companies reporting under FRS17 was
replaced with the cash payment.

SSC.CA.A2 Dividend policy We confirm that we will adopt the expectations on dividends for the perioc
HnHun G2 wnwup & &S84 2dzi Ay h¥4l i
back in balance to include:

1 aclear Boardommitment to publish detail on dividend policies in our
Annual Performance Report and to signal changes to stakeholders; a

1 acommitment to transparency about how our dividend policy takes
account of our obligations and commitment to customers when
detemining dividends.

We have alsprovided greater clarity and more detail on our dividend polic

in section 7.2.6demonstratinhow we have met the expectations set out ir

h¥sl 0Qa LlaadGAazy aidldiSySyiao

SSC.CA.A3 Executive pay We confirm that we will adopthe expectations on performaneelated pay
F2NJ GKS LISNA2R Hnuwn (G2 wnup a a
putting the sector back in balance to include:

1 acommitment to report how changes, including the underlying reasor
are signalled to custoers; and
1 acommitment to publish our executive pay policy once it has been
finalised.
We have alsprovided greater clarity and more detail onr executive pay
policy insection 7.2.5demonstratinchow we have met the expectations set
2dzi Ay hiigngstatén@d. LJ2 & A
SSC.CA.A4 Current performance | In response to this action, we confirm that we have populated Table App3
data and trigger with current performance data and trigger threshold détathe
threshold data for continuation site at Hagley.
continuation site
(Hagley) in Table
App3
SSC.CA.A5 Revised financial Ly NBaLRyasS (2 h¥sldQa NBldzSad A
model and data financial model and data tables alongside our businessrpRrmbmission.
tables
SSC.CA.A6 Affordabilityand We confirm that we have provided metrics for Table App4, included cost
acceptability beyond | benefit metrics for affordability and acceptability beyond 2025 and have
2025 in Table App4 | provided mire data around the prediction for meeting PCL on valumbney
beyond 2025.
SSC.CA.A7 Assurance around tay In the IAP, Ofwat gave us an action to explain the assurance process we

forecasts

taken to develop our tax forecasts to demonstrate that the amounts
proposedtakeOdza 1 2 YSNEQ Ay (iSNBadGa Ayidz
The overall approach we have taken to the inputsTfableApp29 was to use
the detailed information supporting the price review or prior year tax returi
data where this was not possible. We found that there were consistent tre
in this data.
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IAP action
reference

Our response

Brief description
of the action

We then caried out an internal audit review of the methodology and inputs
as required by our tax risk assessment. We alsbwith PwC to discuss the
methodology, which they concluded was reasonable and consistent with
approach taken by othewater companies wh which they work

Below we set out the approach taken for each of the input§usleApp29.
Sections A and B brought forward capital allowance pools

We took thebrought forward capital allowance pool balances from the late
internal budgeted tax callations for 2018/19. The budgets were based on
the submitted tax returns for 2016/13nd detailed forecasts of capital
expenditure for 2017/18 and 2018/19 assigned at project level to the reley
capital allowance pools. We then made adjustments tougleketail and
non-regulated activties. We have not made any capital allowance disclaim
for the periods concerned and have not adjusted the capital allowance po
in any way.

It should be noted that the 2017/18 tax returns that have just been subuhit
are consistent with this forecast.

Section @ new capital expenditure

We reviewed capital expenditure ftire water resourceprice controlon a
project basis and assigned the tax treatment. We took the depreciation
period into accountidentifying quafying for longlife asset pool treatment.

For the water networlpricecontrol, capital expenditure estimates of
ineligible expenditure and expenditure qualifying for full deduction (water
efficient assets) were made by taking an average of the last tdamisted
tax returns as the level of such expenditure has been consistent and not
material.

We calculated expenditure qualifying for relief based on depreciation by u
a combination of historic data and identifiable projects. We allocated the
remainingexpenditure between the general pool and lelifg pool based on
the depreciation profile.

We then converted the resulting capital expenditure split for each price
control into percentages to input intdableApp29.

Section I, disallowable expenditure

Webased disallowable expenditure on prior year submitted tax returns. S
expenditure is minimal.

Section E; allowable expenditure

We have calculated allowable depreciation on deferred revenue expendit
using prior year tax computation information to @sate the depreciation on
capital expenditure brought forward. We calculated depreciation on capite
expenditure identified as deferred revenue in section C above based on tl
depreciation rate for the relevant project. The business no longer has any
finance leases.

Section F other taxable income
This section is not applicable to us and so is zero.
Section &; brought forward losses

There were no brought forward losses based on the latest internal budget
tax calculations for 2018/19.

SSC.CAB1

Furtherexplanation
for variances
between financial
model and business
plan tables.

In the IAP, Ofwat gave us an advisory action to provide further explanatio
the variances in water network grants and contributions, and cash and ca
equivalents between tharfiancial model and business plan tablM& set out
our response below.

Water network grants and contributions
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IAP action Brief description Our response
reference of the action

We explained the difference in water networks grants and contributions in
section 2 of appendix A39 (Financial mod&pur September 2018
submssion In summary, the contributions relating to infrastructure renewe
expenditure shown in line 20 of Table WS1 was removed in the financial
model as it would otherwise have been deducted from capital expenditure
rather than operating expenditure. Thisould haveresulted in the financial
statements being incorrect.

Ly h¥glidQa tFd8ad RIFEGE dFrofSaxz
contributions is now split out separately in Table WS1. So, this adjustmen
not required for our resubmission.

Cash andash equivalents

There was a small difference (less tH#n01 millior) between the data tables
and the financial model for cash and cash equivalents. We have correcte:
in our submission.

Part 2:Total expenditure (totexjepresentations

Below we set out a number of representations to Ofwat on specific areas of our plan. We also include
industryrepresentations on funding for leakage aindntier shift.

Base cost allowances

Restating the historical and future number of booster pumgstagions

After Ofwat published its initial assessment of our business plan in January, we identified that we
have not amended the reported number of booster pumping stations following the change in
definition in 2016/17. Booster pumping stations are therms within our network that are designed

to raise water pressure within the distribution system to ensure an adequate supply of water to our
customers.

This error affects the current and backdated data from 2011/12 that we reported in 2016/17 and in
our 2017/18 Annual Performance Report. It also affects the future forecasts from 2018/19 to
2024/25 set out in this plan. Ofwat has used this data for the first time as a cost driver in its PR19
wholesale water base cost models.

We are disappointed that this @r has passed through our rigorous assurance processes. The
mistake was the result of a genuine oversight of the change in the definition rather than a systematic
error. Although we had the data in our systems, we have subsequeatiied out a full reviev of

GKIG arnida aK2dA R FLit Ayd2 GKA&Z O2dzyi TF2t{t26Ay3

independently assured our restated figures and have visited a sample number of sites to verify the
pumping configuration that exists. They haegiewed the schematics for the additional sites we

KIS AyOf dZRSR® ¢KS& KI @S faz2 O2yFTANNSR GKIG GKS
As well as the booster sites that are wholly within the pipe network that we have already included,
we shoutl have also included all our sites from where we abstract water and treatment works sites
GKSNE SAGKSNI I RSRAOFGSR WKAIK fAFAIQ LizYLIAYy3 ¥Fdzy

shared abstraction and high lift pumping function) existesewere not originally identified as within
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the distribution systemAcross both our South Staffs and Cambridge regions, this amounts to an
additional38sites in 2011/12 rising td9 sites by 20245, compared with the number in our
originally stated dataWe already proportionally allocat&cross the value chain for both power costs
and average pumping head so the restated data will be consistent with these other allocdtiens.
set out the restated numbers ie tablebelow.

Restated booster pumping statimumbers

Historic 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18

Number of booster

pumping stations 111 112 111 111 111 111 114

‘ 2018/19 ’ 2019/20 ’ 2020/21 ’ 2021/22 ‘ 2022/23 ‘ 2023/24 ‘ 2024/25

Number of booster
pumping stations

115 116 118 119 121 122 123

28§ O02YYAaaAr2ySR hESNY G2 OFtOdAIGS GKS STFFSOG 27
hESNI Qa @AS¢ ¢l a G(GKIFIG GKS Y2RSta adAiatt LIaa GKS
overall quality with our updated historicdhta incorporated. The increase in the number of boosters

we reported is1%o0f the total numbemreported by all companies, which has a small effect on the cost

driver coefficients.

On a historical basis, the restated data results in a significant inciease comparative efficiency

ranking. This, in turn, causes a small changée upper quartile catclup efficiency adjustment,

which is applied to future costs allowances in the models. On a future basiselieve our restated

data results in a sigmiant increase iour base cost allowance after taking into account coefficient

changes in the model and the higher upper quartile catplefficiency adjustmentwith the

guantum of this to be determined by Ofwathis is wholly the result of the 1&tated site count
FfAIYAYI Fdzd te& gAGK hTgliQa adlriSR RSFAYAGAZ2Y D

We have learned the lessons of this error and will implement additional checks on all our operational
and assebased data in our next assurance plan. As part of this, we are making the people who
operate the assets across our business more aware of how we use our data to improve accountability
and minimise the risk of such errors happening in future. This is to help ensure that cost allocation
across the value chain is consistent. We have alrehdgked other data lines and are satisfied that

there are no other definition conflicts in the rest of the data.

We set out our representation on this issue in mdsgail inresubmissiorappendixRA0L.

Forecast cost driver representation

We haveexamined F 6 1 Qa4 F2NBOFada 2F 2dz2NJ 0280 RNAGSNR T2
1 treatment complexity;

il property numbers; and
1 length of mains.
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Ly +ff GKNBS OFraSaz h¥sgltd dz&ASR Ada 26y F2NBOlata
plan tables. In our case, these forecasts signifigamiderstate our future operating conditions. This
has a material impact on our cost allowances.

In terms of treatment complexity, Ofwat has used a simple average of two or three years prior to
2017/18. The effect of this is to significantly understate foture treatment complexity, which is
increasing over time. We have projects planned over the remainder of the current planning period
(that is, to 2020) and in the period 2020 to 2025 to address this, which feature in our business plan
enhancement costBy not taking these into consideration in the cost driver forecasts, we think
Ofwat has understated our cost allowancefityl million over the period 2020 to 2025.

For property numbers, Ofwat has used a trdrabed approach instead of a pthased approach
required by our water resources management plans. This results in an understatement of property
growth across both regions 8f1%by 2024/25, which results in amderstatement of our cost
allowances 0£3.94 millionover the period.

Ofwat has also used a trefihsed approach for length of mains. Our foredastmains length is linked

to the forecasts made for new connections in our water resources managemesigpidio the new

development enhancement costsTable! LILJHY @ hF gl 6 Q& F2NBOIFad dzyRSNEG
by 3.6%and this has understated our cost allowanceEBy5 million. If the length of main forecast

changes, it also has an impact on oustatriver for the number of boosters per length of main.

We set out our representation on this issue in more detaiesubmissiorappendixRAOL.
Business rates representation

¢CKS xFfdzZ GA2Yy hFTFFAOS NYdGAy3aa (KIldonohifcladedny KI & dza SR
business rates charged by local authorit& consider this an oversight andrieans that the rates

for our main office sites at Green Lane in Walsall and Fulbourn Road in Cambridge have not been

allowed for. These officesare appdis R 6 dzaAy S&da aasSia yR aKz2dZ R yI
assessment of our business rates. Including this amg@dt4 millionc in our base costs would bring

h¥ol 6Qa aasSaavySyid Ay fAyS gAGK 2dzNJ odzaAiySaa LI |
We set out our representation on thissue in more detail in resubmission apperi@f01.

Enhancement cost allowances

h¥gl G KIa dzaaSR I O2YoAylGA2y 2F YSiK2Ra Fid twmd
costs. This includes deep and shallow dive assessments as appropriate, aldmgneftinarking

business plan and historical data. It has then made bespoke efficiency challenges depending on the
modelled outputs and the application of specific efficiency factfswelcome the approach Ofwat

has taken

In the table belowye set out a beakdown of those cost categories where we are providing
additional data.
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Enhancement cost category

South Staffs
submitted gross

Ofwat IAP gross
allowance

Costs not allowed
(Em 17/18 CPIH)

costs Sept 2018  (Em 17/18 CPIH)

(Em 17/18 CPIH)
Improvingtaste/odour colour Dive 74.35 55.44 18.91
(cost adjustment claing CAC)
Investment to address raw water|  Dive 13.82 6.49 7.33
deterioration
New development costs Model 75.44 41.57 33.87
Demandside enhancements to Dive 16.09 9.97 6.12
the supply/demand balance
WINEP Eels Regulations Dive 2.92 2.33 0.590
Companyspecific efficiency n/a n/a n/a 0.980 (+ 3.35 CAC)
(including within cost adjustment
claim)
Total 182.62 115.80 67.80

* Including Severn Trent Water contribution.

We set out ourepresentation on this issue in more detail in the addendum to appendiX[R202)

Cost adjustment claim allowances

Ofwat has used its cost adjustment claim mechanism to assess urigiyp@al material costs that
we consider are not reflected wur cost baselineg namely, adding an extra treatment stage at our
Hampton Loade and Seedy Mill water treatment works combined with a strategic trunk mains
cleaning programméor up to 100km of mains leaving both worK$he value of this claim£63
million (£74 million gross)

2S gSt02YS h¥glGQa FSSRolFOl 2y 2dzNJ Of I AYX
evidence we submitted in support of it. The expenditure outlined in our claim is important for our
customers and we have worked hard to eresthiat it hasevidenced our needs effectivels part of
the IAP Ofwat carried out a deep divessessmentb appraise our claimVe have scrutinised this
assessment and have provided additional evidence for the need for the adjustment, and the
robustnessand efficiency of ourcost3.S | NB O2y FARSy(d Ad YSSia

YR 68

hTol GQ2

In its deep dive assessment, Ofwat stated #&i86 millionof our cost adjustment claim should be
included in our modelled baseline costs. In reaching this conclu@iarat has assumed thall base
maintenance capital expenditure costs ongoing at both water treatment works are refliectieid
valueg that is, across all treatment processes on each ¥ite.are challenging this assumption using
both historical and feecast capital expenditurand contend that our average maintenance spend of
£6.83 millionover the period 2010 to 2029 hese aralready included in our baseline casasdwill
continue to be incurred during construction and once the additional treatnséage has been
brought into commissioat both works We think this should be factored into any assessment of an
implicit allowance challenge.
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We reiterate thatwe will carry out the constructioaf the additional filtration stage at both water
treatment works offline. As such, it will not impact on our normal operations dhermaintenance

we carry out orour treatment works Nor will it impact on the quality and volume of water we supply
to our customers.

Ofwatalso considered that out4 milliontrunk mains cleaning programme should be allocatedur

modelled baseline costs. We believe this is an intguaetl of the commissioning of works and

ensures the benefits of the additional treatment stage reaches our customers. As such, it is not a
YoddxAy &4 dzadzad £t Q I OQiAGAiGed 2SS 1y29 OGKIFIG GKSNB Aa
mains network, and while we already carry out mains cleaning, it will not deliver the step change we
need.This is why we have proposed a enfecleaning progname, using a range of techniques

including more aggressive methoglg addition to our normal operational mains cleaning to ensure

we can deliver the step change in the quality of water our custemezriveat the earliest

opportunity.

Ofwat has also applied a compasgecific efficiency challenge within its deep dive assessment.
Following our base cosllowance representations outlined above and discussed in more detail in
resubmissiorappendixRA)1, we consider than the efficiency dlenge applied to enhancement
costs should be removed.

As we set out in our September 2018 business plan submission, we have started the procurement
process to appoint delivery partners for our cost adjustment claim. We used-anrgpliant
procurement preessandused a range of criteria to evaluate the bgscluding technical solutions,
programme management, environmental management and the quality of the proposed delivery
team. The procurement process is ongoing, but we are encouraged by the pritesgveeceived

and the number oélternative and innovative solutions that have been supplied.

We set out our representation on this issue in more detaih@maddendum to appendix AZRAO03)

Industryrepresentations
Summary ofndustryrepresentation on leakage funding

NERA Economic Consulting was commissioned by nine companies to review the approach Ofwat
outlined in its IARbout proposed targets for leakage reduction and the funding arrangements to
achieve this reduction.

Ofwat requies all companies to have a performance commitment for leakage, and that thiease

a financial incentive attached to it. In its PR19 methodology, Ofwat stated that it expected companies
to set theirperformance commitmentargets at upper quartile fothe sector as a whole, together

with the expectation that all companies achieve at least a 15% reduction. This is 1% more than the
largest leakage reduction at PR14. Ofwat has not allowed enhancement expenditure to fund this 15%
reduction for eight compaies, although it has partially allowed some enhancement expenditure for

ten companies that are committing eoreductionbeyond a 15%.

bow! Qa NBLINBaSyidlidAz2y O2yaARSNR GKIFG hFgl GdQa I+ LI

sufficient enougtio deliver the stretching leakage target. Sesubmission appendix RAfor more
detail on this representation
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Summary ofrontier shift industry representation

In the initial modelling, Ofwat has applied a net frontier shift efficiency challenge ofalys®#r. This
is based on a 1% a year frontier shift plus a further 0.5% a year from the incremental benefit of the
totex programmeWe consider there are limitations with the current approach, notably:

1 there is no allowance faeal price effect§RPE), which appears to be partly the result
of an assumption that CPIH covers input price inflation for the range of costs we face. If
this is true, then there should be some acknowledgement that an amount of
productivity growth would be captured within CPIHeTdurrent approach does not
seem to recognise this;

1 although CPIH covers a basket of measures, we do not consider that it reflects
inflationary pressures on all costs. In particular, we have highlighted average earnings
and electricity as areas where wadrik costs are subject to real price effects, which is
consistent with previous price reviews;

1 underlying productivity growth across the UK and the western world has slowed, and
the statisticsare well documented ¥ 2 NJ SEI YLX S5 (KS eanfinl 27F
tracker productivity growth as set out below.

1996/ 2008/ 2011/ 2015/ 2018 (Q4)/
2007 2010 2014 2018(Q1) 2022 (Q1)
Total factor 1% £0.6% £0.1% 0.2% 0.3%
productivity
(TFPyrowth

While it can be argued that certain sectors may be affected ri@e others, it should
be noted that as water companies, we rely on contracting with our partners and the
supply chairio deliver large amounts of our infrastructure. So we are not immune from
these economic sideffects; and

1 there is some rationale fordalitional stretch, founded wa report from KPMG. The
report analyses recent outperformancedistribution network operatorsNO$, which
is largely attributed tahe introduction of a totex/outcomes framework. We consider
that there are limitations withthis simplistic approacim that does not revisit the
appropriateness of the initial DNO allowances or distinguish between efficiency and
underspend.

Going forward, we would urge that Ofwat reconsiders its approach to RPEs and make an allowance of
between0.3% and 0.4% as set out in our submission. We would also ask Ofwat to review the
approach of forecasting productivity growth and to consider the slowdown rates forecast for the

wider economy and the review the weighting applied to the analysis by KPMG.

We include more detail on this issubmissiorappendix RB5.
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1. Making water count now and in the future

Summary

We provide an essential public service for our customers. They trust us to always do this anc
what we do. So, we share information witirem every month about how we are performing. We
have made important progress on improving water quality, the reliability of our water supply ¢
our customer service. We have achieved this while maintaining strong cost efficiency both in
of our whoksale and retail activities.

We have planned effectively for tlairrent period (2015 to 202Q. But we havelsobeen flexible,
adapting our plans to reflect changing circumstanges that through investing in emerging
priorities, from adding ultravioletUV) treatment at our Hampton Loade and Seedy Mill water
treatment works to demonstrating resilience throughn m fye€zé/thaw event and the hot
summer,and increasing our investment in leakage. We are investing at levels thiatcaely
consistent withthose we proposed for this period. Overall, we are pleased with our track reco
the current period and are challenging ourselves to drive further improvements.

Everything we do starts and ends with our customers. Their priorities and expectaticaistiaee
heart of all our decision making and have shaped our plans. In recent years, we have made .
change in our approach to engagemerfocusingour attention on talking with and listening to
our customersandusing our dajto-day interactionswith them to provide further insight and
triangulate our research. This is so we can really understand the things that matter to them.

2SS KIF@S dzaSR Ayy 2 JINSD Saskig/Ost@rier® i Saik withyaiRto W (
develop ideas and solutions that are most suited to their needs and expectations. Since April
we have engaged witmore than40,000customerddirectly. We thirk the breadth and depth of
GKA& Sy3aF3aSYSyid KIFIa 3IAGSY dza | NBIf dzyRSI
they want us to deliver. We have also assessed where we can combine our regular interactic
with customers; particularly those whare hard to reaclg with the things we are learning from
our wider engagement. We know that our plan delivers what our customers want.

This plan focuses on outcomes, which are the promises we have made to our customers abc
services we will delivema how we will run our business. These promises are about how we w
be making water count, now and in the future.

We are a higiperforming company and want to ledlde sector going forward, which means
looking at our own performanceand that of the besperforming companies in the sector. It alsc
YSkya t221Ay3 Fd G0KS woSad Ay OflaaqQ Ay :
customers have helped to shape will enable us to achieve@ist the lifetime of this plan, we
will invest andsperd £588million (net total expenditurg¢to provide the essential services our
customers have said they want and expeanhore than we have ever done before.
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1.1 Making water count our promises to our customers

Our core promises

We will... We will commit to...

- Delivering services that are value for money, with
' 85% of customers agreeing that we do in a survey

- Making sure our customers have a high level of
trust in us, scoring us 8.3 out of 10 in a customer
trust survey

Provide value for money

Maintain our
customers’ trust in us

1.2 Where we are nowg accounting for oucurrentperformance

We provide an essential public service to our customers. So, it is vital that they trust us to always do
this. To help us build that trust we share information with them and other stakeholders abaut
we have performed each yeandthe workwe are doing to deliver the things that matter to them.

We want our customers to value us. So, we always ¢ —
to be honest and transparent with them in everything >

we do. We are unigue in the sector in trghce July
2017we have used ounnline customedashboard
6 2 dzNJ WR ltoPpublisi2 dumhRformance in a way

Complaints > How long it takes to >

that is transparent for our customers and easy for st Figures Latest Figures
them to understandTransparency is a key componer s Qualty Testing >
of public service and we think we lead the sector in
this respect. Wé&nowthat making performance data  |_—_—_ e e
F oL AtFotS 2y0S | &SIFNJ A

. . . . . . Latest Figures
expectations, which is why we publish information _Wat R
about our performance every month. B | reseine
We have plannedffectively for the period 201® 7002 | S
2020 and are measuring our performance in five key ez ——
areas that our customers have said are important to :img";_g Acceptabilty

of Water >

them. These are: ‘
1

excellent water quality;
' secure and reliable supplies; Our dashboard.
1 an excellent customer expience;

5 www.southstaffswater.co.uk/aboutus/our-performancedashboard
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1 environmentally sustainable operations; and
i fair customer bills.

We outline our performance to date in each of these areas below and discuss it in more detail in our
annual report and accountsvhich we published in July 2(181 July, we also set out our

performance over the period 2015/16 to 2017/&48d forecastdrward to 2019/20. In preparing the
forecasts we put forward hereve have adopted the same agmgach and confirm that our views on
forecasted performance have not changed sidaly2018

Below weset out our performancasinceApril 2015 Overallwe present a strong performance track
record in the current perio@015 to 2020)n terms of

our exiging performance commitments

compliance withour legalregulatory requirements
deliveringimportant investment commitmentsand

financial efficiencyboth for our wholesale andetail activities.

= =4 =4 =

Where our performance has fallen short in some areas we hefocused management attention,
reflected on lessons learned and invested to correct underperformafesare forecasting to

continue the strong work and build on this level of performance in the remainder of the period and
create a platform for furtheadvancement in the next.

In summary, in the three years to date we have @eof our performancaneasures out of a total of
42. When we consider our forecast position for the remainder of the current pe26d&/19 and
2019/20 webelievewe will meet51 of our total of70 commitment& Based on our performance to
date we have earnedget performance reward of1.108million and are foecasting to earn a total
reward for the periodrom 2015/16 to 2019/2®f £2.92million.

1.2.1Delivering excellent water @lity

LYLINRGAY3I 6FGSNIljdz- £t Ade A& GKS YIFIAY LINA2NRGE 27
/ 2 YLX Ay OS QiD0%kamplign2egwitrédénéing water quality regulation®e are

disappointed not to have mehis targetin 2017/18 ad5 ou of nearly 23,00@amples did not meet

the required standards.

Despite this, our water quality remains at a very high standard overall. We have increased our
investment in this area by more th&b%sinceApril 2015 This includes making notable water
gudity investments at our Hampton Loade and Seedy Mill water treatment wakieh were not
included in our previous business plan or fundgabur final determinatioras part of the regulator

Wl yydzZd £ wSLRNI yR ! 002dzyia (23SGKSNJ gAGK GKS ! yydzf t SNF2I
Staffordshire Water Plc, July 2038vw.southstaffswater.co.uk/media/2229/fulistatutory-accountsand-annuat
performancereport-201718.pdf

TWl2dziK {GFFFA 2FGSNItwmn wSO2yOAft Awwidogthstaid> { 2dzi K {dF FF2NRA
water.co.uk/media/2223/ss@ccountingfor-pastdelivery.pdf

8 Five of our failed targets relate to carbon reduction. We have not met this target mainly because of the change in subsidy

approach for this type of investment.
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h T ¢ last @etiodiceviewin 2014 (PR1® 2 S (1y2¢ GKI G 2dz2NJ Odzai2YSNRQ ¢
we provide to them is crucialVe call thisy S | & dzNB  W! OOSLJil oA f poié 2F 2| G SN
W1 2 2 gnd itracks how many customers contact us with an issue with the watsupgly.

Typically, this is to do with its taste, colour or odour.

For the current perid, Ofwat determined that the performance level should be the same for all
companiessetting it at a level that was considerably better than trewe had proposedwWhile

this has been a real challengee are delighted that through hard work, management focus and
increased investment since 2018 have reduced the number of customers contacting us under the
AoWLC measure by5%in 2016/17and by a furthel4%in 201718. Our main areas of investment

to mitigate underperformance have been in:

1 increasing our network flushing resource;

T FR2LIWGAY3 { KS PriididnBf Discfldutat®mNii Risiribufiva Systems
(PODDapproach(which we discuss isection5.4.2); and

1 implementinga calm network training rig at our Trent Valley training centre
accompanied by a new calm network training approach for all directly employed and
supply chain network technicians.

We are proud oftiisimprovement we are forecasting thatis trend will continuethrough to 2020

and beyond; and that in doing sove will achieve the performance commitment levell3

contacts per thousandf population.We have not had any inciderdsiring the currenperiod that

the Drinking Water Inspectorate hakassified atajorQWe have alsoeviewed our compliance in
period against oulegalobligations in respect of drinking water regulations and have concluded that
they have all been met.

1.2.2Maintaining secure and reliabtipplies

Another key priority for us is to maintain secure and reliable water supplies to our customers. We are
delighted with our overall performance in this area and we have achieved or bettergdesdif our

specific targetswe are forecasting to atinue this outperformance through to the end of the

current period in March 2026 achievingseven minutesn each of the remaining years.

Of the three years under review in the current period, we have beaten our performance commitment
in each year and eaed a reward as a result. In 2015/16 and 2016/17 our performance was among
the very best in the sector. Last year, basedaur supply incidents in particulaour performance
declinedg but was still ahead adur performance commitment.

9 Most household customers in England and Wales cannot choose the company that supplies their water and sewerage
services in the way they can their energy or broadband provider, for example. Instead, Ofwat, the ecegatator of the

water sector in England and Wales, acts as an alternative to competition. Every five years, Ofwat asks the water companies
to prepare a fiveyear business plan. It reviews these plans and decides whether the price, service and invpatkage
companies have proposed will deliver the best outcomes for customers now and over the long term. This affects what
customers pay in their bills for their water and sewerage, and the levels of service they receive. Ofwat will next set price
controlsin December 2019 (PR19) for the period from 1 April 2020 to 31 March 2025.
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Both our asseserviceability measures (infrastructure and sbry’ ¥ NI & (0 NHzO G dzZNB 0O K| @S NB
through the period. We are forecasting for this to remain stable for the next two years, based on a

continued level of investment and maintenance. We have also achimwetdrgets in this area,

despite the impact of the freeze/thaw event in Mar2818 which contributed to a significant

number of burst mains during 2017/18.

1.2.2.1Delivery and resilience during incidents

The freeze/thaw event led toreincrease in the demand for water across our network in 24 hours of
around25% In terms of mains bursts, our reported levels increased appratalyfive-fold for 48
hours.h F & lrepa® &n this evensets out company performance and lessons fordaetorto

reflect uport®. Of the 17 companiethat submitted reports, we were one of the better performing
oneswith only 0.18%of our customers impacted by a supply interruptiorgodater than four hours,
despiteOfwatacknowledging that the thaw was more severe in shathern andcentral regionof
England and Wales

We have also reviewed the nature of our supply interruptiand have determinethat these were
the result oflocalised bursmainsrather thana more strategic loss of suppyffor examplea service
reservoir draining to empty. We note in particular that nonetaf customers in ou€ambridge
region were impacted by a supply interruptionmbre than four hoursluring this eent. That said,
we are reflecting on how we could have performed even better disduss this in more detail in
appendix A29Andin light of this incidentwe have updated our winter contingency planning
scenarios to further improveur resilience.

In terms of impact on customerspo next most significant ever the current period, redted from
third-party damage to a strategic trunk main in the Wednesbury afeaur South Staffs region in
April2018 This resulted in significant media intergstit all supplies wer restored within three
hours.Themain customer impact was dslouration, which affected676 customersThe Drinking
Water Inspectoratelassified this event a8ignifican@We have managed discolouration over this
period througha programme of mains cleaning and conditioni@yer the period 2020 to 202%e
are proposing (through a cost adjustment claim) significant investmemitritdlampton Loade and
Seedy Mill water treatment workaccompanied by a stratedicink mains cleaningrogramme that
will gredly reduce the risk to customers of similar digziration events.

1.2.3Delivering an excellent customer experience

SinceApril 2015, we have continued to focus our attention on delivering an excellent experience for
customers. As we ppared for the new price control period it was clear that while our service as
measured by the main regulatory measure of customer sexytbe Service Incentive Mechanism (or
W{ Lcav&slhe best in the sector, our costs were only average. So in 2@ltbpk the difficult

decision to close theontactcentre in our Cambridge region and merge our billing systems as part of
an efficiency programme.

VWPhdzi Ay GKS O2f RY 21 GSNJ O2YLI yASaQ NB awRofatoviaktboutit-K S w. S ai
the-cold/
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We made a number of errors during this programme and, as a result, our service deteriorated. This
resultedin a drop in our SIM score. It also resulted in a significant increase in complaints, particularly
in our Cambridge region. We launched a recovery programme and are delighted to see that our
performance has improved significantly, placing us back amantp#ding companies. This

investment included:

a deliberate increase in owontactcentre resources;

creating a team focused ayur Cambridge customers;

expanding our offshore team to improve response times; and

removing our automated voice recognitiorsgym VR based on customer feedback.

=A =4 =4 =

These changes have resulted i8#oreduction in the number of customer complaints amat

average complaint response times reducing froime daysto aroundfive days In 2017/18, we

achieved a combined SIM scdhat ranks us fourth in the sector. Our complaints level in our South
Staffs region is at its lowestver level and, in the current year, has improved further by more than
30% We are confident of having the lowest level of complaints in the sector. Weontinue to

build on this strong position and are, based on this trajectory and the 2018/19 quarter 1 SIM result
(fifth), forecasting upper quartile performance through to the end of the period, as well as continuing
to reduce levels of complaints.

Thisimprovement in service has also enabled us to make our costs more effj@entcomparative
analysis suggests we have an upper quartile cost to serve. This means we are one of the leading
companies in thesectorwhen cost efficiency and service are condal. But we know our debt

collection performance needs to improve as we assess our position to be around average. So, we are
now investing heavily in this area in terms of new technology and data. We discuss our plans in more
detail insection3.2.2.1

Forthe first two years of the period we have achieved our own measure of customer satisfaction at
98% In 2017/18, we marginally missed this target with a sco@7&b Our analysis of this marginal
reduction has not identified any particular themes. Whehasgainst the improvement in SIM
performance and reduction in complaints, we are forecasting wetvill meet the target irthe last

two years of the period.

Finally in relation to ourcommunityvolunteering commitment, having not achieved the resjte
number of days in the first two years of the perjoc are pleased to report that we achieved the
target in201718. Basedn the actions we have taken we are forecasting to continue this into the
last two years of the period.

1.2.4Delivering operations thatra environmentally sustainable

We want to continue to protect our environment and make sure it is maintained to support future
generations. As part of this, we are committed to reducing leakage levels as part of our commitment
to managing demand for wat@ver the long termSinceApril 2015, we have made good progress in
tackling leakage increasing resources IBb%in two years
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So, we are disappointed to have missed our leakage tar@elin'18, mainly because of the impact of
the freeze/thaw eventThis means we incur a financial penalty, which will result in a bill reddotion
customers ovethe period 20200 2025. We are investing further in this ariessmart network

monitoring, increased manpower and the use of new technology, includengdual introduction of
anewtrenchless automated leakage reptachniquefrom Curapipe System Ltds a result of thisye

are forecasting that we will meet our leakage targets in the remaining two years of the current period.

In2015/16 and2016/17, we achieved our performance commitment for water efficiency, as

measured by per capita consumptidh FRC@ Thisis the average volume of water each person uses

every day Despite our continued efforts, consumption increased dugi@tj’/18 and we missedur

target. Because ofhie prolonged period of hot, dry weatheve experiencedn 2018 our customers

used around0%more water than normabver an eightweek periodQur current analysis suggests

that we will meetour target once standard normalisati@udjustments are made for the extreme

summer weather. We are foreddsg thatwe will achieve our target for 2®/20, based on our

O2y Ay dzSR LINPIANFYYS 2F 461 GSNI STFAOASYyOe 62N)] YR

We are also continuing to collaborate withet University of Cambridge on gseound-breaking

Eddington development. Thi$0-hectare, 3,00ehomedevelopment has embedded within it

9dzNR LISQa f I NHSadG NIAYygl GSNI KFENBSaldAy3d aeadisSys RS
University. Thé®CQargetof 80 litresof water per person per day (I/p/dpr the development is

substantially ahead of o019/20 forecast folour Cambridgeegionoverall of1431/p/d . We will

continue to promote this development to developers and stakeholders as an exemglsreaare

proud to have played our part in it.

We haveB0 participants in our SPRING and PEBBtRemes, which encourage sustainable farming
practices and biodiversitfand which we discuss in more defaikection6.2.2.3. We are also

actively working vth 55farmers and have initiatives in place to enhance water efficiency. We have
beaten our biodiversity target in each of the three years so far and are forecasting to continue to
deliver on our commitment in this area.

Unfortunately, we based our currdrcarboncommitment target on an assumption of a potentially

large-scale investment in solar energy olpend to savébasis. Changes WKGovernment

subsidies during the period has meant we concluded this investmghgisi Ay Odza 2 YSNEQ A
ours.So, weare forecastinghat we will rot achieve this target for the remainder of the period.

Finally, we have reviewed ourmpliance in period against our legatvironmental obligations and
have concluded that they have been méhe Environment Agency has not taken out any
enforcement action ireither regionin relation to abstraction licence compliance, discharge permits
or pollution events.

LhdzNJ {t wLbD OW{ciLRBItaSTFR2HNI  d2NEWMAYWTEH DNRFIKQOL SYyGBANRYYSyidlft L
catchment friendly land management. Under the scheme, farmers in the River Blithe catchment in our South Staffs region

can applyfor grants of up to £10,000 for improvements to infrastructure and land management options designed to protect

GKS SY@ANBYYSY(l FYR AYLNR@GS 41 GSNIljdzrf AGé@&d hdzNJt9..[9 oWt NP
OYPBANRYYSY( QU éndnfagesdigdiversifyirGhie lotayeRvironment. We make grants ranging from £500 to

£10,000 available to organisations that are keen to enhance biodiversity within our South Staffs region. Projects can include

anything that is designed the improve, reg@r create new habitats and must be of benefit to the environment, the local

community or both.
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1.2.5Fair customer bd

We want to keep bills as low as possible for our customevs currently have some of the lowest

bills of any company in the sector. Because we want to keep bills low we think carefully about where

6S AYy@Said 2dz2NJ Odza (2 Y S NAM thy iyt Batancé Bur dnkulal frackerS OF y | §
survey for 2017/18 showed satisfaction with value for money and affordability to be df 84t

increase on the 2016/17 total and in line with our regulatory commitments. We are pleased to have

achieved our commitrant for the first three years of the period and based on this we are forecasting

to achieve the target for the remainder of the period.

Based on our extensive programme of work, we have achieved our target for supporting customers in
debt in each of the ffst three years of the period. In all, in 2017/18 we have helped more 28c000
customers through a range of debt support initiatives. In addition, we have been promoting our
Assure social tariff, which offers discounts for customers with the greatesidial need. Since its

launch in 2016, we have moved more thE®000customers onto our social tariff. Based on

established demand from our customers and our delivery track record to date we are forecasting to
meet this performance target in the remaindef the period.

Tablel Financial performance commitmentd015/16 to 2019/20

Performance 15/16 16/17 17/18 18/19 19/20 CumulativeODI
commitment PCLmet PCLmet PCLmet PCLmet PCL met (Em)

Mean Zone No Yes No No No L££0.2003 £0
Compliance

Acceptability of No No No Yes Yes L£0.4986 £0
water to customers

Interruptions to Yes Yes Yes Yes Yes £2.0240 | £1.8120
supply

Serviceability Yes Yes Yes Yes Yes £0 £0
infrastructure

Serviceability non Yes Yes Yes Yes Yes £0 £0
infrastructure

Leakage: South Yes Yes No Yes Yes £0 £0
Staffs region

Leakage: Yes No No Yes Yes L£0.2166 £0
Cambridge region

* Note: PCL = performance commitment level; ODI = outcome delivery incétirreilative ODIs are in 2012/13 prices net
of tax.

& TA3IdzNB
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Table2 Reputational incentives, 2015/16 to 2019/20

Performance commitment 15/16 16/17 17/18 18/19 19/20
PCL met PCL met PCL met PCL met PCL met

Customer satisfaction Yes Yes No Yes Yes
Community engagement No No Yes Yes Yes
Water efficiency Yes Yes No Yes Yes
Biodiversity Yes Yes Yes Yes Yes
Carbon emissions No No No No No
Value for money and affordability Yes Yes Yes Yes Yes
satisfaction
Support for customers in debt Yes Yes Yes Yes Yes

1.2.6Financial performance

We are committed to investing wisely and running our business efficiently. Stawebeen re

investing efficiency savings in other key prioritsl have sought to manage our operating costs

efficiently ¢ in particular, to mitigate the effects of risimmpwer costs. We have also stepped back and

O2YLI NBR 2dzNJ 61 4SS 2LISNXGAy3 Ozada FyR OFLAGEE YI
consider these place us among the most efficemnpaniesn the sector.

Below, we summarise our financial perfwance in the current period
1.2.6.1Expenditure

9 .SG6SSY Hnmpkmc YR HamT K mEL6Nlidrurtder B LISY RA (i d
amountagreedby Ofwat in our PR14 final determination.

- During that period, we rebalanced our investment programme to reflecrgng
challengeg; for example, we redirectefl9.8 millionto ensure the water quality
at our production assets.

- This was largely offset by a reductione81 millionin infrastructure renewals.

- Overall, our capital investment programme is £hillion overspent Weanticipate
that this will be balanced out across the remaining years o€tieent period.

1 We are currently overspéiy £1.1million on our operating costsThis is mostly the
result of rising power costs.

1 Over thecurrentperiod our forecat position is to be inrie with our final
determination.

13 All figures inhis section are in 2012/13 prices, unless otherwise stated.
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1.2.6.2Revenue

We set our annual charges to align with the allowed revenue. Some umdeverrecovery is
expected as customer demands can often \@igr example, because of the weather. We are
pleased that over the period, our forecasts have been robust and our variances are inside the
tolerances set by Ofwat.

1 Between2015/16and 2017/18 ouwholesale revenugvasvery close tdhat allowed in
our final determination.
- In 2015/16 our revenue wag£0.2million higher. Thiswas deducted from our
allowed reenue charges fo2017/18
- In 2016/17 ourrevenue wa€0.9million lower. Thiswas largelypbecause of lower
than expected demand from our metered customers
- In 2017/18 our revenue wa£0.2million higher, mainlypbecause ohighernon-
householdcustomer demand
1 Our forecast for the planning period is to be in line vatlr final determination, when
the adjustments for the above are applied
1 Household revenue is forecast to be withir3%of our assmptions
1 Retail revenue is broadly lime with our assumptions
1.2.6.3Developer contributions

Developer contributions have been significantly higher than those included in our final
determination We are forecasting contributions to #4.8.9million higher thanour final
determination This is mostly becausetbk higher costs associated with the volume of rstandard
works, which is greater than foreca8¥e discuss this in more detail in resubmission appeR#i@2

1.2.6.4Incentives

In terms of our performanceommitments for the remaining two years of the current period, our
expectation is that we will achieve a maximum reward for our performance in relation to supply
interruptions and that all other performance commitments will neither earn a reward nor gacur
penalty overall.

1.2.7What we have delivered for customessce April 2015

Below we summarise some of the key things we have delivered for customer@\piiic2015 They

demonstrate the scope and ambition we have carried forward in this plan. They alsmdiate our

Tt SEAOAfAGE AY FTRFELGAY3I (G2 OKI yaganghidwehai®dzyaidl yOoS
responded to our current outcomeghis is becaussme of what we have already delivered, or will

have delivered by 202€suchas the addition ofiltraviolet (UV) treatment at our Hampton Loade

and Seedy Mill water treatment workswvas not included in our last plan.

We have been working hard to improve our performance and get ourselves into the best possible

position to deliver our ambitious pldor the period 2020 to 2025 and beyond. This includes looking

at our existing measures of performance, but also making sure our new ones are sufficiently
AOUNBGOKAY3I yR 32 FdNIKSNI GKFy 6S KIFI@S S@OSNI R2yS
expaience they have with us.
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UV treatment at the two largest water treatment works in our South Staffs region
Enhanced disinfection at nine water sources across both regions

Reduced nitrate levels and chlorine gas removal in our Cambridge region
Pesticide removal at two pumping stations in our South Staffs region

New water storage reservoir near Burton-upon-Trent in our South Staffs region
with capacity of 10 million litres

Refurbishment/maintenance of six other storage reservoirs across both regions
Rehabilitated 200 km of water mains across both regions

Secure and reliable supplies

A o s s Opened our first community hub in Wednesbury in our South Staffs region
An exce Custo : Launched new community engagement and education outreach programmes
expeﬁ‘érﬁ‘ce Implementation of new debt management system with artificial intelligence -

more personalised, tailored services for customers

'\ Environmentally-sustainable
c&‘ ’ operations

Launched Assure social tariff to help customers struggling to pay their
Fair customer bills water bills
y Some of the lowest water bills in the sector

o-0

1.3 Using engagement to deliver a positive customer experience

The keyoutcomesdelivered for customers sinaspril 2015

We have carried out a substantial programme of customer engagement coupled with analysing our
dayto-day custoner interactions to fully understand what our customers want fromAfer we
submitted our PR14 business plan, we continued to engage with our customers by:

1 runningan onlineresearch panel of more thah00Ocustomers during 2014 and 2015,
using focus groups and a quantitative survey to understand how we could improve the
functionality and design of our company websites;

1 setting up our annual customer satisfaction tracker in 2015, which enabled us to start
regularlymeasuringndicatorslike brand perception, operational performance levels,
communications channels and customer awareness of our support services. We have
contacted a consistently representative numbed@dhousehold an@00non-
household custorers every year since 2015. We have also tratkenl perceptionsof
overall satisfaction, value for money and bill affordability throughout the period 2015 to
2019. The feedback we have received provides an important barometer for us
understand how welcustomers think we are delivering our PR14 business plan and
focuses our efforts on putting in place action plans to improve the areas where
customers are less satisfied,;
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1 continuing to send focused satisfaction Put simply, we are finding
surveys to more thaf2,000customers each . :
year shortly after they havateracted with that speaking with and
us (for example, following a visit to fit a mete liStening to our customeilis a
or when calling us to discuss their bill). We great source of inspiration fo
use this insight to develop action plang to dza d 2 S$0f f AF N
address any weaker areas of our service
performance, change processes and also to that we can serve our
inform trainingfor our people Thisinsight O dza U 2 Y S NgEPhilo S
helps us to improve the service we provide Newland, Managing Director
for customers; and

i carrying out an irdepth study in 2015 among
more than600household customers to understand their views around introducing a
social tariff This engagement also expéat how the tariff should be structured, what
the eligibility criteria should be and, more importantly, the level of cmgssidy that
customers would support most found a subsidy &1.50a year for each customer to
be acceptable. We engaged with0household customers in 2018 and gairsgport
from a majority of then{61%) to increase the level of subsidy£8 a year for each
customer from 2019/20 onwards.

Then in 2017we made a step change in our approach to customer engageffoenising on treating
2dzNJ OdzaG2YSNE |a AYRAQGARdzZ fa I yR Th2 i rgoired ag | &
significant cultural shift within our businegst PR14, for example, veéd not have a rounded
engagement strategy, arfthdonly limited ongoing customer and community engagement.

Since then, we have been talking with and listeninghwe ofour customers. This ongoing dialogue

is helping us to understand more about who our customers are and the products and services they
expect ugo deliver, at a price they can afford to pay. We have also implementeltyaounded
engagement strategy, developed from the bottom up, and adopted a letayar focus to ensure
customers remain at the heart of our engagement strategy now and in tbesfutAnd we have

looked again at the role of the Customer Challenge Group (CCG), which the lcelependent
QustomerPanel“. We took the innovative step of setting up tfRane] which is an importantaut of

the regulatory framework, as a separate legal entity with its own website containing information
about members, and meeting minutes and reports.

Following the appointment of an Independent Chair, we had no involvement in the creation of the
Panelor the recruitment of its members. It provides truly independent challenge to us and assurance
to Ofwat on the strength and quality of our customer engagement, and the degree to which that
engagement is driving decision making in our business planMadave been fully transparent with
the Independent Customer Panahd have taken care to giveembersenough time to allow
effective challengef our approach and engagement. We have also taken a jaipegbproach to
ensure full accountability. So, as well as helping to select partners to work with us on our customer
research, members of theanehave:

¢ FTGGSYRSR RRF S UG S tehg¥ happioach &nK indthbdology;

1 reviewed our customer engagement surveys and materials to ensure they are clear,

fair and not leading in any way;

14 www.customerpanel.co.uk/
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1 observed customer workshops, focus groups, deliberative events and forums;

1 challenged our partners at prgt debriefs on key findings and conclusions;

1 challenged the action log we set up to ensure accountability and visibility of our
decision making; and

1 followed the progress of our customer insight work closely.

We have made positive changes as a resuibbiéist challenge from the Independent Customer
Panel, such as:

1 increasing sample sizes and how their balance is spread across our two supply regions;
1 making our survey questions and supporting materials more customer friendly; and
1

challenging how we usdtie outputs of the various sensitivity tests generated from our
willingness to pay studies.

We also gave the Panel opportunities to provide additional input and review the outcomes at a later
stage. For example, tHéanel challenged the reasons why we ward using scaled and unscaled
willingness to pay values in our Investment Optimiser tool. We reviewed our position and then
invited thePanelto consider the impact the two sets of figures had on our investment plris.

gave us additional confidencetime outputs We are confident that our approach has helped to
provide a better outcome for our customers. We are fully committed to maintaiQieugd improving

¢ this open, transparent relationship with the Panel. We find it to be of genuine value.

ThePanel also formed sugroups to explore certain areas in more detdibr example, on

vulnerability,

capital expenditure

Odza 12 YSNE Q ¢ forfsénicy impfdveémenisin@ LI &
outcome delivery incentives.

=A =4 =4 =

This has enabled theanelto channel its @sources more
efficiently and consider our plan in more detalil. It has also
enabled us to call on the expertise of its members to
challenge our approach and test our thinkinghiase
important areas.

Our Executivéeam and theNon-executiveDirectors on

our Board have been very supportive of, and actively
involved in, our customer engagement. They have
attended meetingsworkshopsand focus groups, talking
with and listening to a wide range of customers. This has
helped to embed our engagement firmly withbur
business.

g i
(=
; o

s -
i

our community
our service

u“ our customers

We have also developed our supply chain. At PR14, we
usedfour providers to carry out our engagement

. _ programme. Because our approach to engagemenovs

Phil Newland, our MD, (right) and Pete Aspley \yider and more robustver the past two yearwe have

our Wholesale Director, (left) at our stand at tk . .

Staffordshire County Show in May 2018. usedten specialisagencies. We have selected these
partners carefully to ensure they have the right credentials
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and levels of experience to halig deliver our engagement programme.autumn 2017, we set up
our first customer research strategic supplier framework to help us deliver our engagement projects
and build a deep understanding of our business and our customers

We list our specialist engament partners iable 3 below and set out more detail about our
engagement projects iappendixAL We will look at how we can work more effectively with our
partners and further strengthen our supplier framework as we move forward.

Table3 Specialistustomer engagement partners

Our preferred customer engagement supply chain partners

Accent Community Research
PJM Economics Impact Utilities

Blue Marble WaterSmart

QA Research Bright Navigator

DJS Research Explain Research

1.3.1Taking a more roundeapproach to customer engagement

Our new approach to customer engagement is about using dialogue to give us a fully rounded view of
our key customer and stakeholder groups, which include:

i cgrrent hous‘ehold cus'tomers such gs 4L G | )f i S @ S NB
different socieeconomic groupsral life _ .
stages, with a particular focus on our decision we take as a busine
engagement with vulnerable and hato- to be basedn what our
reach customers; customers need or say is

1 our future household customerg including
2dN) Y86 . 2dzy3d Lyy2ol important to them. We all

1 nonhousehold customerg such as small  Nave to understand what _
businesses, large corporations and really great customer service

organisations that rely on watertoenable  { 2 2 1 I Nitk)HQIIS/\éay,

them to carry out theiday-to-day
operations Customer Research and

1  non-householdbusiness marketretailers¢ Insight Manager
which buy water from us on behalf of their
end business customers and pradia range of retail services such as billingter
reading and handling customer service queries;
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i developers self-lay providersg or SLPS, andnew appointmentsor variations¢g or
bl a3 Ffaz2 (y26y% a WySg LIRAYGISSaQ

1 community and customer organisains and advocateg such as the Consumer Council
for Water(or €CWatef Citizens Advice, local Chambers of Commerce, environmental
organisations, local government and housing associations; and

i regulatory organisationg Ofwat, the Environment Agencgnd theDrinking Water

Inspectorate

We also built on our learnings at PR14 that we need to go further to better understand the priorities
of customers in our South Staffs and Cambridge respoross all aspects of the services we provide.
So,in our qualitative and quantitative engagemente have made sure thate have spoken t@a

robust, representative number of customehsat reflect the regional demographics loéth regions.

We list all the engagement activity we have used to shape our plappendixAl It has also
encouraged us to link up with our neighbouring water companies in both regiSasern Trent

Water, Affnity Water and Anglian Waterand work collaboratively with them where appropriate to
deliver the best and most resilient solutions for our shared customer base.

Q

[etN

2SS KIF@S RS@St2LISR | avdich baild onWdlHainBgs franfour BRAI+ ASY Sy
customer engagemeniThese have helped to ensure aabust approachwhichhas given us a )
0SGGSNI dzy RSNER Gl yYRAY 3 2 TofthaaddleSnzade2 YSNAEQ ySSRad® 9E

1 using amulti-stage approach for many of our projecte give us time to dapt as tle
project progresses. We have found ttwatrrying outup-front qualitative research with
customers to help us shape the quantitative stage has been very effecti/given us
more confidence in the findings;

i beingflexible and adapting our approach in sponse to customer feedbacndto test
new questions anitieasthat have emerged from the insightSor example, we carried
out further research onvater recycling after it was mentioned regularly as a priority
area for customers in our early engagement;

i responding to unexpected results emerging from our engagemand testing our
FTAYRAY3IA (G2 0Sd0SN dzy RS ekhniple, yw&carDedzauiitdoy S NE Q NI
waves of willingness to pagsearch (sesection 1.3.3.1 below); and

1 keeping customerengaged and informed throughout projecte improve their
experience of taking parEor example, we gave customers tasks to complete before
gualitative focus groups and reconvened some of these groups to disoogsex topis
in more depth

151f a building development needs a new water main or sewer pipe laying, the developer can contract someone other than

GKS t20Ff gFGSNI O2YLIlye (2l B® (K8 aRB) OJARKYSAEZa] VXY D& NMNB
WEBE& LINPJARSNREQ 2N {[taod

Bl WYy Sg FLIRAYGYSYG 2N GENRFGA2YQ 2NJ b! = AydbeateddBiyior 2y S 41 (SN
water and sewerage services for a specific geographic area.
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Akeyam®& 2dzNJ Odza G 2YSNJ Sy3al 3SYSyid KIFa oSSy d2 |tA3dy
great customer service, affordable bills, resilience in the round and innovation. We have made a

positive start to embedding a lorigrm customer focus withinourbisy Sda 'y R RS@St 2 LAy 3
a dzadzZ £ Q Odza 2 YSNJ Sy 3| JBisvirslydés diawirigoavihdin lidithedds LI G A 2 Y 2
ofh T ¢ Wi CBARIL T repofd to ensure that our engagement approach takes us further towards

meeting the six key ambitions it set out. As part of our new approach, we have alsoefeosaced

our business as usual insight with the wideging formal engagement card®ut for this plan.

Another key ainis transparency. S6,4 LJ NIi 2 F 2 dzNJ Wa |l | A yaghchéd-ali SNJ O2 dzy
series of web pages that enable customer feedbackiatadaction. More tharl,500 customerfave

taken part in various surveys since tbtent went live in 2017Thisapproach reinforces our

commitment toengagementisan ongoing and continuous process. We will continue to develop our
RAIAGEE 2FFSNAy3 (G2 SyKl yOSwitttudzNI Odza i 2 YSNBE Q SELISN,

YR 6S KI @S-cril RiIZ\L2lyIR clddkihaReuSiémens work with us to develop the
ideasand solutions thaare most suited to their own needs and expectations. This has been a really
important part of the process for end one that will ultimately give customers marentrol over

the experience and services they receive fromWg have welcomed the challenge we received from
our customers, which hassohelped us to shape our engagement using clear, straightforaadd

easy to understanthnguage

Our approach to customer engagement this time has been characterised by the wide range of
G§SOKyAljdzSa ¢S KI @S dzaSR (G2 dzyRSNEUlFI YR 2dzNJ Odzaiiz2y
carefully the needs of the people we are speaking to so that we can beveuragage with them,

where possible, in a way that suits them. Ths includedising:

short and indepth phone interviews and surveyand online surveys
focus groupsall-day and hdlday workshops, and othavents;
one-to-one indepth interviewswith hardto-reach customer groups
roundtable meetings and stakeholder forums; and

business as usual events and community activities.

=A =4 =4 =4 =9

Another important shifsince PR1Aas been the innovative technigues we have used to engage with

our customers. Thisicludes immersive, roleJt @ Ay3 SESNDA&Sas <yezOK | & dzaAy
game®in a workshop where we gave customers information about a range of ssipiglyand demand

management options, along with volume and cestnariosand asked them to edevelop a plan.

They did this by assessing the different options to develop their preferred solution based on their

priorities and views. In the online survey that followed this workshop, customers compared the

different options and told us whether they sumed their use in our plans. This enabled us to put

Odza 12 YSNAE Q LINR 2 NR { AVBeSset buiimord detiils &f Sur inbvatietappodeNd LI | y & &
YR 2 dzNJ Qrefsieiic@sviréppdhdiXA7, andAS.

UWapped Itk N2 Y LI 834A GBS Odzadi2YSNI G2 FOGABS LINIHAOALI YyiI NBLRNIQI |
www.ofwat.gov.uk/publication/tappedn-from-passivecustomerto-active-participant/

BYE2L) ¢NHzYLIAQ A& | 3FYS LXIFT&@8SR ¢6A0GK | aSNASa 2F OF NRaxz SI OK
O2YLI NB (KSasS @gritdsSa G2 GNB (2 gAYy Yy 2LILRYySYydiQa)OFNR odGKLI i
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We think the breadth of this engagement hageagi us a indepthunderstanding of who our
customers are, and their priorities and expectations now and in the futardeveloping this plan,

we have engaged with more tha®,000 customerdirectly. On a likdor-like comparison, excluding
our Bright customer satisfaction surveys, at PR14bpiginess plan submission, we had engaged with

almost3,500 customersThe figure is more tha?3,000this time¢ almost seven times more.

Throughout # our engagement, we have asked customergit@ useedback on the quality of that
engagement and also if they understood the materials we have shared with them. We have
consistently received high satisfaction ratings from our customersamdbuilt on any learnings so
that we can continue to improve our work in this ar@able4 below sets otiexamples of how
customers have ratetivo of our most important projects, which provides evidence that our
engagement was successful.

Table4 Customer satisfa@in ¢ key engagementvork streams

Engagementvork Area of satisfaction % agreement Typical comments
stream

Customer promises and
outcome delivenyncentive
plans for 2020 to 202§ co-
creation workshop

| understood all the
materials presented and
the activities asked of me

96%¢ South Staffs
88%¢ Cambridge

a ¢ K S NBarganBukiBrs
2y GKS Glot$s
understand, which was ver
322 R¢

Customer promises and
outcome delivery incentive
plans for 2020 to 202§
online tool with slider
activityand video voiceover

How easy did you find this
survey to complete?

83%¢ South Staffs
86%¢ Cambridge

G4[ 208 GKS Ay
also the opportunity to tell
you as a company what is
important to me as a
Odza G 2 Y SNE

Water resources
management plans and
longterm plan customer

engagement

Overall, how easy or
difficult was it to
understand the questions ir

the survey?

99%¢ South Staffs
98%¢ Cambridge

LG ol a I 32
time and encouraged me
more to save water after

R2Ay3 GKA& a

1.3.20ur customeengagement journey

Our customer engagement comprises the following key elements.

LRSY(GAFeAy3

2dzNJ Odza i 2YSNBRQ LINA2NRGASAE

1

1 Understanding the value our customers place on different service improvements.

1 Reshaping the customer experiergtalking with and listening tthem and using that
dialogue to understand more about the services they want and expect from us.

1 Defining the promises to which customers and other key stakeholders will hold us to

account over the period 2020 to 2025.

=a =

oltlyOSR @ASs
Wi NX |y Sededtian A.2.3/XJor more information).

Asking customers if they find our plans acceptable and affordable to them.
Our new approach of bringing together all our insights and data to generate a more
2F O0dzA2YSNARAQ tHSFSNByOSad
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Together, these things help us to improve the services we deliver eacha® OI f f (K

A
Odza i 2 YSNJ LINPYAASQd ¢KSe |faz F2N¥Y d e setiod A

below. We will commit to continuing with this approach

Foundation customer preferences.
Water resources management plan priorities.
Long-term resilience option priorities.

Finding out if customers think
our plans are acceptable and Willin

i A gness to pay study and
the bills needed to deliver them follow-up study to further
are affordable.

test the values.

Determining the level of
funding customers are OK to
give to those experiencing
financial hardship.

Co-creating performance level

delivery incentive (ODI) targets.
Understanding how we can make it easier for customers to deal with us.
Understanding how our household customers’ views and attitudes differ.
Finding out how we can better support customers experiencing hardship.
Finding out what a customer-friendly bill looks like.

Using the WaterSmart online portal to help customers use water more wisely.
Finding out how we can improve our service to customers in the new

. homes connections market.
Understanding how to improve our service to business retailer customers.

Setting up our first Young Innovators' Panel to understand how they
would shape the future of water.

Ourcustomer engagement journey.

We describe our overall approach to customer engagement in more detail behasvhighlights the
scale and depth of our engagement in terms of the bens of customers who have given their
feedback and to ensure that we have askeditifieir views across all the areas they have said are
important to them.
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How we engaged with customers
and stakeholders to develop our
plans, customer promises and
service performance targets for
2020 to 2025

Our approach to customer engagement.
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Our starting point for this more rounded approach wag#ory out extensive qualitative research.

This was primarily exploratory research to help us understand who our customers are and their key
priorities.¢ KA & AYAGAFET 02N W¥F2dzy RFiA2y Qu NBaSkNDOK 3l &S
number of immrtant projects, including the development of our letegm water resources

management plans for oBouth Staff¥ and Cambridgé’ regions, and work we are doing to

encourage customers to use water wisely.

. % & i 2 < |t also flagged up that for most of our customers we are a
af20S UKS AYU i eRsya oNFYR FyR €FOLAY3 Ay ¢
Opportunity to tell youX _ looking at different ways to strengthen our connections

g KIF0Qa A Y LI NI withthe communities we see. We set out our approach

South Staffs customesnline  to community engagement in more detailsection4.3.2

Interactive survey On We built on our foundation research with a wide range of
performance commitments  other qualitative and quantitative studies among
household customers, including:

f  using our customer serviceNJ O1 SNJ 2 dzyRSNARGFYR Y2NB | 02 dzi
perceptions of how we perform in delivering services to them;

1 analysing insights from our dag-day contacts with our customers to look for patterns
and trends to help us make service improvements emamimunicate more effectively;

f OFNNBAY3I 2dzi NBaSINOK (2 fSINYy Y2NB loz2dzi 2
aSavySyidlridAazyQu (2 SylofS dza G2 GIFNBSG 2dzNJ a
We discuss this is more detailgaction3.2.1.1;

1 going back to basics to review our customer journeys, helping us to understand how we
can offer a better experience; and

1 carrying out specific research with hai@reach and vulnerable customers to
understand what additional help and support they neeahd how we can best deliver
that help and support.

We also assessed the value our household andhmrsehold customers place on service
improvements, looking again at how willing they are to pay for those services they want us to provide
now and in the futire.

At PR14, our customer willingness to pay exercise exposed a number of challengesrfor lesist a
potentiallyunengaging customer survey and a lack of understanding among customers about what

we were asking them to comment on. In addition, we egxed the results of the survey in isolation,
without triangulating it against other insight or research. We recognise that this did not provide the
Y240 NRdzyRSR @AS¢ 2 ThisineNweWdded dosely Nith our Refdied A 2 y & ®
partners Impact Utilities,to implement an improved approach to willingnestay by:

vYl 2dziEK MG SFNY S5NFFd 21 GSNI wS&a2dz2NDOSa alyl3IsSyYSyd tftly uwanmgpQs
www.southstaffswater.co.uk/media/2230/revisediraft-wrmp-2019-south-staffswater. pdf

2@/ F YONARIS 2 GSNY S5NIFd 2F0GSNI wSa2dz2NODSa al yF3aSySyd tftFy wn
www.cambridgewater.cauk/media/2155/reviseedraft-wrmp-2019.pdf
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1 building on past methods and asking a number of key stakeholders to help us refine it.
This included asking Dr Ariel Bergmann, Economist at the University of Dtmdagy
out an independent peer review of our approach;

1 GF1Ay3 AyhG2z 002dzyi h¥gl GQa aLISOAFAO OKIffS
more evidence obtained through dag-day contact with customers;

1 including a qualitative stage with reconvened focus groopgsdip us better understand
OdzaG2YSNEQ GKAY1lAy3a gKSy O2YLX SGAy3a gAffAy3
referenced this as a best practice approach; and

i reviewing the qualitative research with thiedependent Customer Panel

221 Ayid2 [|redézhdwnfthilCH okilingnésS tNgas best practi#e And to
2YS GKS OKIFffSy3aSa ¢ Sl TSRS RINISHF StNGBw O SIONIE dizNBD S

1 asked our customers to help us design the suryieyterms of the questions we asked,
layout, pictures and the comparative data shown;

1 piloted four different approaches to measuring customer preferences to assess which
was the most reliable and customer friendly;

1 set up a robust sample so we could be sure all our different customer groups, including
hardto-reach customers, were represented; and

1 triangulated the data with a range of other internal and external insightces,
including our business as usual insights. This is the first time we have used triangulation
in a coeordinated way, which provides more confidence in our data.

There is more detail on our new approach to willingness to pay and the triangulatioa ofithuts
with a wide variety of data sourcesappendixA25

As part of our approach to reshaping the customer experience, we have been talking with our

household customers about helping them to change their water usage behaliddovember 2017,

we launched an innovative tghonth trial with the global supplier WaterSmattith nearly15,500

metered households in our Cambridge region to assess the benefit of tailored water use messages to
customersWe were the first company in the sector to adopt this technology, which uses behavioural

science techniques to influence customer decisions about using water wisely. It gives them

information about how much water they use compared with others in their areh

recommendations on making homes more water efficidmtere is more information on our

WaterSmart trial irsection6.2.2.2andappendixA4 Wel N O2 Yy FARSY 0 G KA A | LILINR I
SELISOGI GA2y& I NRPdzyR Odzai2YSNI Sy3r3SySyid &asSi 2dz

We also carried out specific customer engagement to support the work to upgrade our Hampton
Loade and Seedy Mill water treatment works in our South Staffs region, which we discuss in more
detail insection5.4 andappendixA22 We wantedto know if custaners understood and supported
our investment plans in terms of delivering let@m, resilient service improvements. We also
wanted to understand what they would want us to do if they did not support our plans.

22YL YLINE OA Y Bo-LE Bf INSEBYFNOK Ay GKS 61 GSN aSOG2NyY CAylFf wSLRNI 0o
July 2017www.ccwater.org.uk/wpcontent/uploads/2017/07/Improvinewillingnessto-pay-researchin-the-water-

sector.pdf

22\WaterSmart uses advanced customer engagement and analytics solutions to enable water cotngzattes

communicate with their customers about the value of water, how much water they use and how they can save money.
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This was true careation. So, as well as sty with customers a number of options for our

treatment works and asking them to choose the one that best suited their needs and expectations,
we also shared options around bill impacts and asked them which one they preferaattition, we

asked our @mbridge customers specifically if they supported investment in our South Staffs region as
they will be paying for this investment through their bills. At initiabaly workshops in both regions,
83%of customers said they supported our plans and the associated bill infieach year between
2020 and 2025 and thefb each year in the subsequent five years) over ten years. We used this
feedback from the workshops to shape the quantitative study fhidwed. We also asked the
Independent Customer Panel test the interactive online survey we developed to ensure the two
options we presented to customers were clear.

The online survey we developed reached more tB80 aistomers across both regions.eV
weightedthe resultsto reflect the demographics in each region. When presented with the same two
options, the quantitative results were the same as those from the workshops8&8tisupporting

the investment plans and associated bill impact. When austs who had not supported the plan

and bill impact were then asked the same question, but in the context 68&iil reduction in 2020,

the level of acceptance in our online survey increase®bih

Customers ah workshop in our South Staffs regigeft) and Cambridge region (right) about plans to upgrade our water
treatment works.

After completing our customer priority and willingness to pay studies we carried out extensive
qualitative and quantitative engagement with our household and-hoansehold customers to
co-create our customer promises. This included an interactive onlingeg.We also carried du
thoroughengagement to test the acceptability of our plan and the affordability of the associated bill
impacts. As part of this, we explored the concept of iigenerational fairness towards losigrm bill
profiles¢ that is, cstomers paying for investment in our services now that they themselhiles

benefit from in the future.

To help us shape our customanomiseswe also carried out research to understand the viewthef
customers ohon-householdbusiness market suppliei@2 Ndtallerspin both regions. We wanted to:
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=a =

exploretheir perceptions of us asprovider ofwholesalewater services to retail
customers;

investigate the elements of the service we provide that deliver the most value to them;
understand the level of interest they haveriaw service propositions and their appetite
for paying for an enhanced leved service; and

test our specific performance commitmerafled¥a S- Q0 'y R G F NHS
performance.

Our research suggesd that these customers want a consistent approach across all wholesalers
England and Wales, along with regular, ongoing communications. Quite often, they just want
someone at the end of the phone who can resolve their particular issues. We discagpmach to
non-householdretailer customers in more detail in wection3.3 andappendixA4.

1.3.30utcomes of our engagemeqff 2 Odza A y 3

We knowour robust new approach to customer engagement has given us a clear view of the things
that matter most to our customers and where they want to hold us to account. These are:

T

= =4

1

having clean, higlquality and reliable Only51% of 40@ustomers

water supplies; h ded I
having bills that are fair, accurate and who responded to our online

affordable; tracker surveyn 2017/18

receiving great customer service; agreed that we are an
reducing leakage on our network of pipes. environmentally focused
This is an area that haisen noticeably in . T
importance for our customers siné&dR14 busmessThlshlghIlghted the
protecting the natural environment. Thisis needfor usto improve agheir
another areathat has become increasingly  expectations rise

important to our customersand

helping those customers who may need extra support

These priorities are lvowe are making water cougeeappendix AZor more detail) They are at the
centreof all our decision making and have driven our investment planning for the period 2020 to 2025
We discuss this in more detailappendixA29

02

Y ¢

2y 2dzNJ Odza G 2 Y ¢

a2NB AYLRNIFydGfez 2dz2NJ SINI& F2dzyRFiA2y NBaSk NOK
preferences since oWPR14usiness plan submission. Other priorities emerged, wiviegkexpecto
become more important in the future. These are:

1

1

investmert in innovation, covering the key areas of:

- education, information and advice to help give customers even more control over
the water they use;

- using inbuilt water recycling systems in new developments and other rainwater
harvesting solutions to reduce dend; and

- our assets and operations, which includes using more resilient materials for pipes
and alternative energy sources to power our network; and

addressing environmental factors and the impact of climate change.
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We also used oud dza (i 2pridgsithédir€search to shape our remaining engagement programme to
ensure we responded tthose priorities.This includes:

1 using theprioritiesin our foundation research and the engagement carried out for our

water resources management plans to help sttle attributes subsequently tested in

our willingness to pay research;

using the priorities to help shape our customer promises]

carrying otifollow-dzLJ NBX & S+ NOK (2 0SGGSNI dzyRSNARGIF YR
and attitudes towards water sdat we can offer them more tailored and personalised
servicesIn our engagement, customers consistently said we needed to offer a more
proactive service.

= =

We have used these findings, alongside our-idaglay The number of customers
customer contacts, to support the business decisiwas . .

have taken. This shows hdhe stepchangewe have made 29r€€ing that our billare

in our engagement is pushing us in new and exciting affordable has risen t65% in
directions in terms of the services we offer our customers 2018 from 68%ni 2016 This

in the areas of: . . .
Improvement is mainly

our schools outreach education programme; @MONg customers who are
new service channels for customers to more likely to be struggling
communicate with ug for example, usig financially

voiceactivated technologyo helpvisually

impaired customers; and

1 our community hub, where we offer fage-face support to customers.

)l
T

1.3.3.1Assessing the value customers place on service improvements

We have used our willingness to pay values to test the level of stretch and ambition our customers
have placed on these priorities. This has given us a really thorough understanding of the service
improvementstheywant and are willing to pafpor now and @er the longterm. We have carried out
two robust waves of willingness to pay research among household (inclwitmbard-to-reach
customers) andhonr-householdcustomers Thisproject followed an innovative, sevestep, process

that included a number abpportunities to engagavith customers through alepth qualitativeand
guantitative researchWe illustrate this below.
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ImpEEd |
Utilities

Refinement

Deliberation

Simplification 4

Making the survey customer friendly

Measurement 5

Large-scale willingness to pay survey

Data fusion 6

Fusing survey data with other
evealing information

7i

Successful
outcomes

Finali a valid business plan that
meels wal’s criteria

Impact Utilitiessevenstep willingness to pay approach.

Customers were educated about how they can support the delivery of searicegere involved
directly in developing aurvey measurement tool. Thggwve usa thorough understanding dheir
attitudes and behaviours that feeds directly into our investment plans.

For the first wave, we worked with our preferred parthénmpact Ullities, between August and
November2017to complete a research study among alm@g100household and notousehold
customers. To ensure a robust approasie incorporated a number of different approaches into our
guantitative pilot testing. We did thi® inform important decisions before we launched the main
survey. This was particularly important to provide a high level of confidence that we asked the
guestions put to customers using reliable best practice approaches.
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For examplen the_up—front qualitative groupswe tested In the first wave of our
the number of attributessuch aseakage reductiosthat o
customers said they could realistically trade off at one tim Willingness to pay study,
Fourattributes appeared to be the preferred limit. We customers were willing to pe
f[etst(ig this in our pllott surve);_, t;vmlwz '|S‘tpht ;he attlrlbut((ajs twice as much for a total
into three groups; water quality, reliability of supply and .
environmentg with separate choice experiments designec |mprovement pgckage for
for each group. Wéhoughtthis was important because  their water quality, compare
studies show that survey participants cannot typicallgéa ith those for reliability of
off more thgn SiX or so attrlbqtes ata tlmg, soitis not bes supply, and over three times
practice to includell of them in one exercise. We discuss .
this in more detail irppendixA3 more than for improvements

to the environment
When the first wave of our willingness to pay study
generated someinexpectedvaluations we carried out a followup survey in Mag018 We also used
our triangulation techniques, which we outline below, to explore and validateabelts and
determine if they should be reflected in our finalised willingness to pay valuations. This second wave
of research among nearll;,000household and nomousehold customers enabled us to further
explore results for specific attributes and refine the scope of the attributes included.

Like the first wave, this second wave of willingness to pay research ioMahgescale quantitative
adNpSea G2 aasSaa Odzad2YSNRQ gAftfAy3dySaa (G2 LI @
covering a broad range sérvice improvementdNe also:

1 amended the levels of service improvements shared with respondergainate the
AYLI OO0 fSaa adNBGOKAYy3I tS@Sta KIEIR 2y 0Odzad2yY

1 included new attributes relating to retail services and community;
1 tweaked the descriptions of a number of the attribute and level wordings to sensitivity
test the results;
1 gavea third of the respondents completing the exéxe a lower bill starting point; and
T FTRRSR Ay | WLIO1Fr3S 2F OK2A0SQ SESNDAAS &z

GKS adiNBSea G2 Oft2aSNI NBFiSOG Odzali2YSNBRQ 6A
improvements. Crucially, this allowed us to assess the impact this has on our modelling.

We have set out our approach and findings in more detaipimendixA13 (first wave)and Al4
(second wave)

Thelndependent Customer Panglovided extensive challende both waves of our willingness to
pay research. They have been supportivewf sevenrstep approach andhie level of investment
made to ensure a more custom#érendly survey than at PR14. The outputs of both wanfes
researchwere also independentlyerviewed bywillingness to pay experr Paul Metcalfe of

PJM Economics.
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We are confident that our newngagemengapproach has given us a robust view of the things that

matter most to our customers. So that we could be certain of this, we looked didekdrom PR14

FYR y2G4SR h¥sl 1Qa OKIFffSy3asS GKIG Fft gFGSNI O2 YL )
particularly when carrying out cebenefit analysis on their investment options.

1.3.3.2Using triangulation techniques

h F ¢ IcustOrder engagement policy stateméhior PR1%aid that water companies should draw
evidence from a wider range of internal and external customer data sources to supplement their stated
preference survey resulti line with the cultural shift we have taken towards customer engagement,
we have embreed this approach and have carried out an extensive exercise of reviewing, comparing
and contrasting customer evidence from a wide range of different sources, including:

1 gualitative and quantitative research about the core priorities for our water ressurc

management plans;

guantitative willingness to pay research studies;

jdzl yGAGI GABS NBASEFNDK 2y 2dz2NJ Odzai2 YSNARQ LINR
customer contacts and complaints;

customer satisfaction surveys;

our online tool about service improvements; and

external willingnes$o pay evidence and literature from other sectors.

= =4 =4 =4 -4 =4

2SS OFftf GKA&A WANRLF y3IdzZ | (A 2y Qdand dbvelspedaSappraa¢h] SR |
that we considertruly puts customers at the heart afl our plans So, we:

1 reviewed all our customer gights, using a common sense judgement approach to
KAIKEAIKG NBlFa 6KSNBE Odali2YSNEQ @OASga RATFT
SyadaNB GKIFG O0dzaid2YSNERQ LINBFSNByOSa IINB Fd 0
helped us to:

- inform strategic policy decisions;

- develop targeted, tailored propositions, which we can then communicate
effectively to our different customer groupar{dwhich we discuss in more detail
in section3.2.1.7); and

- sense check our customer priority index and willingnesgsy triangulated figures;

1 worked with our preferred partner?IJM Economics and Accentdevelop avide-
rangingand N2 L2 NI A2yl S S@OARSYOS ol asS F2N) Odzadz2y
improvements, which we used to analyse different investmeaitams and as part of the
process to set our performance targets. One of the most important outputs of this
approach was that the sets of triangulated willingness to pay values for central, high and
low confidence levels gave us a more robust evaluatidghepotential schemes within
our Investment Optimisation tool (sesectionl.53 andappendixA25. Specifically, this
sensitivity testing allowed us to understand which schemes fell into oofoibie
preferred scenario when different customer valuatiomsre used;and

BYhFgl §Qa Odza2YSNI Sy3akasySyid Lkt Ade aillwinso@nygdv.ukwpR SELISOGL G
content/uploads/2015/12/pap pos20160525w2020cust.pdf
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1 worked with our preferred partners talsodevelop a regional customer priority index,
which focusd on the options for water supply and demand set out in our water
NBaz2dzNDOSa YIFyFasSyYSyid LXFtyad 2SS dzaSR GKA& Ay
within our multi-criteria analysis toglensuring a clear line of sight from customer
preference to investmentWe discuss this more detail insection2.3.1

. COX N i We also subjectethe triangulation workthat feeds into our
a9l ae 02 3IA
investment tooldo challenge by théndependent Customer Panel
and allqwed Me 10 SaY  and to independent peer review at the stages of developing the
g Kl U0 L ¢&Bbuthl methodology and final outputs by Professor Giles Atkinson,
Staffs customer, Professor of Environmental Policy at the London School of
s - EconomicsAnd we have taken intaccount and built on
willingness to pay online /1 2 | U SN #uggesedramework for triangulatio?t and
survey developed a six step methodology for triangulating customer
valuations for our different investment approaches.

An example of our approach to drawing evidence from a wide range of sources to make the best
decisions for customers is water hardness. hdge sought the views of motban 4,000customers
about this and they have told us that it is near the bottom of their list of priorities compared with, for
example, always having clean water whenever they turn on the tap. But some of our more affluent
customers in particular attach a relatively high willingness to pay valuation to it, as do those who
already soften their water and want more investment. For these customers, it is the area they are
most dissatisfied with in terms of their water quality supply¢ although we received no formal
complaints about the hardness of the water durthg whole 0f2017/18.

We considered all the evidence and ran our triangulated willingness to pay figures through our
Investment Optimisation tool to carry out casenefit analysis. The results showed that the best
choice was to provide customength more advice at an individual property level on managing the
impacts of hard water and to better promote its health benefits, rather than investing heavily in
building andmaintaining a water softening treatment works in each region.

We describe our approach to triangulation in more detail below.

2P5STAYAYI YR FLILX @AYy3I GOGNRIFy3Idzg FGA2yE Ay GKS 61 GSNJ aS0Oid2N
www.ccwater.org.uk/wpcontent/uploads/2017/07/Definineand-applyingtriangulationrin-the-water-sector. pdf
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Putting our customers at the heart of our business plan

To make sure we properly reflect our customers’
preferences in our detailed investment plans, we have
reviewed evidence from a wide range of sources rather
than relying on just one. This process of reviewing and

comparing different data sources is called triangulation.

It helps to improve the certainty of the conclusions we
make about where our customers want us to spend

In triangulating the different data sources, we used a
six-step ‘SMARTS' approach. This helped us to develop
a robust and proportionate evidence base for what
customers are willing to pay (WTP) for different service
improvements. We have used the final outputs to
influence our investment plans and set targets for our
performance.

the money that comes from their bills.

1. Evaluate existing data sources

Customer
Customer contacts
satisfaction and
complaints

Core WTP
results

Other water
company
WTP studies

Recent?

3. Assess the data sources
We looked at the strengths and weaknesses of the insights
from each relevant data source based on how reliable
they were.

Statistical
techniques used?

Overall RAG rating

OC)OCD.

4. Rate data sources
Based on expert reasoning and judgement, we rated each
data source as Red, Amber or Green (RAG) depending on their
strengths and weaknesses. We gave more weight to the

most reliable and robust data sources.

OC)O

100% 50% 25% 10% 0%

5.Then conclude

We then used the Red, Amber, Green data source weightings
to obtain central WTP values and ranges for the 16 measures
used in our investment plan analysis models.

oo

e 0%
m——

The highlighted bars show shows the customer values we are using in our
investment model for protecting areas of habitats and rivers. The other bars
show that there are large variations in the level of value customers place on
us improving our environmental activities across the different studies.

Original weight Alternative weight

oL X X
OO0

100% 50% 25% 10% 0%

6. Sensitivity test

Finally, we tested how the values varied by changing some
of the Red, Amber, Green weightings for the data sources.
This testing gave us more confidence in the final values we
had chosen and also allowed us to run these in our models
to see how it changed our investment plans.

000
® OO0

100% 75% 50% 25% 0%

We have also used this six-step approach to develop a robust customer priority index to ensure
customers’ preferences are at the heart of our water resources management plans (WRMPs) for
our South Staffs and Cambridge regions. These plans focus on the supply and demand options
we can invest in to ensure we always provide high-quality and reliable water supplies to all our
customers now and in the future.

Our sixstep customer engagement triangulation approach.
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1.3.3.3Reshaping the customer experience

We have also engaged extensivelyfmaur household customers so that we can understand where

we need to improve to offer excellent servidénis has gone beyond our approach at PR14 where we
focused on reviewingnly our contact and complaints data. This time we have carried out extensive
formal engagement to gain a deeper understanding of who our customers are and the services they
expect. We set dumore detail on this inappendixA4. Ourengagemenhas clearly shown us that our
customers have high expectations of wigatat customer seige does andloes not look like, which

we illustrate below. We are using these principles to help shape the improvements we are planning
to make to the customer experience.

f hAY 4 - ¥ N
Make it easy to get Keptmeupdated One person sorts
% through the ;
my issue sorted everything
channel of my
\ J\ cholca J U J
{ Y4 N[ B
B professional
When it goes wrong Engaged staff who cing.pro p. ~ona
o . . and taking
they resolve it quickly understand my issue i
responsibility
L 7\, S \, J
A AY 4 \Nf N
Over promised, Didn’t care about Repeating myself
under delivered me, no empathy Over and over
\ I\, J \ V.
( Y4 N R
Made it difficult to They encourage Felt lied to about
speak to someone contact but never how long it would
respond take
\ J \\ J \\ J
hdzNJ Odza 2 YSNEQ SELISOGlFGA2zya F2N KE

in moredetail insection3.2.1.1 This is encouragiradl our people to think more about how we

can better

T

build closer relationships with different groups of customeggor example, one

One of the key things we

have learned from our
engagement is that

Odza (i 2 Y Sitek Q
towards water and the

GG A

relationship they want to

have with us vary

considerably.

In our early foundation

research, we found there

were differences in how

customers thought about

their water usage, with

some actively saving water
because of environmental

concerns. Through the
extensive research we

carried out in this area, we

went on toexplore this in
greater detail. We have now
identified five distinct groups of customers with different attitudes and behaviours. We discuss these

customergroup said they were so busy they did not have time to think about how much
water they used, but that if we could find a way to make it easier and simpler for them

to access our services, they would be open to engaging more with us;
communicate with them using the channel they preferfor example, some afur

customersnake extensive use of digital services. As a result, they are less likeiptto
to engage with g by phone. We need to offer them a better digital experience; and

offer a range of relevant, tailored servicegfor example, oneustomergroup

expressed a much higher level of interest in environmental services like more meter
readings, water efficiencgudits and messages to remind them about how they can save
water. Twoof our customeigroups expressed a higher level of interest in receiving a
reward for reducing how much water they use.
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But there are a number of views and opinions expressed by otoroess that do not really vary,
which we set out below.

1 There is little emotional connection between us and our customers. In our recent service
trackerin 2018/19 customergated us on averagg.8 out of 1Qwhere 10 is the brand
they felt most connectedb).

1 Customers have never been busier and do not have time to waste on meaningless
communications and pooHgelivered services.

1 Customers are using technology but do not want to be ruled by it. In particular, they
want control on their terms. For exampleany customers particularly future bill
payersg do not think our current digital platforms are as custorfiecused as they
could be.

1 Customers want to be treated as individuals and receive a personalised, tailored service
experience. They expect uslte responsive and flexible, and empathise with their
particular circumstances.

1 Customers think about water differently compared with other services they receive.
tKSe a4SS KI@Ay3a OftSlIy gFLGSNIF& | o6Faixd WNA3
or brand.

We have also learned that vulnerable customers who are experiencing hardship have told us that
they wanted to be treated like everyone else, but that they want us to offer them extra support in
a way that is easy for them to access when they nedtbitexample, customers said one of their
biggest concerns was the impact of a water supply interruption on their lives and how they would
cope in this situation.

By better understanding our customers, we can start to offer them a more personalise@ s€higc
includes, for example, using the right messages to tell them about the financial support we can offer if
they are struggling to pay their bills. This willp make our approach to debt management more
effective.

1.3.3.4Defining the customer promise

We ae building our plans for the future around the views and opinions gained from our extensive

customer engagement. ltas helped us develop a number of stretching performance commitments

and associated outcome delivery incentives that are specifically @GR Ay 2 dzNJ Odza (2 YS NA
and expectations. We received strong and consistent support from our customers for our

performance commitments, which we discussnore detail irsectionl.4.1and inappendixA5.

Unlike at PR14, this step of our journayolved holding a dalpng workshop in each region to
discuss our proposed performance commitments in detail. For example, we asked customers which
were most important to themand to ensure the definitions and targets were customer friendly.

We then folowed this up with an online survey where we used interactive sliders to allow customers
to express their preference for the service levels they wanted us to delivéd fmirour performance
commitments. This included showing them a dynamic bill impattiathey could make an

informed decision. For example, this revealed 9a%of customers wanted us to improve the time

it takes us to fix visible leaks, when started from an upper quartile gtaition.
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When the Independent Customer Panel challentpedstart position we rean the survey, which

showed that68%of customers still expressed a desire for us to improve service levels when started

from the current service/bill positionVe used this insight to develop some of our performance
commitments vith regards to the levels of stretahspecifically, leakage in our South Staffs region
and the scope of our education outreach programme.

1.3.3.5Validating our plans with our customers

We have also extensively tested the acceptability of our business plaaffandability of the
associated bill impactsith customersWe drew on the findings d8lue MarbléGillFoxJamésto
design our study, whicimcluded a specifitocus onacceptability testingfollowing a review of the
approachesve used at PR14. This invel using aixpoint scale to alloveustomers to provide
neutral responsealthough we agreed at theutset of the project that these neutral responses would
not count towards the acceptability score for our plaMe also followed / 2 | {gGidddizeor
acceptability researchmaking sure we engaged withrepresentative sample of customers.

Our study involved a qualitative stagéten focus groupshat wererepresentative of our customer

base in both region&Ve wantedto gain detailed feedback adali Odza 12 YSNRQ NBI OlAzy

and proposed bill levehnd also to make sure the questions and supporting materials for the main
stage of quantitative research were customer friendly.

The quantitative stage involved a representative samplt20®fon-householdcustomers and.,000
household customers taking part in an engadifigninute survey. Within the household samplee
took great care tengagehardto-reach customers who might not complete an online survey. We
completedl25faceto-faceinterviewsboth with customers experiencing a range of difficult
circumstances and also future customerke Independent Customer Panel reviewed the online
survey to ensure it was fair and free of bias, and that is used plain ENgéstet out the details of
the methodology and the full findings of our acceptability studg@pendixA6.

Qur results show a positive response to our plans and associated billHeyalel belowshows that:

1 when shown the bill profile (excluding inflation and the impaabafoutcome delivery
incentiveg and a short summary alur proposals80%of customers found our plan and
bill levels acceptable. The figwravere82%among household customers a68%
amongnon-householdcustomers. Overall, ong%found the plans to be unaeptable;

1 after being shown the full details of our plans, customer promises and performance
commitments, this figure rose 83%(excluding those customers giving a neutral
responsé. This included showing customers the bill profiteluding the impacof
inflation and the maximum impact of ooutcome delivenyncentives. The figuresere
83%among household customers aBd%amongnon-householdcustomers. The
number of customers who found the plan unacceptable fell to J9gtwith 12%saying
they found it neither acceptable or unacceptable

%5BlueMarbldDA f £ C2ZEWH YSHA (RSN 9y @maASYSyYy Gz /2YYdzyAOFGAz2zy &
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1 the main reason husehold customees gave fomot finding our plan acceptable was the
disbelief that we could deliveasur proposedservice improvementsithout raising their
bills over the five years from 2020 2025.0Our qualitative feedback showed that all
customers expect bills tase over time, s@ minoritydid not trust us to deliver a plan
thattheyLISNOSA @SR | &4 WWwe Bundiaehits viewewaohsld G NHzS Q ¢
particularly by one group of customers who have demonstrated a tendency to be
scepticalabout our plans and do not express aegldesire to engage with their water
servicesThe best wayor usto build trust with these astomers is to continue to
improve our service, be open and transparent in how we are delivering against our plan
(through our dashboard, for examplahd to find a way to provide them with ¢h
information thatenablesghem to engage with us on their terms

1 there was no specific groigmongnon-householdcustomershat found our plans and
bills tnacceptable comparedith others. The main reasomgvenrelated to the current
pressuredacedon costs and marginand the impact of inflation on their water lyiand

1 we showedeach customer who completed a survey the details of the proposed targets for
five of our performancecommitments. Nearlywo-thirds or more of all household
customers found all of the targets we set sufficiently stretching. There waseamiged
view amongnorthouseholdcustomers, but this was driven more by the increased number
of R 2 v Q (iQedpghges rather than not finding the targets sufficiently stretching.

Figurel Uninformed and informed acceptability figures for our plan

= Very acceptable
m Acceptable

u Neither

Unacceptable

% participants

u Very
unacceptable

Don't know
/ !
2 ~3

Don't mind

Uninformed Informed

Note: WeitheNdEas shown to customers &either acceptable odzy | O O S &dd was ioc@unted in the acceptability
figureT 2 YR (i Qedpgonsés count as the customer finding the plan accepi@ble they were informed of this in the
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In the followup acceptability testingve carried out in March 201®ith 738 household customers
we also followed / 2 | 4 SNR& 0 S a { to bdblire@ahgisD& andibbhfifedde Ithé &
findings We set out the results of this study iesubmissiorappendixRA0%ndsummarise them
below.
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1 Our combined acceptability score (2018 and 2019 studies) for our business plan and
associated bill level is hig81%) and abeae CCWatdp threshold 0f80% The number of
customers saying our plan is unacceptable remains very |@#oat

1 The 2019 acceptability score was significantly lower than the 2018 score, but is still a
strong result. The main difference was that fewer custosrfound the plan to b&/ery
acceptabl@with more giving a neutral response. In particular:

- there remained a very low level of customers saying the bill impact was
unacceptable (4%). Customer comments revealed there was a slight increase in
the numberof customers who are concerned about their household bills; this is
most likely linked to uncertainties around the future of the UK; and

- when we looked across our customer segments, we can see that thetlfaljés
the acceptability score is amorgstomersrom lower socieeconomic groups
living in social housing. This highlights the importance of identifying and offering
these customers tailored payment plans and the relevant social tariff option when
they need it most.

We alsouseda question tha mirrored the bill profiles we used in our acceptability testing in July
2018. Again80%of customers preferred the flat hilvith no difference in this response across
different groups of customers. This gives us a high level of confidence that custovere
responding in a consistent way to the bill profiles shown across both waves of acceptability
testing studies.

In our March 2019 study, we gave customers two options for 2020 to 2025 to assess how they would
want us to handle the impact of inflaticand any overor underperformance in our outcome delivery
incentive payments. When presented with tHi®%found option A to be more acceptable. We set

out the two options we shared with customdrsour March 2019 studi figure2 below.

Figure2 Bil options 2020 to 2025

Option A: Any inflation and penalties or rewards for missing or exceeding their
performance targets are applied to customers’ bills at the end of the five year period (in
even chunks between 2025-2029) so that the average water bill for 2020 to 2024 would
look like this:

Additional
£4 to cover the

impact of
‘@ inflationto be
M added to bills.

Thisis to be

spread over the
next S years

Option B: They could propose that any inflation would start to be applied to customers’
bills from 2022 onwards so that the average water bill for 2020 to 2024 would look like this.

A A A kA
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Wemade it clear to customers that bills under optiordaild also be subject to impacts (up and

down) each year from payment incentives, while also clearly outlining the benefits of bringing these
payments closer to thpoint where they would be earned@his evidence, triangulated with the fact

that the majority 0% of our customers would prefer the bill level to remain fifities us consistent
support for this approach over the period 2020 to 2025. We discuss theanisch we have put in

place to protect customers in the event that the transition between the nextyffear period and the

five years from 2025 is greater than th8that customers support in more detail in sectiér?.1

In our July 2018 study, we alaskedcustomerdf theyfound the bill impact for 202 2025 to be
affordable. Following best practice, we tested the level of uninformed affordahtlitye start of the
survey, by showing customers the bill profile with the impact of inflation anedotaome delivery
incentivesincluded. We thershared withthem the same bill profile again after we had showed them
the details of our plans, which is the informed scdrke results showed that:

1 70%o0f customers found our bill levels affordable. The fggwere 73%among
household customers ariB%for non-householdcustomers. Overall, on%found the
bill impact unaffordable. There were no groups of customers who said they found the
proposed bill more unaffordable than others; and

1 after being shown ta full details of our plans, customer promises and performance
commitments, the affordability score rose 1% The figure were78%among
household customers antD%for non-householdcustomers. The number of customers
who found the plan unaffordable fieb just3% with 17%saying they found meither
affordablenor unaffordable.

In addition,on showing uninformed customers their combined waded sewerage bifbr 2020to
2025 the number saying they found it unaffordable increased to:

1 20%among houshold customers. Middlaged customers in lower paidnskilled jobs
and those living in sociabusingand/or who are unemployed were significantly more
likely to find their combined watesind seweragéill unaffordable; and

1 15%amongnon-householdcustomersBusinesses comprising four people or fewer
were significantly more likely téind their combined wateand seweragéills
unaffordable.

In our March 2019 study, 67% of customers said they found our bill levels affordable, while 9% said
they found them unaffordable. Across the 1,738 customers engaged with over our two acceptability
studies, 73% thought our bill proposals over the period 2020 to 2025 were affordable, while only
5.5% found them unaffordable.

It is important that we continue to sugpt customers who say they find their bills unaffordable. We
will continue to focus our efforts on raising awareness of the financial support we offer through our
Assuresocial tariff and other support schemess well agiving customers more flexibiliground

when and how they pay. We now know that customers who are more likely to find their combined
water and seweragbills unaffordable fall into one of our recently identified custorgesups This

will help us to identify them and understand how we d@st communicate witlthem and better
support them over time.
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In its initial assessment of our business plan, Ofwat challenged us on why we had not selected the
ten-year bill profile that the highest number of customers supported. Our July 2018 stadsedh

that the profile with the highest level of support hadransitional jump of £3 between 2024/25 and
2025/26.

In our March 201%tudy,we again found that when customers were presented with aytear bill
profile a noticeable number switched theirgierence away from a flat bill between 2020 and 2025,
towards a smoothed bill profile when faced with a £5 transition jumpdg4/25. The main reason for
this was thathe smoothed profile option offered a more acceptable gradual increase from/2822
compared with the £5 transition jumpur followup engagement has clearly shown that a £3
trangtion is the maximum that customers will suppdi¥e discuss this in more detail in sectib2.1

We found a consistent message in our acceptability focus giiouhdy 201&hat customers expect

their bills to go upThroughout our engagement, we hastsohad a clear message from our

customers that they want water bills that are fair, affordable and, more importatatlige as stable

as possibl®ver time. Custmers want certainty that their bills will not change noticeably from year

to year as this helps them to better manage their household or business findhaksogives them

peace of mindln addition, cistomers who are struggling financially said thaén a small jump in

their bills could lead to hardship. This is an important reason behind our commitment to keep

Odza i2YSNRQ oAftfa a FElLd Fa LRaaroftS Ay GKS ¥Fdzidz

134al {AYy3 2dz2NJ AYaAAIAKEG FyR Sy3alF3asSySyid o:

We want tolearnfrom the insght we gain from our customers. We also want to make sure our
ongoing engagement is embedded within our business and continues to drive our decision making
and business planningo achieve this, we will need to have regular feedback from all our customers
across both regions using whatever form of communication they prefer to engage with us. We have
an ongoing commitment to continuously review all this feedback so we can understand how to best
improve the experience our customers get from us.

We will moritor how we performat the key touch points customers have with us so we can
understand trends and take action straight away if we spot any emerging problems. We want all
areas of our business to easily understand and use the insights we gain from oungoaiggtomer
engagement to monitor and improve our overall service performawe already benefit from a
good range of research tools and methodologies, and data from a variety of sources, including:

1 our customer experience surveyswhich measure how safied customers who
have contacted us are. This helps us to understand what we can do to improve our
customer service;

1 our customer service frack@ KA OK YSI 48dz2NB& Odza 2 YSNRBRQ LISN
our performance against our current outcome delivarcentives;

1 the service incentive mechanisigor SIM, which is designed to encourage us and the

other companies in the sectdo provide better customer service;

datafrom our contact centre; and

W LIAA I@Db surveys

= =
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28 1y296 GKIG A2ANSENBELZdA { 9BDY § LILINRF OK (G2 OdaG2YS
appropriate. Instead, we will focus on engaging with our customers using the channel through which

they contacted us, or which works best for them, and measuring customer satisfaction at hall touc

points.

We want to encourage twavay interaction and feedbackith our customers. As part of this, we

have set up a young customgroupin our South Staffs regian2 dzNJ W, 2dzy3 Ly y2 @l (2 NA Q
young people engage with us on a range of-fifalbusiness tasks and help shape the services we

offer over the long termBy continuing to engage with future customeng will be dle to anticipate

what services and communication channels they will want to use when they become bill payers. We

know thatour younger customers are placing particular emphasis on protecting the environment so

we can ensure our plans are built around this prioktie have now committed to also setting up a

L 2dzy3 Lyy201F G2NBRQ t |y Sf20101 hed daNé up Witk dredatiRd@ideasNS I A 2 Y
of how we can work with different customer segments to reduce water usage in their homes.

In addition, we will continue to engageéth customers aburDS @ S  ZFardfnbish at we can

continue to improve the service we progidnd enable them to discuss the challenges we need to
address. Andave are already in the process gétting up an online community pant track

customer priorities and give us more regular insight across a range of topics. This will help us to shape
our future plansand letcustomersknow what we are doing wittheir feedback to improve our

service. We will also use the insight we gagmfrcustomers who visit our community hub,

experience our education activities and the results of WaterSmartrial to draw out insights on

how to influence their attitudes and behaviours around using water wisely.

2SS 1y26 GKIG 2dzNJ Kpdeiipas il thinge oyebtish& So, duyeRgageément
going forward will focus on monitoring:

1 how we are performing against our customer promises;

1 Odza 12 YSNRQ aldAaftrOtAz2y Fd GKS 1Seé& LRAyla 2
a range of differentltannels, including online, email and text surveys;

1 the accessibility of our services foardto-reachcustomers;

1 the quality and impact of our education outreach and environmental activities;

1 data from our contact centre on the numbers of contacts anaglaints and

1 how we can evolve and embed our five customer segments into our business as
usual activities

And we will;

1 continue to run largescale studies in areas where we need to carry out foellgwvork
or new engagement so that we can keep improvrigr example, in the areas of
customersupply pipe ownership
1 research in depth our custome@gews on how we should run our business given the
challenges facing the sector around legitimacy and private ownership;
f  continually revisithow our custoBINBE Q | GGAGdzRSa I yR ySSRa OKI Yy
offer relevant products that help them to engage more effectively with the services they
receive from us.

Thisapproachwill enable us to keep making water count & ourcustomers, now and in the fute.
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1.4 Delivering the outcomes our customers want

1.4.1Setting our outcomes and stretching performance commitments

As well as helping us toaky understand who our customers are and what they want us to deliver,

our engagement, from the initial foundation resehrto them cecreating and shaping our plan, has
helped us to develop a number of outcomé&hesere the promises we have made to our customers
on the services they want us to deliver. Our promises for the period 2020 to 2025 and beyond are as
follows.

QO CUStOm@rs

P
"

We will offer a great
customer experience
and get your feedback
to help us keep
improving

We will offer our
customers the right
level of support for
their individual needs
and help everyone
learn how to use
water wisely

We will run an efficient
business with happy
employees, where

our suppliers are
treated fairly

We will provide
clean, high-quality
and reliable water
supplies now and in
the future

How we are making water cougtour promises to our customers.

¢2 SyadaNB 6S YIAYyUllFrAYy 2dzNJ Odzali2YSNRBRQ (NMz&ald Ay dza
havedeveloped29W LIS NF 20 ¥ WXOBYSy 14 Q> g KAOK | NB GKYW | NBI a z
want to hold us to account. We have worked with customers to develop and set targets for each of

these commitmentsqr WLIS NF 2 NI yOS O2YYAGYSyid fS@StaQu a2 (K¢
see how we are doing. We will publish our progress in medtiage targets in an open and

transparent way each yeaWe will also publish our performance each month on our selgading

dashboard.

We asked customers to help us-c@ate our performance commitments, so we could be sure we are

delivering whattheyw i ® 2 S KI @S | fa2 NBOSAPGSR OKIFfftSy3aS FNI
performing company while remaining financially efficient and keeping our bills low. This means

having a good understanding of:
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what our performance looks like in isolation and in contexhefsectoras a whole;
current sectorleading performance and where this could be in the pe#6d0 to 2025;
what we need to do now tget ourselves in theest position so that we can achieak
the targets our customers have said they wastto meef and

1 what best practice looks like in other sectors and drawing on it to drive the sector
forward.

=A =4 =4

Ofwathas seten performancecommitments that are common tthe whole sectorThis is so thait

can compare our performance relative to that of other water companies and make sure we continue

to deliver ongoing service improvements for customé@svat has also required us to develop a

number of specific performance commitments on set themes, atditional new ones that relate to

our particular operating circumstange I y R 2 dzNJ O dzald &ting tids@perfaiidareeNA G A S a
commitments, we have considered:

2dzNJ Odza G2 YSNEQ @ASga 2y K2g FYoAlA2dza | yR &
h ¥ ¢ | did@nge t@us;

data and trends from acroske sector and

operational considerations about what we want to achievend how we are going to

achieve it.

=A =4 =4 =4

We have proposed performance commitment levels that are stretching, with reference to the upper

guartile performance in the sector, where this information was available to us. Where this

information was not available, we have proposed commitments that represent a step change in our
OdzNNByYy i LISNF2NXI yOSI YR g KAOK duNBurelsttateggy SR (2 2 d:
GgKAETS GFr1{Ay3 Ayid2z2 | 0O02dzyd GKS 0O2aid 2F RSt AOGSNE |

AppendixA26and resubmission appendix RA07 get our performance commitments in detail,
including:

definitions
comparativeperformance
targets and

incentives

= =4 =4 =4

1.4.2Rdlecting regional differences with our performance commitments

As we have two operationally independent regions, we needed to consider how best to recognise the
differences between them in our performance commitmeatsl how we transparently report our
performance during the price control period. Wensidered the optionsarefullyand engaged with

the Independent Customer Paneh this subject.

Wewanted to ensure we correctly reflesd the nature of our combined birgess as it is now
structured. Our financial and customer service (retail) functions are fully integrated, and customers
receive a homogeneous service in these areas.aMel have two regionsyith two sets of

customers, several aspects of our operatigmaiformance are also fully integrated at the
management control leve] for example water quality management and capital maintenance
planning. Our customezngagemenhas also been consistent acrdxsth regions, although we have
made sure to represenhiem and the demographic split within thermbustly throughouthe
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processBut wecontinue to maintain independent water resource zones badauseof this we
continue to produceseparatewater resource management plans fesch region

In arriving at oufinal package of performance commitmentge needed tanake surave did not
undermine the centralisation of activities and management control that has occurred since the
mergerof Souths Staffs Water and Cambridge Wadsrthis has benefits for customearsterms of
cost efficiency antdestpractice. We also wanted toe surewe had an appropriate number of
performance commitments and financial incentives for a company of ourBizee wanted to
continue to recognise separate performance where it wasassary to do so. As we continue to
produce two water resourcemanagemenplans,this meant developingeparate performance
commitmentsthat reflect the differences between the two regions in terms of their

water resources;

population growth;

leakage; ad

overall water use characteristics.

= =4 =4 =

For these reasonsve have settled on regional performance commitments for leakageasedage
water use.Thesemeasures are common to all the water companies and link closely twvater
resources planning process.

1.4.3Financial incetiveson our performance commitments

A number of our performance commitments will have financial impacts attachieid ia mechanism
that incentivises us to deliver the promises we are making to our customers. Financial incentives take
the form of:

1 penalties if we fail to meet our challenging targetad
1 additional payments if we outperform and customers then benefit from a further
improvement in our levels of service.

We can only earn outperformance incentives if we go beyond the alreaigychallenging targets we
have set otselves, and only in areas of performance where there are direct benefits to customers of
an improvement in the service level.

2SS gryGSR (2 0SS a4dzZNB 2dzNJ Odzai2YSNRQ ONeS.$a | YR
we have rooted our financial incentives strongly in our customer research findings, so that there is a
direct link between what our custometsld us theywant and the incentive on us to deliver it. We

have had to make some adjustments to ensture incentives are appropriately balanced across our
entire package of performance commitments, and to arrive at the range of financial istpatt

Ofwat is looking for at the aggregate level.

h ¥ ¢ IPRI@dethodologyindicates a range of betweenb1%to +/b3%of our total regulated
equity value for financial incentives attached to performance commitmétgedback from
customers on therinciple of incentives is still mixed, atite Independent Customer Panel and
CCWatehaveraised concerns about the mieanism.We have proposed range of approximately
b2.3%to +1.1% (fiveyear average)
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1.4.4How we will report our performance

In the current period we have adopted a very clear way of reporting our performance commitments
to customers We willlook to improveon this further in the next periodAs well as our dashboardew
currently produce gerformance report each year for customers, providing information on the things
they care most abouytncluding:

information about our operational activity in the yearrfeach of our outcomes;

a targets and performance scorecard,;

our key financial metrics, such as how much tax and dividends have been paid;
a diagram of our ownership structure; and

a customesfriendly statement about our assurance.

= =4 =4 A A

This is in addition tthe full annual performance report and accounts, and associated data tables that
we produce for regulatory purposes each year. Our performance report summary has been really well
received by customers and the Independent Customer Panel. We will contipuedoce this

summary for customers in the future.

Our customers and other stakeholders also have access to a wide range of information on our
regional performance from other sources, including:

our website

regional information pulished by the DrinkingVater Inspectorate an@CWatein their
respective areas of interesand

1 the Discover Watedashboard whichcontains regionally separated information where
appropriate

)l
1

1.4.5Summary information on our performanceramitments
Intable 5 below, we outline the key information for our performance commitmemaich includes:

a description of the performance commitment and the units of measure
targets;

existing performance, if we have it; and

the financial incentivattached, if applicable.

= =4 =4 =4

Wehave also addethformation about what we want to achieve is terms of our corporate, financial

and operational resiliencdhis includestegrating the appropriate performance commitments with

what we want to achieve in termd embedding a resilienecused culture and minset within our
business. (See chapter 2 for more detail on how we are embracing a resifieyfice 1 KS N2 dzy RQ
approach.)
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Table5 Summary of our performance commitments and targets for gegiod from 2020 to 2025

Making Our What we Name and ID  Short description of our Our expected The targets we will Under- Out-
water count commitment want to of our performance commitments performance level meet by 2024/25 perf. perf.
T 2 NX to our achieve performance at 2019/20, if penalty payment
customers commitments applicable rate rate
Our core Delivering Corporate F2: Value for The percentage satisfaction 75%0f customers 85%o0f customers No incentive | No
promises services that are| resilienceg money with our value for money, using satisfied satisfied incentive
We will value for money| customer a combination of our own
provide value experience tracker survey and a survey
for money conducted by CCWater
We will Makingsure Corporate F1: Trust The level of trust that our 8.05 out of 1Grating on | 8.3 out of 10rating on | No incentive | No
maintain our | customers have| resilienceg customers have in us, using a | customer trust survey | customer trust survey incentive
Odza G 2 Y § ahighlevel of | customer combination of our own tracker
trust in us trust in us experience survey and a survey conductec
by CCWater
Our customers| Great customer | Operational Al: Customer | Level of satisfaction of Upper quartilefor the | Upper quartilefor The financial incentives
We will offer a | Service toour | resilienceg measure of household customers sector on the current | the sector on the new | have been specified by
great household customer experience SIM metric GMeX metric Ofwat at+12% to-6%of
customer customers experience household retail revenue
experience Great customer | Operational A3: Retailer A measuref our performance | Not applicable 93%of retailers Noincentive | No
and getyour | senice to our | resilienceg measure of as a wholesaler operating in th satisfied we provide incentive
feedback to | psiness market customer experience business market, incorporating great customer service
help us keep | gyppliers experience the existing market and
Improving (retailers) operational performance
standards and a satisfaction
measure
Great customer | Operational A2: Developer | Level of satisfaction of Not applicable Upper quartilefor The financial incentives
service to resilienceg services developer services customers the sector orthe new | have been specified by
developers customer measure of D-MeX metric Ofwat at+2.5% td>-5%0f
experience experience developer services revenus
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Making Our What we Name and ID  Short description of our Our expected The targets we will Under- Out-
water count  commitment want to of our performance commitments performance level meet by 2024/25 perf. perf.
T 2 NX to our achieve performance at 2019/20, if penalty payment
customers commitments applicable rate rate
Our Financial Corporate B1: Financial Number of residential 31,000household 40,000household £5.79per No
community support for resilienceg support customers that we help with customers struggling ta customers struggling tg custorrer incentive
We will offer | household customer their water bills, using our pay their bills are pay their bills are
you the right | customers experience financial assistance schemes | receiving financial receiving financial
level of struggling to such as our sociahtiff, support support
support as and Pay their bills Charitable Trust, payment plan
when you or other types of help
need it and Extra care Corporate B2: Extracare | Proportion of residential Not applicable (we will | 5%of customers on | £32k per 1% | No
help you to support for resilienceg assistance customers that are registered | start offering this our Priority Services incentive
leamnto use | cystomerswho | customer on the priority services register| service in 2020/21) Register receiving Extr
water wisely | need assistance| experience GKFEG 68 Kéxtrdd ¢ Care support
O Ndlifbnal support options
Working with Operational B3: Education | Number of people who have | 1,800people engaged | 3,000people engaged | £15 per £8 per
schools about | resilienceg activity received our education service| with through our with through our person person
the need to use | environmental education outreach education outreach engaged engaged
water wisely responsibility programme programme
Ensuring Corporate B4: Priority Number of people ofriority 5.3% of household 8% of household No incentive | No
customers who | resilienceg Servicers ServicesRegister and customergegistered customers registered incentive
need assistance| customer Register proportion validated every two | on our Priority Services on our Priority Services
are registered | experience years. Register Register and 90%
with us checked once ary
two years
Our service Delivering Operational D8: Water This measure supports our cos Not applicable Completesecondstage | This is a No
We will upgraded water | resilienceg treatment adjustment claim, protecting filtration at Seedy Mill | composite incentive
provide clean, treatment excellent water | works delivery | customers against nemand late by 31 March 2023 incentive;
high-quality works quality/secure | programme delivery of our water treatment Complete secondtage | S€€
and reliable and reliable works upgrade programme anc filtration at Hampton | résubmission
water supplies supplies associated expenditure Loade by 31 March appendix

2024
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Making
water count
T 2 NX

now and in
the future

Our
commitment
to our
customers

What we
want to
achieve

Name and ID
of our
performance

commitments

Short description of our
performance commitments

Our expected
performance level
at 2019/20, if
applicable

The targets we will
meet by 2024/25

Under
perf.
penalty
rate

Out-
perf.
payment
rate

Complete the strategic| RAO7or
mains cleaning more detail
programme by 31
March 2025
Always meeting | Operational D1: Compliance| Compliance with drinking wate| 99.97%compliance 100%compliance with | £69kper CRI | No
water quality resilienceg Risk Index quality regulations, as with Drinking Water Drinking Water point above | incentive
standards excellent water measured using the Drinking | Inspectorate quality Inspectorate quality 1.5points
quality 2 1SNJ LyalLlsOi 2 standards (measured | standards (Compliance deadband
ComplianceRisk Index (CRI) through the Mean Risk Index) and capped
metric Zonal Compliance at 95 points
metric)
Operational D6: Customer | The number of customer 1.23contacts perl,000 | 0.76 contacts perl,000 | £390kper £390kper
resilienceg contact about | contacts we get each year population population 1 contact per | 1contact
excellent water | water quality about the appearance, taste 1,000 per 1,000
quality andodour of water, or population population
perceived illness
Making sure Operational D2: Supply Average minutes of Average supply Average supply £90k per £90k per
water always resilienceg interruptions interruption each connected interruptions of7:00 interruptions 0f03:58 | 1 minute, 1 minute
comes through | secure and property experiences for mm:ssper connected | mm:ssper connected | capped at
Odza G 2 Y S reliable supplies interruptions of three hours or | property property 14:36 mm:ss
more
Operational D3: Risk of The percentage of customers g Zero customers at risk | Zero customers at risk | No incentive | No
resilienceg severe risk of severe supply restriction assuming our water assuming our water incentive
secure and restrictionsina | inal in 200yeardrought resources resources
reliable supplies| drought scenario management plans are management plas are
implemented implemented
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Making
water count
T 2 NX

Our
commitment
to our
customers

Reducing the

What we
want to
achieve

Name and ID
of our
performance
commitments

D5: Unplanned

Short description of our
performance commitments

Our expected
performance level

at 2019/20, if
applicable

The targets we will
meet by 2024/25

1.7%0f our total

Under
perf.
penalty
rate

Out-
perf.
payment
rate

Operational Water production capacity lost| 1.92%of our total £547kper £362kper
number of resilienceg outage through unplanned outage capacity is unavailable| capacity is unavailable| 1% 1%
water secure and
production reliable supplies
failures
Finding and Operational D7: Visible leak | The number of days that we | Not applicable 90% of visible leaks £129kper £68kper
fixing visible resilienceg repair time take to repair90%of visible repaired within four 1 day change 1 day
leaks more environmental leaks on our network, days change
quickly responsibility/ measured from the time the
secure and leak is found or reported
reliable supplies
Reducing the Operational D4: Burst mains| Number of burst mains 131 bursts per 1,000 | 120 bursts per 1,000 | £19kper £19kper
number of burst | resilienceg km of water mains km of water mains 1 burstper | 1 burst per
mains secure and 1,000 km, 1,000 km,
reliable supplies capped at capped at
170bursts 102 bursts
per 1,000 km| per 1,000
km
Our Reducing Operational C1: Leakage Leakage level in the South 71.1 Ml/d(three-year | 56.5 Ml/d(three-year | £139%per £116kper
environment | leakage levels | resilienceg South Staffs Staffs supply region average) average) Ml/d Mi/d
We will environmental | region
protect the responsibility
natural Operational C2: Leakage Leakage level in the Cambridg{ 13.8 Ml/d(three-year | 11.9 Ml/d(three-year | £202kper £135kper
environment, resilienceg Cambridge supply region average) average) Mi/d MiI/d
reduce environmental | region
leakage and responsibility
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Making
water count

T 2 NX

support the

building of
water-efficient
homes

Our What we Name and ID  Short description of our Our expected The targets we will Under- Out-
commitment want to of our performance commitments  performance level meet by 2024/25 perf. perf.
to our achieve performance at 2019/20, if penalty payment
customers commitments applicable rate rate
Reducing how | Operational C3: Residential | The average water 129.6 litres per person| 128.33 litres per £169kper £125kper
much water resilienceg water consumption of household per day(l/p/d) person per day(l/p/d) 1 litre per 1 litre per
each person environmental | consumptionc | customers in the South Staffs | (three-year average) | (three-year average) | person per | person per
uses responsibility South Staffs supply region day day
region
Operational C4: Residential | The average water 143.66 litres per 137.74 litres per £169kper £125kper
resilienceg water consumptionof household person per dayl/p/d) person per dayl/p/d) 1 litre per 1 litre per
environmental | consumptiong customers in the Cambridge | (three-year average) (three-year average) person per | person per
responsibility Cambridge supply region day day
region
Not taking too | Operational C5: Compliance with prelefined Full compliance Full compliance £98k per £A9k per
much water resilienceg Environmentally| water abstraction thresholds | (score = 0) (score =0) 1 point 1 point
from environmental | sensitive water | for our designated Abstraction
environmentally | responsibility abstraction Incentive Mechanism (AIM)
sensitive sites sites
Protecting Operational C7: protecting | The area of land that we Protect139 hectare®f | Protect690 hectare®f | £2.5k per £1.25kper
wildlife, trees, resilienceg wildlife, plants, | actively manage to protect land to protect wildlife, | environmentally hectare hectare
plants and environmental | habitats and wildlife, plants, habitats and trees and plants from | sensitive sites
water sources | responsibility catchments catchments damage
Supporting Operational C6: Supporting | The volume of water saved Not applicable 30.6 Ml of water saved| No incentive | No
water-efficient | resilienceq water efficient | from newresidential properties through the building of incentive
house building | environmental | housebuilding | being built to HQM or BREEAN water-efficient housing
responsibility standards, and which meet 10(
I/p/d water efficiency level
Reducing our Operational C8: Carbon The amount of operational 69 kg of carbon per Reduce carbon No incentive | No
carbon resilienceg emissions carbon emissions from our connected property emissions t®1 kg per incentive
emissions environmental operations, per connected connected property
responsibility property
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Making
water count

T 2 NX

Our business

We will run an
efficient
business with
happy
employees,
where our
suppliers are
treated fairly

Our What we Name and ID  Short description of our Our expected The targets we will Under- Out-
commitment want to of our performance commitments  performance level meet by 2024/25 perf. perf.
to our achieve performance at 2019/20, if penalty payment
customers commitments applicable rate rate
Making sure all | Corporate E3: Employee | Achievement of Investors in Not applicable +10 net promoter No incentive | No
our staff love resilienceg engagement People accreditation and an score and achievemen incentive
their jobs health, safety annual employee survey of Investors in People
and security in 2020/21
Treating our Corporate E4: Treating our| Signatory to the Department | We currently pay all 100% of suppliers with| No incentive | No
suppliers fairly | resilienceg suppliers fairly | for Business, Energy and suppliers on the same | turnover less than incentive
and paying anticipate Industrial Strategy Prompt terms, and our average £6.5 million paid within
small businesse¢ future evolution Payment Code; and ensuring | is51 days 30 days
quickly we pay small businesses withir
30 days
Reducing our Financial E1: Bad debt The level of bad debt charge | 3.39% of household Reduce our bad debt | No incentive | No
bad debt so resilienceg level that we incur each year, revenue to 2.75% of revenue incentive
customers do longterm expressed as percentage of
not pay more financeability total revenue
than they need
to
Making sure our| Financial E2: Residential | The proportion of residential Not applicable All voids and gaps siteg £8.5k per 1% | No
property resilienceg void properties | voids we have validated and reviewed through a nor- incentive
records are up | longterm and gap sites completion of gap site managed process validation

to date

financeability

identification activity

Note: MlI/d = megalitres per day; a megalitre is one million litres.
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1.5 Developing the best plan for our customers

The stretching performance commitments set out above show that we are not standing still. Nor are
we being complacent. We are continually challenging ourselves to find new and better ways of doing
thingsq using innovation to deliver the ambition and stthtour customers have said they want from

us while making sure we continue to provide them with reliable and affordable water supplies. Over
the lifetime of this plan, we wilhvest andspend£588million (net total expenditure)n wholesale
andhouseholdretail to provide the essential services our customers have said they want and expect
¢ more than we have ever done before.

In the long term, we face a number of significant resource challenges across both regions, which, if
left unchecked, could impacthoour ability to deliver these services and mean we fail to meet our
O0dza 12 YSNARQ SELISOGFIGA2yad ¢KSasS AyOf dzRSY

1 the need to invest in our Hampton Loade and Seedy Mill water treatment works in our
South Staffs region, combined with a programme to clgato 100 km of strategic
trunk mains leaving both works to ensure we can continue to provide thechighity
water supplies our customers expegtrom source to tap, now and in the future;

1 regulatory pressures and the uncertainty around the volume of watecavetake
02NJ WFroadNIOGQUu FTNRY (KS SYy@GANRYYSYylG éAlGK2d
particularly in our Cambridge region;

1 the projected population growth and development in both regions over the long term,
leading to more connections on our netwarkpipesg and more pressure on the
services we deliver;

1 the continued need to reduce leakage across our whole network, which we know is a
really important issue for our customers; and

1 making sure we always provide additional help and support to thostomers who
need it.

In addition, we need to consider the impact of climate change, with the potential for more extreme
droughts, flooding or freeze/thaw eventsand the effect it could have on our water resources. There
is more information on how we plai address the longerm challenges we face in our water
resources management plans.

We also have to consider the geographic diversity of both regions and how this is reflected in our

plan. In our South Staffs region, for example, at@%t of our watesupply comes from two surface

water sourceg; the River Severn and Blithfield Reservoir. The remainder come2Bamderground

¢ 2 NotHdwatefx, sources, situated mainly in the central and southern areas of the region. It is also

one of thehilliestareas of the country, which can make it expensive for us to move water to where it

A4 YSSRSRO ! §SNF IS RSYFYR Ay GKS NBIA2Y A& o2 da
6af kROT RSYFYR i o6dzae 2N WLISIH1Q dGAYSa A& | 02dz

Our Cambridgeagion, on the other hand, has no surface water sources. Instead, the water comes
solely from groundwater sources, which we take from boreholes sunk into the gro@&ksaes

across the region. Average demand for water in the region is currently &0dt/d; peak demand

is about105MI/d.
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While the Environment Agency classes ihasseriously water stressad itself,our Cambridge
region issurrounded byan area oferiouswater stres$’ (that is, there may not always be enough
water to go round). So, making sure supplies are reliable and resilient over the long teatiagfor
usc¢ and our customers. This is pattiarly important given the projected growth in the area. In
November 2017, the National Infrastructure Commission publishedgitsrt on the
CambridgéMilton KeynebsOxford Arc, which it estimates could delivare millionnewhomes and
jobsin the areaby 2056".
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28 Maps are not to scale.
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2. Deliveringresilience in the round future proofing our
business

Summary

Ours isa longterm business and one that is totally reliant ibassets; be they above ground,
below ground, our technology, our natural assets or our people. Ofwat has challenged us to
demonstrate that we are resilied y G KS N2 dzy R QX copératedfidandiaband/ a
operational resilienceand a culture within the business to ensure this is embedded in all our
decision making

So, in putting together our plan for 2020 to 2025 we have completely reviewed our approach
resilience. This includeommitting to developing an approach to resilience in the round that
integratesrisk identification anadnanagementnd investment planningith our broader
corporate, departmentaind personal objectives. We are mindful of the need to demonstrate
greaterclarity around resilience maturity within our business and will continue to develop and
implement any relevant controls, processes and systems to ensure we achieve this.

We will also commit to being more transparent about how resilient we are as a bsisifias
includes publishing information awurRF A K6 2 NR | YR Ay i NRRdzOA Yy 3
section within our annual report to highlight our performance over the previous 12 montés.
believe this approach will help us frther embedand formalisea culture of risk resilience,
ownership and accountabiliggnong our people

And because we think resilience neaegand benefits front innovative thinking, we will also
combine and further develop our innovation processes. This, in turn, will enablecused a
culture of change and innovatioacross the business

Underpinning ad reinforcing our resilience frameworkas innovative tool we developed with
AYRdAzZAGNE SELISNI&aZ ! NHzLIE @ligis & numter obikdeyt bisingssizNJ
objectives with corporate, financial argberational resilience impacts, andshanabled us to
consider and compare a range of investment options that add up to a best plan for our custo
We have also aligned the objectives within the resilience lens with the performance commitrr
we will deliver for customers over the perio620 to 2025.

We recognise that an important feature obasiness that is resilient in the rouiglthe ability to
manage risks. Our aim is to ensure ttfat our risk management activities reduce the impact ol
risks to a level that is acceptabledastomers and does not impact on our letegm financial
viability. During 2018, we experienced two realrld scenariog the freeze/thaw event and the
long, hot summer that followed & that tested the resilience of our processes and systems in v
different ways.

While we think both events demonstrated our overall resilience and provided reassurance th
number of our existing plans and processes are robust, we recognise that there is still room 1
improve. We are confident that the framework we ateveloping and the plans we are putting ir
place will ensure that our customers continue to receive resilient and reliable supplies now a
over the long term.
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In a longterm business such as ours, we are mindful of the important role our people arasseis

LX @ Ay RSEAGSNAYy3I Of SIy> &l T Seqdipmérs blildings, labdiza G 2 Y S N.
and components needetd enable us to do our job effectively and efficienfihese assets need to

be resilient toa range othanging circumstares such as extremes of weather or population growth.

This is a matter of policy for the UK Government, which requires us to dediitent service now

and in the future.

¢KS 2FdSNJ!'OG Hwnanmn 3L GS hFotl F Rdzié G2 WTFdzNIKSN,
highlights the need for lonterm resilience of water and wastewater systems and sempiogision

when faced with increasing external stresses, such as environmental pressures and changes in

consumer behaviour. It also highlights the need to promote#@mm planning and investment,

increase water efficiency and reduttee demand for water®

Ofwat defines resilience as:

7

u 2
NI A O

4

AX GKS | oAfAlE
G2 YFAYGFAY a

O2L)S 6AGKI IyR NBO2GSNI FNRYZ R
Sa F2NJ LIS2LIXS yR LNRGISOG GKS

) D

And initsPR19 methodology A G &l AR GKI G 61 GSNI O2YLI yASaE aKzdz F
whendelivering services to customers. This means us having:

1 corporate resiliencewhich is the ability of our governance, accountability and
assurance processes to avoid, cope \aitidl recover from disruption of all types, and to
anticipate trends and the variability of our business operatiéigoutline this in
section2.2below and discuss it imore detail insection8.4;

1 financial resiliencewhich is about our ability to avoidppe with and recover from any
disruption to our finances now and over the long term. @#line this in sectior2.2
below and discuss it in more detailsection 8.1; and

1 operational resiliencewhich is the ability of our infrastructueand the skil needed to
operate that infrastructure; to avoid, cope with and recover from disruption to any
aspect of our performance and ensure we continue to deliver the secure and reliable
supplies our customers expetVe outline this in sectior2.3below and disuss it in
more detailin section5.3.

It also meansnaking sure we formalisthe culture across our business to enstinese components

of resiliencein the roundare further embedded in all our decision making. This covers everythatg

we dog from the highlevel strategic decisions taken by Board about how our business ianuithe

financial oversight of the Audit Committe®® the decisions our fieldased teams take, for example,

to ensurea leaking pipe is repairdist time so that it does ot impact on the service we deliver to

customerslt also means committing to implemeatframework that demonstrates an integrated

F LILINR F OK (2 NBaAfASyOSoRHSRKESHNEm@a/RicRaighs & Aasx |

2BWP/ NBFGAYy3I  INBFG LI FOS F2NIEAGAYy3IAY 9yl oftAyad NBAATASYOS Ay
assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/504681/resHieatee
sector.pdf

30 The Water Act 2014vww.legislation.gov.uk/ukpga/2014/21/contents/enacted
AYwSartASyO0S Ay (GKS NRBdzyRY . dzAf RAYy3I NBaAftASYyOS F2N) 6KS 7T dzi d:
www.ofwat.gov.uk/publication/resiliencén-the-round/
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corporate,departmental ad personal objectives witbur performance commitmentand balances
this against our business riske discuss this in more detail below.

Customer expectations for resilient services

We talked to customers about their thoughts on resilieqaee found K I & G £ { Ay 3
LINE2FAY3IQ gl a  Y2NB dzyRSNEGFYRIo6otS 02y O
for investment to ensure operational resilience, as illustrated by the quote below from our
engagement.

aL SELISOG 61 ( &bé. Iid@ undefstand theipoténsal for @hblanned emergency
interruptions, although | expect these to be minimal and very quickly resolved. | also expect ¢
well-run company to balance efficient costs of operation and @1 investment to maintain
expected standards of serviegthis is basic good housekeeping. And finally, | believe the
minimising of water leakage to be a major targehis is waste of a valuable product as well as i
SYGANRBYYSY(Glt AYLI OG AadaadzsS tolehgtes assey a i NI i
Yl y I 3 S yHeyséhéld customer, South Staffs region.

2.1 Developingpur approach to resilience in the round

As part of our approach to developiogr resiliencdramework, and in response to tlieedbackwe
received from Ofwat in its indl assessment of our business plan, we will integrate the processes we
already have in place for identifyimpdmanagingd 2 NJ WY Asiliafe@d-biishas&rieks with our
corporate, departmental and personal objectives. Where appropriate, we wilbditpothese with

0KS WRSAANBR adl (SaQqQ sabelowdcdzhidh N thekstatknSepitni cdnsiigr a
best reflect a resilient organisatianand the commitments we have made to our customers about
our performance. In doing this, we willeate a clear line of sight and embed the concept of resilience
in the round in all our business as usual activities. Below we illustrate what we already iptace

in terms of our approach.

Resilience lens nent

Strategic mitigation — Environmental mitigation - Assets mitigation —
corporate, financial and environmental risks operational risks
operational risks

Board/Executive Senior managers' Managers’ and Environmental Environmental Customer desires Decision-making Multi-criteria
Team bi-annual review/Group employees’ review | evaluation resilience and co-creation/ framework (DMF) analysis
risk review Internal Audit techniques assessment business desires (Investment

and mitigation Optimisation tool)

Future proofing/ Continuous review Customer and
horizon scanning process stakeholder
engagement

Our resilience framework.
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But we are also mindful of what we need to do to enhance our organisational resilience and develop
a comprehensivramework that demonstrates an integrated approach to resilience in the round as
required by Ofwat. While we already have a number of resiberientated procedures and controls

in place, we accept that we need greater integration and clarity around resilience maturity within our
business. We welcome the opportunity to develop and implement a comprehensive action plan that
gAftft YS Sefuirdmentslaid demorsttate our customershat we are resilient in the round

over the long term.

This approach will help to encourage and embed a more holistic and ongoing baptamd top

down resilience improvement process within our business. Wecaiitinue to develop and
implement any controls, processes and systems to ensure we mitigate any identified risks to the
business, and that resilience metrics are monitored and targets achieved.

Safeguarding water resources and maintaining an excellgrgrence for customerare at the

forefront of our resilience solutions and schenwe®r the period 2020 to 202%Vecontinue to

proactively address the challenges we face as a water companl as climate change, the

availability of water resources afdldza G 2 YSNEQ RSYlI yRa FT2NJ 6§KS &SNIIAOS
are also mindful of the balance we must strike between customer affordability and acceptance, and

the value and benefit we attach to oowerallresilience.

2.1.1Using theresilience lens and matity matrixto reinforce our framework

P'YRSNLIAYYAYI YR NBAYF2NOAY3I 2dzNI NBaAftASyOoS TN Y
innovative tool with the support of industry experts, Arup, drawing on best practice and learnings

from across the sectdsee appendix A27 for more detall).developing tistool, we held a number

of internal workshops where we lookdxyond the operational aspects of resilien¥ée ensured all

parts of the business were represented at these workshops to give us a muiwle of thoughts

ideasand opinions.

The resilience lens represents a number of key business objectives,waattyalign with the
customer promises set out on pag@, and a selection afesired stateslt has enabled us to consider
and compare a mage of investment options that add up to the best plan for our customers and our
businessand thatwill allow us to assess our progress in delivering ttiesa the perspective of how
resilient we are.

28 (KSy RS@St 2 LISand dssighetevels dzNdvaiopmeit heipdblededesirates
Using feedback froraur internalworkshopswe assigned these options a score from one to four,
with the lowest scorajiven to the options that have a low impact on our resilience and the highest
score giverio those with the largest impact.

For example, in terms of the reliability of the water we supply to customers, we have given ourselves
a score of threebut in 2024/25wne think our score will be four because of the work we will be

carrying out to implement a smart network. Similae think our leakage score witlove from a

two to a four because of the work we will be doing to meet our stretching leakage targegthiour

South Staffs and Cambridgegions, including usingnovative,sectorleadingtechnology to fix leaks.

We discuss this in more detail in sect®2.2.1
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We have alignethe resilience lensbjectiveswith the corporate, financial and operatiohgesilience
impacts to the businesas well aso customers anather external stakeholderdVe have also
stresstested our resilience lens for robustne3sis has given us confidence that we have looked at
resilience in the round across all our opeoats.\We see our resilience lens as a key tabur
disposak; and in conveying our approach to managiegilience in the round/Ve set out our
resilience lens and maturity matrix beloW/e have reflected the scores from our maturity matrix in

the resilence lens.

Customer experienc,

High levels of
trustand
affordable
service for all

Key
Where we think our projected Limited application Loblens Simetiy
ton i ilb Where we have not yet Where we understand resilient

maturity matrix scores will be demonstrated resilient working, working, but only apply it within

by 2025 but are considering it for the future isolated cases

@ > @ Medium level of maturity High level of maturity
Where we demonstrate an Where we fully integrate resilient
understanding of resilient and can working into all our operational
demonstrate its adoption within processes

most of our activities

Our resilience lens. We have assigned a score to business objectives and a selection of desired states; the higher the score,
the greater the impact on our resilience.

88



Making water count, business plan 2020/25
South Staffs Water (incorporating Cambridge Water)

Table6a Maturity matrix

What we
want to
achieve

Desired state

Customer
experience

Excellent insight anc
communications
with customers and
communities

High levels of trust
and affordable
service for all

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Level of maturity

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity 4 ¢ High level of maturity

Where we fully integrate resilient
working into all our operabnal
processes

Company has a very limited
understanding of customer views
and segmentationand
communications are generic and
standard.

Standard commnications
technology only.

Minimal formal company
participation in community.

Company has carried out some
detailed customer research and
has broad understanding of
different customer segments.

Communication is targeted to a
small degree with some limited
communty engagement.

Minimal use of new technology in
limited circumstances.

Limited business as usual insight.

Company is informed by some
detailed customer researckvith
segmentation and tailoring of
activities to community needs.
Community participation is in plac
with a few local community
contacts.

Newtechnology is widely used at
generic level.

Integrated business as usual insig
in decision making.

Company has a robust and well
informed strategy for customer
and communityengagementand
wide-scale participation and
mutually beneficial collaboration
based on extensive customer
research, segmentation,
community contacts and targeted
communications.

New technology is deployed as
normal and targeted to meet
customer segmentaon
preferences.

Multi-channel approach that draw:
on behavioural science technique
to provide an effective customer
experience.

Moderate levels of trust and value
for money scores on all surveys

Affordable bills.

Moderate levels of trust and value
for money scores on all surveys

Affordable bills

Some evidence of segmentation
and vulnerable customer
engagement

High levels of trust and value for
money scores on all surveys
Affordable bills; future customers
fully engaged and future bill
levels/scenarios tested

Strong evidence of segmentation
and vulnerable customer
engagement

High levels of trust and value for
money scores on all surveys
Affordable bills; future customers
fully engaged and future bill
levels/scenarios tested

Strong evidence of segmentation
and vulnerable customer
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What we
want to
achieve

Excellent
water quality

Desired state

Ddivering excellent
service

Understand and
able to influence
catchment activities,
including early
warning of raw
water quality
deterioration

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Level of maturity

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

4 ¢ High level of maturity

1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

Where we fully integrate resilient

working into all our operabnal
processes

Some evidence of ecreation in
decision making

engagement, including transient
vulnerable customers

Strong evidence of eoreation in
decision making

Lower quartile customer
satisfaction performance.

Poor customer systemepr people
not particularly well trained or
knowledgeable. Systems inhibit
sense of responsibility and
ownership fromour people Poor
company culture andorale.

Wne sizgfits alkservice offering,
no delineation of offering based ol
need

Single channel of engagement wit
customers.

Middle quartile customer
satisfaction performance.

Reasonable customer systerosir
peopleare relatively well trained
and knowledgeable. Company
culturefocused on diveringgood
customer service

Minor modifications to afne size
fits alkkervice offeing.

A series of conventional channels
with little innovation.

Upperto mid-quartile cusbmer
satisfaction performance.
Reasonably motivated and
knowledgeablgeople, whohave
some ownership of issues.
Customer systems in place are
moderately effective. Company
culture focused on daleringgood
customer sevice.

Tailoring of the service offirg to
OdzAaG2YSNAQ 3ISYyS
Limited range of contemporary
engagementhannels reaching the
full breadth of customers.

Top quartile customer satisfaction
performance.

Effective systems that encourage
ownership, responsibility and
engagement from acroghe

whole supply chairOur people are
well trained and motivatedyith
great company culture and morale
Service offering is tailored to
O0dzadi2YSNEQ aLISO
Extensive range of contemporary
engagementhannelgeaching the
full breadth of customers

Basic qualitative understanding of
existing catchment activities and
their impact on water quality.
Limited orpoor relationships with
land users.

Manual, intervabased water
quality monitoring.

Water quality monitors have a

limited number of parameters,

Good qualitative understandiraf
existing catchment activities and
impact of potential changes in use
Developing relationship with land
users.

Manual, intervabased water
quality monitoring with some
limited automated systems.

Good understanding of existing
catchment activities and their
impact on water quality.

Good relationship with land users
with some initiatives in place.
Some limited automated
responses in place.

Good understanding and ability to
quantify financial benefits of
changed catchment activities.
Great relationship with land users
and a number of advanced
initiatives in place.

Automated response to alert.
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What we

want to
achieve

Robust treatment
processes delivering
excellentwater

quality

Distribution and
network water
quality risks known
and managed

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

Desired state Level of maturity
1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

4 ¢ High level of maturity

|

Where we fully integrate resilient
working into all our operabnal
processes

modest sensitivity and are
unreliable.

Surface water quality monitoring
only.

Water quality monitors have a few
parameters, modest sesitivity and
are fairly reliable.

Surface water quality monitoring
only.

Modern, reliable, multparameter,
sensitive online monitoring for
surface water.

Groundwater quality is considerec
and basic aquifer monitoring in
place.

Some limited quantification of
financial benefits of chaged
catchment activities.

Modern, reliable, mul-parameter,
sensitive online monitoring for
surface water.

Ongoing research into emerging
technologies for monitoring.
Appropriate and selective
monitoring of groundwater quality
in upstream aquifer.

Unacceptable risk of water quality
failure from treatment works.

Limited scope to shut down.
No alternative supplies.

Manageable level of risk of water
quality failure from treatment
works.

Limited scope to shut down.
No alternative supplies

Manageable level of risk of water
quality failure from treatment
works, with monitoring in place.

Limited scope to shut down.
Limited alternative supplies.

Manageable level of risk of water
quality failure from treatment
works, with enhanced monitoring
in place.

Able to manage shut down
process.

Range of viable alternative
supplies.

No consideration of risks.

No risk assessment or
management plan.

Water quality impacts on
customers notonsidered in the
operations.

Risks assessed for limited number
of service reservoirs and
distribution system discolouration.,
Limited management plan.
Limited understanding on how
operations affect water quality,

leading to reactive management g
issues

Risks assessed for most seevi
reservoirs, trunk mains and
distribution system discolouration.

Management plans in place for
ensuring maintenance of water
quality.

Good understanding on how
operations affect the variability of
water qualityand managed
proactively

Risks assessed for all service
reservoirs, trunk mains and
distribution system discolouratign
and comprehensive management
plan implemented and regularly
tested.

Management plans in place, and
routinely tested to ensure water
quality is maintined.
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What we
want to

achieve

Secure and
reliable
supplies

Desired state

Safeguarding
excellent water
quality through the
distribution system
G2 Odzaizy

Reliability: a
consistent supply
that can withstand

events

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Level of maturity

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity 4 ¢ High level of maturity

Where we fully integrate resilient
working into all our operabnal
processes

Thorough understanding on how
operations affect the variability of
water quality andnanaged
proactively

Maintenance of a flexible network
enable water quality to be
maintained at all times.

No consideration of risks.

No risk assessment or
management plan in place.

No customer education
programme.

No plumbosolvency treatment.

Consideration of risk assessment.
Management plan in place
Limited customer ducation
programme.

Optimised plumbosolvency
treatment across all sources.
Targeted lead pipe replacement o
a small number of the most
vulnerable customers.

Consideration of risk assessment.
Management plan in place
Targeted customer education
programme.

Optimised plumbosolvency
treatment across all sources.
Targeted lead pipe replacement fc
most vulnerable customers.

Best practice risk assessment.
Best practice management plan ir
place

Leading customer education
programme.

Optimised plumbosolvency
treatment across all sources.
Removal of all lead within our
supply system

Leading best practice to remesll
products that could cause a
detriment to water quality from
the market

Small disturbances cause major
disruptions, high level of
unplanned ouage and an
inconsistent supphdutput.

Reactive system only, witbts of
unexpected variations.

Some understanding of future
potential events that could occur
but still reactive.

Fairlyslow recovery from
unexpecteckvents, with each
requiring bespoke solutions.

Moderate understanding of future
potential eventswith some limited
proactive contingency plans in
place.

Reasonable recovery from
unexpected events.

Small disturbances cause little to
no disruption with minimal outage
and a consistent supply/output.
Proactive operation with well
rehearsed contingency plans in
place for a rangef potential
events and rapid recovery.
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What we
want to

achieve

Desired state

Flexibility: the ability
to reconfigure and

operate system in
different ways

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Level of maturity

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity 4 ¢ High level of maturity

Where we fully integrate resilient
working into all our operabnal
processes

Limited asset health measiws&®
place.

Poor asset health.

Moderate understanding of asset
related risks, with modeta asset
health.

Minimal understanding of external
influences.

Decent understanding of asset
related rsks, good asset health.
Reasonable understanding of
external influences.

Comprehensive understanding of
assetrelated riskswith excellent
asset health

Comprehensive understanding of
external influences on system witt
communication/education in place
to influence/minimise risk.

All cusomers have an alternative
supply

Limited scope for reconfiguration
of entire supply system in the
event of loss of major source.

No scope for deployablesaets to
be taken ouf supply.
Unknown number of customers
reliant on a single source.

Modest ability to reverse flows or
reconfigure supply system.
Critical assets well defined and ca
all be taken out for short periods
without a noticeable effect.
Significant number of ctsmers
reliant on a single source.

Largescale flow reversals possible
in key areas.

Some scope for reconfiguring the
system to release lockeap
deployable output.

Critical assetare well defined and
can be taken out for extended
periods with littleeffect, with plans
in place and occasionally exercise
Active programme to gradually
reduce customers at risk by
reducingthe number ofcustomers
reliant on a single source.

Highly interconnected network
with numerous supply sources an
routes tothe cusbmer, andthe
ability to rezone in the event of a
major loss of supply.

Control systems allow automatic
reconfiguration in near real time.
Impacts of network connectivity
and flows very well understood.

All critical assets can be taken out
for significant periods of time and
no one is affected at any point
throughout the year.
Wellestablished and proactive
culture with weltpractised
reconfiguration plans.
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What we
want to

achieve

Environmental
responsibility

Diversity: the
system is designed
to have a ariety of
unconnected
sources and routes
to customers

Company has
appropriate
programmes in
place for customer
educationand
behavioural change

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

Desired state Level of maturity
1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

4 ¢ High level of maturity

|

Where we fully integrate resilient
working into all our operabnal
processes

Reliance on few connected major
water sources only for majority of
supply to all customers.

Limited alternative source options
Limited strategic storage
No significant bulk imports.

Reliance on few ajor water
sources for most of the supply to
customers

Some alternative source options
from other appropriate geographid
or source types.

Modest strategic storage.
Modest volumes of bulk import
available.

Reliance on several major water
sources for most supplies to
customers.

Several geographic and
appropriate sourcgypesavailable
with considerations of economic
and practicalmplications.
Reasonable strategic storage.
Reasonably large bulk imports
avadlable.

Allwater supply zones have more
than one source of supply
available.

High degree of diversity in
appropriate sourceéypes and
geographic locationsyith robust
economic and practical
considerations and plans in place.
Considerable sategicstorage.
Welkestablished trades and bulk
imports availableand network
routinely tested to manage
introduction.

No single points of failure in suppl
system

Company has few behavioural
change initiatives and limited
education programmes in place.

No formal measurement of value
of engagement/education
programmes. Little understanding
of costs.

Few, smallandemerging
behavioural changmitiatives in
place although kenefits are not
yet quantified.

Costs of delivery are approximate

and not allocated to specific
activities or initiatives.

Company has a broad strategy fol
customer education and
community engagement, with a
few behaviourathange initiatives
in place

Behavioural change measures are
in developmentwith some
benefits being measured. Costs 0|
delivery programmes are
understood

Gompany has a robust and well
informed strategyfor customer
education and widescale
behavioural bange.

Behavioural change measures are
in place and show tangible benefit
delivered.

Costs of delivery programmes are
well understood and prioritised to

deliver maximum benefit.
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What we

want to
achieve

Desired state Level of maturity

4 ¢ High level of maturity

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

Where we fully integrate resilient
working into all our operabnal
processes

Longterm
financeability

Active and
formalised carbon
management
strategy to account
for and minimis
carbon emissions

Carbon is accounted fdout in an
unstructured manner with no cleal
strategy anddoes notinfluence
any decision making.

Operational carbon is accounted
for in a structured manner
Reduction is considered within the
company but driven Y cost
considerations only

Consistent carbon accounting for
all operational and some
embodied (embeddedjarbon.
Carbon reduction plan is applied
and is occasionally used in period
investment decision making only.

In-depth understanding and
accountingor both operational
and embodiedtarbon.

Consistent and effective carbon
accounting process that influence
decisionmaking process on a
regular, strategic and tactical basis

Low levels of
leakage generally,
and especially
responsive to visible
leaks

Lots of visible leakage and a slow
response to wastag&kepairs
prioritised purely on economics.

A financeable
business
understanding
robust stress tests

Reasonalyihigh level of visible
leakage and a relatively slow
response time

Public reputation is deemed
important, but cost is still
preferential.

Relativelylow levels of visible
leakage and a relatively quick
response to any waste reported.
Public reputation and visibility
deemed equally as important as
economics.

Extremely low levels of leakage
and a rapidesponse to any waste
reported.

Greater weighting o public
reputation and visibility rather
than on economics.

Frontier position.

Limited awareness of key financia
credit metrics across the business

No stress testingarried out.

Limited awareness of key financia
credit metrics across the business
Stress testing carried out on actue
structure.

High levels of awareness and
understanding of how key credit
metrics work.

Stress testing carried out on both
notional andactualstructures.

All key metrics above known
trigger pointsg for both actual and
notional structure.

High levels of awareness and
understanding of how key credit
metrics work.

Stress testing carried out on both
notional and actuastructures.

All key mérics above known
trigger pointsg for both actual and
notional structure.

Future investment periods
thoroughly tested.
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What we

want to
achieve

Anticipate
future
evolution

Advanced
knowledge of
potential regulation
changes

Proactive sector
shaper

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

Desired state Level of maturity
1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

4 ¢ High level of maturity

|

Where we fully integrate resilient
working into all our operabnal
processes

Limited view of impending
environmental regulation changes
and potential future reforms.

Limited transactional involvement
with the Environment Agency.

Very reactive to impositions, not
proactively shaping regulatory
bodies to achieve balanced
outcomes

Reactive, shorterm view of
regulatory reforms.

Relative transactional involvemen
with the regulator, no ability to
influence the Bvironment Agency

More proactive, longeterm view
of impending regulatory change.
Reasonable relationship with the
Environment Agencybut a limited
influence on the regulator.

Some response plans in place.
Proactively engaged in all
consultations

Welkestablished relationship with
the Ehvironment Agencytaa
strategt and tactical leveind
proactive longierm thinking.
Relationshipvith the regulatorat
national and local leveWith the
ability to influence direction.
Clear road map of impending
regulatory reforms.

Welldeveloped response plan

Proactively engagea@nd shaping
reform and strategy

No consideration of impacts of a
changing market place.

Minimal foresight and little
thought about new challenges or
future reforms.

Limited, shoriterm relationship
with regulator.

Impacts of a changing market are
considered.

Some considerationf new
challenges and future reforms.
Responsible relationship with
Ofwat, but a limited ability to
influence the regulator.

Reasonably good foresight into
potential future challenges and
reforms.

Some plans in placeith basic
business models to deploy.

Reasonable relationship with
Ofwat, but a limited ability to
influence theregulator.

Good understanding of the effects
and influence of a changing marke
place with an understanding of
timescale and company impact.
Wellestablished relationship with
Ofwat, and ability to influence at a
strategic and tactical level.
Proactive longerm thinking.

Weltinformed views of possible
new challenges and future
reforms

Well thought through business
models, good insight and foresigh
with systems ready to depyovhen

situations change.
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What we

want to
achieve

Health, safety | A matureapproach
and security to security

Safe working
environment and
culture

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

Desired state Level of maturity
1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

4 ¢ High level of maturity

|

Where we fully integrate resilient
working into all our operabnal
processes

An immature safety management
system is in place

No visible leadershigno policies
or vision documented

Safety matters only communicate:
at an incident

No awarenessr processes
documented for cyber security
with little understanding of the
risks

An integrated management syste
is in place

Clearly articulated vision and
policies

Communication typically deliverec
as‘dne to manf2 @

Relative awareness of cyberith
awareness briefings delivered to &
our people

An integrated management syster
is in place; with managers taking
action when poor practicesa
bought to their attention

Everyone understands the vision
and policies

Communication is a twawvay
interactive discussion, witbur
peoplehavingthe opportunity to
test understanding

Beginning to implement these
layers intoa cyber security
approach. Good understanding of
the risks of potential cyber attacks

Everyone taking a proactive
approachto support thehealth
and safety culture.

Everyone believes and is
committed tothe vision and
policies

Commitment tohealth and safety,
its strategic importance and the
drive for continuous improvement
are recurring themes integrated
into all communicatn.

Good knowledge, maturityrel
implementation of thefive key
layers of cyber securityidentify,
protect, detect , respond and
recover

Basic compliance withealth and
safety legislation

Protective equipment andlothing
is provided

More advanced health and safety
plan for all company sites

Better training and communicatior|
to ensureour peopleare informed.
Risks are explained tour people
andacompetent person identified
who is responsible for each risk.

Clear health and safety plan
coveringour people andhe public
for all company sites

All workplace incidents and near
misses are reported and recorded
All our peopleare given
appropriate health and safety
training necessary to their job.
Noticeabledecrease in the numbel
of RIDDORReporting of Injuries,

Best practie health and safety
procedures adopted; focus from
the top to the bottom of the
organisation on creating and
maintaining a positive culture and
behaviours with respect tbealth,
safety andwellbeing.

Regular safety audits and
inspections from which actions ar¢
monitored, tracked and closed oul

Diseases and Dangerous
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What we
want to
achieve

Where we have not yet
demonstrated resilient working,
but are considering it for the future

Where we understand resilient
working, but only apply ivithin
isolated cases

Desired state Level of maturity
1 ¢ Limited application 2 ¢ Low level of maturity 3 ¢ Medium level of maturity

Where we demonstrate an
understanding of resilience and
can demonstrate its adoption
within most of our activities

|

4 ¢ High level of maturity

Where we fully integrate resilient
working into all our operabnal
processes

Occurrences Regulations 2013
reportable incidents.

Our peoplehave acces®
occupational health advisorand
advice and counselling.
Thereis a focus developing on
public fealth and wellbeing.
Thereis a focus ofafety firsR
with regular presentations and
refreshers

Regular staff surveys to monitor,
track and action staff culture and
behaviours.

Zero RIDDOR incidents

Fully compliant with best pracg
across the sector.

Risk elicitation
Good level of selhssurance
Culture

Sectorleading health and
wellbeing ofour people
contractorsandcustomers
Accident Injury rate compared in
and out of sectar

Knowledge share

* Shaded areas relate to our view of where we will be by 2024f#bcorrespond witlscores orthe resilience lens
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Both the resilience lens and maturity math&veevolved as a result of the workshops and reviews

we carried outacrosghe business. Whavealso refined the resilience lens outcomes and desired

states as a result of the customer engagement we carried out and teesetion of investment

options. This took the resilience lens and the maturity matrix beyond the werkadinitially carried

out with Arup which wagased on the evidence we had available at the timegable6b below, we

set outtwo examples of how and why sorgde¥ (G KS a02NBa OKIy3ISR 20SN) (iKS
initial work andwhen we submitted oubusiness plan to Ofwat in September 2018.

Table6b Evolution of our maturity matrix scores

Business outcome  Maturity Reason(s) for maturity score change
and desired state score
change
Customer From1to3 |1 Wehavell dzy OKSR G(KS | 2dzy3 Lyy2@l (2]
experience 1 We haveadunched our primary school education outreach programme
o andhavestartedto shapea secondary schoglrogramme with our Young
Excellentllns!ght apd InnovatdNBE Q t | y St o
communication with f  We have egaged with more than 3,000 household customers to
customers_ and understand what a worlglass customer experience should be. This lel
communities* to a number of initiatives, including our Alexa veamivated service, our
Yeport a leakkservice, improved containt resolution times and a wider
range of bill payment options.

7 OurF NR (2 NBIOKQ Sy3r3asSySyid LINE
has helpedshape our extra care support package.

1 We goened our community hub and used our media vehicle to educat
customes about using water wisely, and to provide targeted financial
and other support.

1 We ued our WaterSmartrial to encourage customers to think more
carefully about their water use.

1 We are carrying outrmgoing engagement with nenousehold retailers
and devdoper services customers

Secure and reliable | From 1to 3 9 During the freezehaw even in March 2018 only 0.18% of customers

supplies experienced supply interruptions of more théour hoursg placing us in

Reliability: a the t_op half of the _sector |n_ tgrms gf our _performar}ce

consistent supply 1T We |n_stalledg or will have f|n|_shed |n.staII|ng.by the end of the current

that can withstand pl_an_nlng period; enhanced.dlsmfectlon at six groundwater sources

events within our South Staffs region. We _have atemnpletely refurbished
another groundwater sources and installed a new treatment plant.

1 We have intoduced detailed nosinfrastructure asset health assessmen
and elicitation workshops across the business.

1 We have carried out asset criticality studieslaupply zone analysis.

* Maturity scores that increased by more than one unithe time between Arup producing its original report for us in April

2017 and when we submitted our business pgla®fwatin September 2018.

** Arup defined thisdesired G I 4 S -f dzt 9A AAKSYy A ASYSyd yR O02YVYdzyAOlI A2y gAGK
amended this in our business plan submission.

UWhdzi Ay GKS O2fRY 21 (0S8N O2YLIyASaQ NBalLkRyasS (2 GKS w. Sraid
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Our resilience lens wilbatinue to evolve as we develop olsamework that demonstrates an
integrated approach to resilience in the rouadd the action plan for implementing it. As part of this,
we will commitbeing more transparent about how resilient we are as a busigésat is, we are
I2Ay3 (2 WYidngiprivardNBa At A Sy OS

This includegpublishing information on our dashboard about those measures that relate specifically
to our corporate, financial and operatonBllB a A ft A Sy OS | yR Ay i{NR R@zOA y 3
section within our annual report to highlight our performance over the previous 12 moghaell

as demonstrating our resilience to customers and other stakeholdershiwie this will also helpsto
embed the idea of being resilient in the round iror business as usual activities.

2.2 Ensuringcorporate and financial resilience

2.2.11dentifyingand managingstrategic business risks

We ¢ and our Board, recognise that risks exist that can impact both on our customersand
businessAsa result our apprach to risk reflects our position as a regulatadnopolywater
company providing an essential public servitalso reflects the neefbr us to beresilient in the
round now and over the long ternWe accept that not all risks can beanaged in their etirety, but
our aim is to ensure that our risk management activities reduce their overall estihrapact to a
level that is considered acceptable to our customers and does not impagsthan our longterm
viability or our resilience as a business.

As part of our current risk management process, every six months our Exet¢eéineformally

reviews key business risks as documented by senior managers and our Group Internal Audit function.
It also reviews risks routinely ahead of this at an operationaligigidual project level. fie

Executivaeam considers the risks of the whole business and the proposed actions that are designed
to reducethoserisks to an acceptable levélhese risks are then presented to the Audit Committee

for review, challenge ancomment with any agreed actions passed to the relevant senior manager,
and any significant issues escalated to the Board.

The aims of our risk management process are to:

1 ensure that the Executivieamis able to identify and prioritise all key busines&s;i
1 implement appropriate procedures and controls to mitigate risks to an acceptable level;
1 enable senior managers to highlight, document, prioritise and execute any identified
actions; and
1 provide a bottomup and topdown holistic approach to assessimyplaaddressing
business risks ambir resilience capabilities.

We assess and score each identified risk against two factors: the overall impact on the business and
our customers, and the probability (or likelihood) of the risk occuriitig.also consider #n

estimated impact of the consequences of the risk on our asaatbalso on other less quantitative
factors such as the loss of customer trust and the impact on our reputation and brand.

100



Making water count, business plan 2020/25
South Staffs Water (incorporating Cambridge Water)

28§ dzasS | &aidlyRINR Wp E pQ skdtiag] TherstoleNdvieend ourR S (i S NIy A
lowest risk) an@®5 (our highest risk) allows us to focus our attention on the most important risks

rather than thosehat are of less significance atftat may be more easily controlled. This means that

given the natureof our highlevel risk management process, the potential risk mitigations we identify

are not constrained in terms of how difficult they are to resothe relative cost to the business

their impact on our resilience

Where the assessment of the riskore changes between the shonthly assessmentshis is
highlighted to the Executive Team afé Audit Committeewith recommended actions. The overall
risk assessment level is agreed by the Fin&ioector toensure consistent risk scores.

2.2.2Reviewingur keystrategicrisks

For the 2017/18 financial year, senior managers carried out an assessment of business risks, both
before and after taking into account the effect of any internal procedures, systems and conteols.
set out the key risks in tablébelow, detailing what they mean for yghe impact they have on a
number of differentousinesscenario®’ and the actions we are taking tnanagethe impacts and

any change in risk.

For each identified business risk, we have to address questions anhatdhe risk means for us and

for our resilience in the round, and how we are managing that risk. To assess the impact and value of
any mitigation investment, systems, procedures and controls, we review the risk ratings and profiles,
and record any changeor movements in the risks. We are continuing to embed risk management
practices at a local level to ensure out mitigation approaches align more closely with departmental
and personal objectives and key performance indicators (KPIs). This will hekpraldd resilience in

the round more effectively as part of our business culture.

When we stresgested our financial resilience as part of the business planning process, we
considered certain assumptions and a number of scenarios. In modelling these asgnaralso
took the business risks outlined above into account. See section 8.1 for more detail on our
financeability.

2Table7refen (G2 2dz2NJ w2w9 a0S$ 2ad WYw2w9Q Aa GKS NBGdzNYy 2y NB3Id:
AYLI OG 2y NBIdA I dAz2y FyR LINROS OrwyiisNRf a 2y 6 GSNJ O2YLI yASaQ
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Table7 Our key business risks

What is the RoRE What does it mean for us? How are wemanaging the risk?
risk? scenarios
impacted
The strategic Outcome There are a number of strategic and regulatory challenges ibuginess | Thebusinesglanprogrammeis being led by a dedicatedqpect team,
and regulatory | delivery plan, including: business managers and a steering group witlépth Board engagement
challenges for | incentives 1 water resources, water quality and network resilience gt every stage and an independent specialist assurance partner closely
our business (ODls)totex, | 9 achieving tleast a 5% leakage reduction involved. As part of the process we are:
plan for 2020 to | household retail| ¢ yeiyering against challenging performance commitments 1 carrying out ¢igh level of customer engagement, capturitig a
2025 E::Ol\jt:),(flgilﬁng(ng, 1 rewards and penalties creating possible volatility in custcii@lts; insights to shapeur plan. The Independe@ustomer Panel plays a
” ! q costof customer debt key role in this pl’ocess . ] .
1 embedded debt T fdzf t & dziAf AdaAy 3 Odaata glongwith otherA  {
improving customer service to developgrs customer insight to develop our totex programme
1 achieving a successful determinatjand 1  engaging specialist skilled resource in tieéds of customer
1 financing large cafal expenditurewith a low weighted average cost engagement and report presentatipn
of capital T liaising with advisors in respect of mitigating the impact of the
relatively high cost of embedded indérked debt
1  applying lessons learned from the 2015 to 2@2Biness plaprocess
ensuring thabur submission is proactively developed and fully
compliant
9  dress testing financial metrics against severe plausible and realist
scenariosand
9 increasing the scope for external assurance partners
Water quality ODls totex In delivering the highest quality wateur Hampton Loade and Seedy Mil| Significant work has beearried outat both treatment works to mitigate

failures

water treatment workshavehistoricallysuffered from some water quality
and compliance issues. Further failures could result in:

1 not delivering theconsistently high quality wateyur customers
demand;

M public health safeguarding measures such as boil orderemoving

assets from supply redirg in customer service impagt

regulatory pressure

adverse public relations affecting trust and confidenaad

dgnificant cost

= =4 =4

risks including

1 carrying outextensive internal and external reviews

1 installing an additional ultraviolet (UV) treatment process at
Hampton Loade and Seedy Mill; and

1 engaging witlregulators in terms of our long term plans for both ot
major treatment works
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What is the
risk?

RoRE
scenarios
impacted

What does it mean for us?

How are wemanaging the risk?

Health and Totex Risks associated with health and safety include: In a continued drive to improve accident rates and reduce risk we are:
safety 1 injury and fatality toour peopleand others 1  continuing to drive a culture that puts health and safety first
1 non-compliance prosecutions 1 fully utilising the Groujncident and Accident Databgse
1 external investigationsand 1 demanding prompt hzard identification and reporting
1  employer brand and reputational damage 1  conducting health andafety strategic working groupand
1 carrying out senior management alirector site and work audits
We have an aspirational goal of achieving a zero injury workplace.
Systems Totex, The loss of critical IT infrastructure could have a major business impac' Group anccompany Information Security Steering Groups wodether
availability and | household retail | with risk around: to focus on protecting the business and drive improvements through:
cyber security | costs,ODIs 1 cyber attacksresulting inexternal failures (loss of communication | § the creation of an Information Security Control team;
financing, links, power ottnternet), system failures (failure of hardware or 1 delivering a strategy to improve resilience, security and agility;
CMeX, BMeX software and reduced performancejdissues witidata integrity | our IT services provider receiving ISO 27001 certification;
(including loss or corruptionand 1  updatesof all server software to current levels;
1 lack of access to technical skills 1 continued engagement in national and international industry forun
1 provision of information security awareness training; and
1 involvement in an Network Information Security (NIS) pilot
programme.
Data security | Totex, Theda SOdzNA (& 27T 2dzNdoedrd R2 ¥ NK® & ¥ | To understand and drive compliance in this grea have
andprivacy household key area of focus with risk around: f  enacted a GDPR project that has delivered phase one and we wil
S-EII’XGMEX, 1 loss of or restricted access to data leading tack of trust from our closely monitor compliance going forwaiahd
e

customers or our people anéputational damage

1 compliance with the required GDPR regulations around the increa
data protection for individuals, and avoidance of penalties or
reputational damaggeand

M continued emphasifrom Ofwaton the need for confidence and

assurance in datae provide in our submissions.

1  rolled out training on GDPR and data security fooallpeople
alongside a companyide canmunication campaign
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What is the
risk?

RoRE

scenarios
impacted

What does it mean for us?

How are wemanaging the risk?

The reliability Totex,ODIs The reliability and resilience of our assets could cause risks around: | We are considering our lortgrm plans in the wider context of managing
and resilience of 1 our deliverycapacity for investments and maintaining our assets and supply capabilities. From thedawe
our assets 1 unforeseen additionatxpenditure requiregand 1 carried outsignificant investment expenditure on UV plaat
1 us not achieving the required outcome delivery incentives for sect Hampton Loade and Seedy Mill;
and reliable supplies. 1 accommodated significant expenditure on ninirastructure assets,
specifically our water treatment works, by reducing planned
expenditure on underground asts and in other areas with limited
risk deterioration in the service these assets proyated
1 established preferred portfolios fayur business plan, with
preparatory activity to bearried outbefore 2020
Our ability to manage these risks is dependamisecuring an appropriate
level of totex to enable us to maintain our assets.

Leakage Totex,ODIs Leakage plays a significant part in our supply/demand positibas been | Because our leakage performance is such a significant issue, we:
defined as high priority by our customers and Ofweith the specific risks| ¢ renort our current performancand forecasthe leakage position in
beingaround both regions to our Board each month;

1 poor performance having leegative impact on our reputatign 1  continue to invest in additional leakage resource across both repic
1 the need to deliver at least a 15% leakage reduction commitment| §  strive to be innovative in our detection methogs
2025 and 1 have produced detailed loAgrm water resources management
1 failure to deliver orour outcome delivery incentives, leaditm plans (WRMR); and
penalty scenarios and fines from Ofwa 1  have approved further investment in network monitoring sensors
and other technology

Regulatory Totex ODIs Risks within the regulatory environment include but are not limited to: | To mitigate and managée risk in the regulatory environment we have:

environment wholesale 1 us rot meeting ouroutcomedeliveryincentives or the required established an outcome delivery incentivenitoring system thawve

revenue, disclosures and assurance within the Company Monitoring report to our Board each month;
financing Framework

increased developer activity amtsts affecting contributions
our gearing position relative to Ofw@gxpectations

meeting changing regulatory expectatigpsirticularly regarding
governanceand

1 making sure ouannual charges comply withur legal obligations

= =4 =4

1  published an assessment of our risks, strengths and weaknesses
consultation

1  engaged with Ofwabn devédoper contributions, gearing
expectations and governance; and

1 followed the charging rules set out in our Instrument of
Appointment.
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What is the
risk?

RoRE
scenarios
impacted

What does it mean for us?

How are wemanaging the risk?

Changing
customer
expectations
and
requirements

GMeX,
household retalil
costs

The impact of changing customer requirememigy lead to:

1 afailure to meet customer expectations

1  afailureto comply with norhousehold market rules

1 areduction inour SIM scoregthe main measure of customer service
and poor performance regarding complaingd

1  increased levels of customer debt

In mitigatingthis risk,we have:

1  operated in a compliant manner within the nérousehold market

1  made further investment to improve customer senvice

1  considered our SIMt weekly meetings andt monthlyExecutive
Steering groupneetings;

1  revised oulgovernance and reporig structure in debt management
and proposed investment in new systems in this aseal

1  sgnificantly increasedur customer engagement with oversight
provided by the Independer@ustomer Panel

The future ODIs RMeX, The direction of thavater sectorin the future hagesulted in changes to | We have changed our business processes to fit with market requireme
direction of the | totex processes and operational structures within our businessdbatd give and have:
water setor rise to risks around: f  introduced a Wholesale Portal aitgholesde Service Desk
1  non-compliance with market rules and requirements 1  delivered training tdkey people within the business the required
1 changes toour wholesale operatiosto ensure waemain efficienf processes and delivery timeframes
and 1  put service measures in plaoghich we monitor each week; and
1  changes to our household retail operati®to ensure we remain 1 identified that similar approaches need to be taken as new busine
efficient process changes are ideieifl, delivered and put into dayp-day
operation acrossur wholesale and retail services.
Reforms that Totex,ODIs Including reformgurrentlybeingproposed to the upstream market and t¢ Tomitigate thsand feed intoour business planning process, we are:

could affect the
longterm
availability of
some of our
water resources

abstraction licenceghe key risks for us in this area are:

9  abstraction licences being capped at recent actual usage levels

f reductionsind2f dzy$a 2F 4l GSNJ GKI G O
certain water sources

1 pressure on groundwater body status

1  population growth

1 revised Environment Agency policy fenewing timelimited
abstraction licences; and

1 requirements from our drought plans

1  Keepingup to date with consultationen upstrean marke and
abstraction reform includingattendingrelevantworkshops and
seminars

1 engaging and working with the Environment Ageanysustainable
abstractions

1 completing a full range of demand managememgsources and
trading options as part of our long term plannjrsgnd

1 maintaining robust plans for water resources and drought
management
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What is the
risk?

RoRE
scenarios
impacted

What does it mean for us?

How are wemanaging the risk?

Financial risk ODlIs household| We currentlyface a number of financial risks based around: To mitigateour financial riskwe have:
retail revenues, | ¢ \holesale revenue restrictions {  astrong focus on, and a culture of, cost control
totex, | T the ODIrisk and reward mechanism 1  ensured we are using outcome delivery incentives as operational
househ.old re_tall 1 increasing power costs decisionmaking tools and monitoring them at Board level each
E?l\jt:)’(ﬂg?\;;ng’ 1 arequired reductiorin household retail costs month; o _ _
’ 1  operating within the requirements of the markeand 1 generated a longetterm strategic view on power costsith a project
f  ahigh level ofixed-cost embedded debt around use of gas powered generation approvedbyBoard
1  reducedourretail costs in line with expectations
1 acquired key knowledge on level playing field expectations,
maintaining goodelationships with external retailers and the mark
representatives
1  committed to submitting a strong business plamith full customer
support and
1 engaged with external advisars
Meeting our ODlIs We have a number @nvironmental obligations and reputational To ensure we deliver o@nvironmental obligations we are:
enV|r.onmentaI outcomes with which we have to comply, including: 1 engaging with customers and other stakeholders and responding
requirements 1 our customer expectations; their expectations
1 the Water Industry National Environment Programme (WINEP); | 1  continuing to work on delivering WINEP;
1 our catchment management obligations for the current period (201 engaging with farmers around pesticide yserking jointly with
to 2020); Severn Trent Water in the RivBevern catchment, and working to
1 adherence to and renewal of our abstraction licences; align our catchment management proposals for groundwater sour
1 minimising pollution incidents from mains flushing and burst main to Drinking Water Inspectorate expectations and develop proposa
events; for our business plan;
1  maintaining efficient levels of per capita consumption; and 1  regularly nonitoring abstraction licence usage
1 the needto look after our environment 1 taking sample dischges to give early warning of potential pollution
failure;
1  monitoring water efficiency and biodiversity through monthly
reporting of our outcome delivery incentives; and
1  measuring biodiversity and carbon against our outcome delivery

incentives.
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What is the
risk?

RoRE
scenarios
impacted

What does it mean for us?

How are wemanaging the risk?

Brexit

Totex, ODIs

There are operational risks in both our South Staffs and Cambridge reg

around Brexit, including the potential for limited supply of chemicals,
critical component parts and higher prices. This has the potential to im
our operationsjncluding our ability to produce water and operate our
assets and the networkhere are also secondary effects around potent
food/medication shortages, which could impact on our ability to staff ou
locations.

We have prioritised the risks in ordergifjnificance, as follows.

1  Maintaining chemical supplies.

1 Sourcing critical component parts/spares.
1  Fuel and generators.

1  Secondary effects.

We are concerned about our limited ability to stockpile chemicals beca
of the limited storage available and tiséability of the chemicals if they ar
held for long periods of time. This may result in higher costs to the
business.

We are working collaboratively with Defra and Water UK to mitigate ris
where this is possible, based on the reasonable worst caserszena
presented by Defra. This includes sharing data about stock levels,
operational consumptions and supplier/delivery routes from the EU. De
is acting as a conduit to the UK Government to ensure critical supplies
prioritised should there be disrupn in exports from the EU.

We have created a Steering Group, which meets each weeisdass
risks and agree actions. We have liaised with our suppliers and identifi
the biggest risk items, including critical components and stores items, v
a view toincreasing stocks to suitable levels to mitigate the potential ris
28 KIF@S ai201LAfSR AAE Y2yiKaQ
Y2y (iKaQ g-Bskdpates.2VE halve?also arranged with suppliers
stockpile the most critical chemicals.

We ae noting and monitoring the cost impact of any Bregiated
activity.
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2.3 Ensuringpperational resilience

Being resilienintheroundA & a2 YSGKAY3 ¢S G 1S OSNE aSNR2dzafed
expectations about thexperience they receive from us continues to rise, so the level of service

failures they will tolerate will fall. During 2018 we experienced two-veald scenarios that have

tested the resilience in the form of our responsiveness and recovenf our processes and systems

in very different ways.

At the beginning of March 2018, following a period of sustained freezing temperatures, we
SELISNASYOSR I FNBSTSkiKIFIg S@Syild 1yz2éy O2ff 21 dzAl ¢
increase in leakfoth within our network and within the properties of our household and-non

household customers. This significant increase in leakage resulted in greater demand for water on our
network, which in turn led to a reduction in the volume of water in our semgservoirs below levels

we considered sufficient to maintain adequate supplies to customers. To cope with this, we

responded quickly and reduced the pressure on our network, which enabled us to maintain supplies

to our customers across both regions.

Following this event, we updated our winter contingency plans to include:

1 more proactive communication with customers about preparing for wiritéis

included providing free pipe lagging kits to our customers over the winter period
2018/19

more proactive commnication with our supply chain;

using predetermined mechanisms to identify and support vulnerable customers;
offering support to hospitals and care facilities that do not have appropriate response
plans in place;

1 reviewing our Priority Services Regisded refreshing our contacts in local government
and Parliament;

isolating supplies to avoid leaks in unoccupied properties;

maintaining a 24/7 social media presence during the event;

identifying bottled water distribution locations; and

reviewing the numbeof 4x4s within our fleet of vehicles.

= =4 =4

=A =4 =4 =N
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Andin summer 2018we experienced & | || | Be
| W "“’ Water

a prolonged period of hot, dry
weather, wih rainfall levels
considerably lower than average.
Throughout this dry spell we i | it
monitored our water supplies e /M o 1
carefully, so that we could be sure wdl. | | (4
were able to meet demand
effectively. As part of this, we
prioritised leakage and allocated
additional resouces to fixing leaks on
our network. We also used a range o
channels to communicate with
customers about the need to use
water wisely. This included using our
YSRAI QGSKAOES FyFE
2 NNA2NEQ (2 GFft T : ,
ways to save water and give aw CKNBS 2F 2dz2NJ W2 | GSNJ 2 1 NNA 2 NB Q
water efficiency devices. wisely on the road during the prolonged dry spell in summer 2018.

wise

While we think both events demonstrated the overall resilience of our network, there is no room for
complacency and lessons we can leaparticularly if the effects of climate change mean that
extreme weather like this becoss more common. Because we are committed to resilience in the
round, in developing our plan, we have completely reviewed our approach to defining, quantifying
and presenting resilience.

2.3.1Adopting a resilient investment approaglthe decisioamaking
framewark

To address theseperational and business challengese have adopted a different and innovative
approach to that taken with previous business plan submissions. We have taken a more holistic view
of the longterm supply capabilities of our network, talk with and listening to our customers to
understand what they really wartand what they can afford to pay. We have done this for two
reasons.

f 2SS NBO23yAasS GKS AYLRNII yWwedregidonfcgcr andy 3 6 Se 2
considering both our imndiate and longierm planning and investment needs.

1 Using more careation, we want to identify whether there are alternative approaches
that might help our customers nogvand our customers in the future, who will benefit
from the longterm investment thateveryone pays for in their bills.

So, we have reviewed and evaluated all our existing operations across the water resources in both
regions. We appointed Arup to help us develop a robust and flexible decs&img framework that
would guide our longerm planning strategy, and help us select the optimum portfolio of investment
options that form the basis dhis plan.
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We also followed water sector best practice by taking int -, » & g

account guidance fromUKMW X G KS &1 (S N;_O( S » UKAYT 2 dzh
NBaSI NDK 62R&s 2y RSOAaA2ISambitious and stretching. |3 y 1 §a
term water resources management plahs LuaQa | o6oz2dzii YI

We wanted a framework that enabled the full range of
options available to us to be compared against each ot

countc for our customers, ou
h communities, the

so that we could sele¢he best combination for our environment, our business a
customers and our circumstancesiow and in the future. our peopleq now and in the
As such, our approach has enabled us to consider a wid F dzii dZBEﬁ)ﬁne Cooper

range of options, which we identified through internal
engagement with our people and external engagement

Director of Asset Manageme

with other key stakeholders, in the areas of: and Regulation

T

water resources and water trading that is, considering all our water sources and

making arrangements with neighbouring companies to ensure reliable supplies to
customers can always be maintained;

demand managemenwhich includes things like reducing leakage on our network, and
educating and informing our customers about the benefits of switching to a water meter
and the need to use water wisely;

refurbishing or rebuilding our major assetsuch as storage reservoand water

treatment works; and

groundwater, which is the water we take from our boreholes in both regions.

We have also used credible, leading
independent experts to collaborate with

A rte S I a ARU P us and each other to help shape our
Con su |t| ng plans. This was so we could be sure we

were taking a randed view that
represents the best plan for customers

ATKI N S Hartley and one that is robust, flexible and
McMaster responsive to their changing needs and

requirements over time. Looking at our
operations in this way has enabled us to

We worked with Artesia on demand management, including leak:  jdentify the best mix of options going
Atkins on reviewing options for our water treatment works; Arup ¢ forward, and ensure we are making

resilience andlecision making; and Hartley McMaster on the
analytics to support our decision making.

water count by continuing to meet all
2dzNJ Odzai2YSNEQ ySSRa

Throughout the process, we engaged continually with all our key stakehadekiding customers,
regulators, neighbouring water companies and thdependent Customer Paneto ensure a robust
and transparent approach.

We set out the main stages of the decisimaking framework below.

BW2 wat

H N M g DexiSiah KigkiRgiProceaad Risk Based PlannibgizA R Iy OF ®1&2016Y 2 L
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e ASSESSMENT OF NEED

Acknowledge/own risk

- Identify risk

- Identify root cause

« Priority setting

- Review and challenge

201 5'1 6 - Decide on intervention options

Two-way engagement with:
« Drinking Water Inspectorate (DWI)
- Internal colleagues

OPTIONS GENERATION AND FEASIBILITY CHECKS

Progress options and establish planning approach - Use multi-criteria analysis to determine and model

- Initial feasibility studies to develop and refine solutions
options «Internal review and challenge
- Engage independent customer panel with long-term - Understand impact of options on high-level

planning approach and intervention option objectives
development - Align with company’s high-level objectives

Two-way engagement with:

- Independent customer panel ITERATIVE SCH EME
L SELECTION PROCESS (St

- Ofwat
- Internal colleagues

Water trading
Water treatment works
resillience
New resources
Incremental build
Complete rebuild
Demand management
Other potential solution

Impacton
risk to service

Alignment with
stakeholders

SCHEME SELECTION

Commit to a solution
- Preferred option or
combination of options

Two-way engagement
with:
+ Independent customer

Affordability

agreed panel
+ Progress detailed designs/ - DWI
feasibility - Ofwat

- Value engineering
« Promote decision

- Environment Agency
- Internal colleagues

Two-way engagement with:

- Independent customer panel
-DWI

- Ofwat

« Environment Agency

-« Consumer Council for Water (CCWater)
« Customers

- Internal colleagues

Optimum solutions
(assured by third party)
taken forward into

the business plan

2016-17

PR19

Syt BUSINESS PLAN FORMATION
Q1/2 Q3/4 Q1/2 Q3/4
- Collate company risks « Local and departmental review - Plan optimisation (cost-benefit - Final business plan produced
- Understand custiomer priorities of potential investment solutions  analysis and investment optimiser) « Customer acceptability of plan
- Identify investment needs « PR19 Steering Group review - Delivery of company high-level - Board sign off

« Develop scope/costs objectives

2017-18 2018-19

Two-way engagement with: Independent customer panel - DWI - Ofwat « Environment Agency «
= CCWater - Customers - Internal colleagues ‘

Our decisiormaking framework.
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Ourdecisiofy I TAYy 3 FNI YSG2N] Y20Sa | gl & Fad@®nsedthat¥2 y S
leastcost investment options are not the only ones we should consider. This represents a step
change for us. It has meant combining our approach to how we manage our assets with eur long
term water resources management plans to give ukeardine of sight between our preferred plan

and the services our customers expect us to deliver.

As such, it is a more innovative, leadigdge approach that represents a move towards considering
all our assets in the round, through our core objectiverisg against our:

OdzaG2YSNEQ LINBTFSNByOSarT
operational resilience;

environmental sustainability and deliverability; and
totex requirements.

= =4 =4 =

Although it is fairly difficult to quantify these core objectives, as a result of our extensive engagement
with stakeholders, we recognise that they are crucial to making a robust decision. Our decision
making framework allows us to effectively and consistently capture a wide range of investment
solutions and appraise them against these core objectives in terms of:

1 their operational resilienceto ensure a stable, highuality water supply for customers
now and over the long term. This includes:
- flexibility, to ensure an integrated network that enables us to switch easily
between different water sources as and when reqdi
- reliability, to ensure our critical assets are available as and when they are
needed; and
- diversity, so that we have enough water sources available to help us deal with
a range of different drought scenarios;
1 their environmental sustainability to minimise the impact of our business on the
environment;
1 their deliverability ¢ that is, how easy the option is to deliver and over what period
of time; and
1 customer preferenceto ensure we are delivering what our customers have said they
want, andwhich we have checked against other data sources so that we can be sure our
engagement process has been transparent and robust.

The outputs from the decisiemaking framework feed into an innovative, midtiteria analysis

(MCA) model, developed in congtion with specialist management consultancy Hartley McMaster.
It is this step between capturing and scoring investment solutions in our decig&ing framework

and deciding on a final investment portfolio that takes us further than the-lbesefit anaysis we

have used with previous business plan submissions. We think the complexity of the model and the
way that we have applied it in an adaptive and responsive way is at the leading edge of the sector.
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'f AdYySR 6AGK hTgl 6§Qa MINBENEANNGS RteVibEBEyERQaARNg, Of23/yaA R S
2dzNJ | LILINR | OK T2t #ia térins df béihglthe Bést eHedtiveRahdyaip®priate

method of decision making for the scale and complexity of the challenges facing us. This dual

approach has giversithe capability to enable customers to-ceate and shape our plan. We then

triangulated this with further customer insight, including priorities and willingness to pay data, so that

S O2dA R 0SS &adz2NB (GKS TFAyLl{ LlpanfofForrfcus®mesT Ay @dSadyYsS

It is this clear line of sight from customer engagement through to output investment portfolios that
has been at the core of our approach. And it is demonstrated both in the process of generating
planning options and within our cgotex modelling capability to understand the final selection of
investments we are putting forward in our plan.

Our MCA model incorporates qualitative and guantitative stakeholder appraisals of the investment
options across the broad range of core objedidescribed above. It also evaluates how effectively

they deliver in the short and long term. We do not consider it appropriate to constrain our analysis to
5 years or even 25 years. Instead, we have taken a much longer view of the challenges we may face i
terms of water quality, changes in demand and climate change.

This led us to ask ourselves the following questions.

1 How do we ensure we meet our future demand requirements for water across a range
of different scenario®?

How do we make sure we are miriimg water quality risks across our network?

How do we ensure the robustness of our decisigasnd what they will deliver for our
customers; now and in the future?

T
1

The advantage of using an MCA model is that it allows us to assess and evaluatéfa&edwveen
investment options across competing objectives while considering a wide range of scenarios to
ensure we are being flexible in our ability to adapt to a changing future. This is a key component of
real options analysis.

To give a sense of the ramgnd scale of our analysis, we have considered more than 1,000 different

investment options over an 8@ear timeframeg ultimately equating to about two million potential
options (taking start times and different demand scenarios into account) to feedurtmodel.

2.3.2Making the right investment choices

We had two key parameters that any modelled output had to deliver against. These were:

%Wz wat HAMAQS58OAKZRY al {Ay3a tNRPOS&aa FyR wial .FaASR tflyyAy3
35We consider our future demand for water agdittwee scenariog Wy 2 NY I f & SF NJ Fyydz £ F @SN} ISQF Y
F SN} 3SQ yR WRNE &SI NJIONRGAOIE LISNA2RQ® ¢KS y2NXYIf &SFEN Iy
millions of litres) with normal or average weather patterns. @heyear annual average is the average level of demand for

gl GSN) 20SN) 2yS @SIENY LG A& I WRNE @8SIFIND 6KSYy RSYFYR @SN} 23S
encouraged more people to do things like water their gardens, use paddling @oake more showers. The dry year critical

period is usually in the summer and is related to the weather. It refers to the peak volume of water used for the activities

outlined for the dry year annual average ratio.
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T GKS tS@St 2F RSLX 28t 06fS 2dzillzi FTNRY &adzJJ &
volume of water we can access undee worst historic drought conditions for both
regions®; and

1 our ability to provide the resource at the required quality.

These parameters were a firm constraint for any of our model runs. So we could be sure we made the
right investment decision, we alehallenged our base case assumptions around demand, resource
availability and drought scenarios when modelling potential future extremes. This enabled us to
understand how different the future would need to be to change our plans. For example, when we
looked at groundwater levels in our Cambridge region, our model suggested that bringing previously
abandoned sites back into supply would provide the required additional resource. We discuss this in
more detail in appendix A29.

By using the core objective geg for resilience, customer preference and deliverability, we were

further able to stress test our plans. In doing this, we included a number of revised options so we

O2dZf R 0SS &dzNB 2dz2NJ LINBFSNNBR LX Iy ¢l lgoindiBlédad A Sy 4 |
additional water trade and reinstated a number of underground water sources to improve our

operational resilience. And we increased our demand management options as we know from our
engagement and coreation that our customers have a stgppreference for such approaches. See

appendix A29 and A33 for more detalil.

This gave us a preferred portfolio of investment options to take forward for 2020 to 2025 and
beyond, which we outlined at the start of this plan. We then tested and reviewed thagms

rigorously with key stakeholders so they could understand the outputs clearly. This included carrying
out extensive and kdlepth scrutiny with our Board, the Independent Customer Panel and a dedicated
sub-group of the Panel.

To enable us to effeistely demonstrate the outputs of our multriteria approach, we developed

parallel ceordinate plots that display the relative impact of a range of portfolios upon each of the

modelled objectives described above. They allowed us to compare the outpedsiobf the

modelled scenarios and interrogate the portfolios to understand the individual investment options

that were driving the best balance across the objectives. We ran many different scenarios and

sensitivity checks on these outputs. The summaryipléigure3 below illustrates a range of output
LRNIF2fA2a8 YR GKSANI RSt AGSNE F3AlLAyad GKS O2NB 2
portfolio is one that represents delivery of our letegm resilience, at a relatively low cost, and that

isscored highly by customers in terms of their preferences. There is more information on these

outputs in our cost adjustment claim (see appendix A33).

5SLJ 28 0f S 2 dzip kddzfrainédbiNa nQrBblr @fiothek factotsfingluding the volume of water we can legally
take from the environment, the quality of that water, the treatment processes we use and how we move water round our
network. Specifically, our level of service deplolg output is based on those historic droughts where we require additional
measures to manage our water resources, and the likelihood of us needing to introduce restrictions on how much water
customers can use.
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Figure3 Parallel ceordinate plot: multicriteria analysis output portfolios

Output Operational Environmental Customer
Portfolio Resilience Deliverability Sustainability AMP7 Totex Preference
i " e
Max Resilience \\\
P f::. \\\‘ i
," \\\ /
% / \ s 7

Max SVT

Least Cost

Optimised
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We also tested the key elements of our final investment portfolio with customers so that we could be
sure it properly reflected their priorities. We received overwhelming support from our customers for
our plans, with an acceptability score of 83%.

2.3.3Takinga combined approach

So far, we have described our strategic,®2 ¢y | LILINR | OK G2 YIFI{1Ay3 ad2NB 4
future demand for water. Because we wanted to be sure we had sufficient expenditure to provide

the services customers expect, we also usedhauar, bottomup approach to assess all our assets.

This complements our decisignaking framework and muttiriteria analysis. It also enables us to

assess business as usual expenditure through a more traditionabensfit analysis approach using

ourLY @SaidyYSyd hLIAYAAlLIGAZ2Y G22F FyYyR FfAIYy GKAA GAl
rounded and consistent view of where we need to invest across our regions and our business.

Our Investment Optimisation tool enables us to take a balanogldrmnsparent approach to
identifying options for investment by providing a common platform to appraise:

1 estimated costs;

1 estimated benefits to customers;

1 timings of the investment; and

1 estimated uncertainty around need and costings.

Crucially, it incorprates customer preference for our investment choices by using willingness to pay

data in valuing the benefits of investment against key service measures such as water quality and
AYGSNNYzZLIGA2y & (G2 &adzlX @d 2 S | NB fwillnghBsSuepay@ F h F o+
PR14. So, as we discussed in section 1.3.3.2 above, we have triangulated the final values with other
customer engagement, including day-day insight.
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To ensure a robust approach, we have applied an appropriate legevefnance to the process. We
did this by:

1 using historical levels of service in our assessments of investment need;

1 documenting our assumptions when estimating service impact, which were reviewed
internally and assured externally;

1 using our document managnent system to ensure consistency of data; and

1 engaging with the Independent Customer Panel, taking into account its input and

challenge.

We discuss the outputs of this analysis, combined with those of our-oritétria analysis in more
detail in appendi A29.

We are confident that the breadth and scale of the work we have carried out to develop our plans
will ensure our customers continue to receive resilient and reliable water supplies now and over the
long term. The following chapters contain the sffiesiof our plan. In addition, the Independent
Customer Panel have gone into real depth to challenge the engagement and the assumptions with
our plans.
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3. Putting customers at the heart of our plan

Summary

We recognise that our customers want a positive sereixperience based on flexibility and choice
We also recognise that they want us to be easy and straightforward to deal with. So, syl
nearly £12 million a yedretween 2020 and 2025 to provide our customers with the most efficier
innovative echnologyenabled services, giving them the opportunity to access services how anc
whenever they want.

We also know that our customers are individuals and want to be dealt with asawutkove are
tailoring help and support in a way that best sulitsitliequirements. With so many customers to
serve, technology is an important enabler for this. We are the first company in the sector to
implement an artificial intelligenedriven debt management system, identifying customers as
individuals, enabling ustfocus our attention and resources on those customers who need the n
support but doing it efficiently. Embedded use of thiparty data also enables early intervention fc
customers who experience a change in circumstances.

But segmentation can alsdgy an important roles well We have carried out a thorough
segmentation exercise and identified figistinctgroups within our customer base. This has create
a platform from which to offer tailored approaches such as water conservation messages and
different bill presentations. Some customers want to understand more and interact more with u
others want ugo be silent unless there is a problem to fix. Both desires are equally legitimate.

We will continue to broaden our digital offering, including mobile apps and further-actoeated
capability, to help us deliver solutions for many but also for spegifigps, such as the visually
impaired. We will build further on our existing offshore capability to increase cost efficidecsre
clear that digital solutions are not the only ones we should consider. So, we have developed al
experience that allows owustomers to contact us through any number of channels, including el
our website and in person at our community hub or in their own homes. We see our communit
as a way of reinforcing our presence in the communities we serve and raising ourvpitbfiber
customerslt is an important initiative and we will build upon it.

In another first for the sector, we are delivering full functional separation of our household retail
wholesale activities. This will drive a greater focus on our customers by increasing transparenc
clarifying roles and responsibilities and in dasegdriving performance improvements for custome
We believe that adopting a mirgkt that customers can shop around in a monopoly business is
positivethingand we are doing thi&\ll our customers are important to us. So, we are introducing
performa/ OS O2YYAGYSyYy (G F2NJ wnun G2 wnup GKIFQ

a wholesale RMeX. They have told us clearly that this means doing the basics well by always
providing good efficient service and having clear escalation pregedsich in turn enables them to
operate effectively in a market that demands tight control of costs.

We have also made a step change in our approach to how we deal with developers over the p
years. We patrticularly want to work with and support teaevelopers whose priorities align with
ours in terms of building more watexfficient homes. We are keen to embrace competition within
the developer services market and have created a level playing field by giving customers the
information they need to ltoose the services that best serve their particular circumstances. This
includesintroducingt W02 aid LISNJ LJX 230Q | LIIN2F OK (2 LINK
Cambridge regions. This will help developers to work out the costs of thgcfgonore precisely.
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3.1 Making water count our promise to our customers

Our customers

Our promise... We will commit to...
« Delivering great customer service to our household
customers, achieving upper quartile for the sector on
C-MeX
« Delivering great customer service to our business
market suppliers (retailers), with a satisfaction score

of 93%

o - Delivering great customer service to developers,
We will offer a great achieving upper quartile for the sector on D-MeX

customer experience and
get your feedback to help

us keep improving

3.2 Delivering great customer service to our household customers

3.2.1Developing our approach to delivering a great experience for our
household customers

We recognise that our customers want a positegviceexperience based on flexibility and choice.

So, we want to be an organisation that delivers far more than just a service to our customers. Rather,
we will provide them with the most efficient, techragly-enabled services in the sector, which they

can access how and whenever they want. We know this is what a lot of our customers expect of us
most of the time. It is also a very efficient way to provide a service.

But we also know that some customers fihe idea of digital seléervice or using a call centre
challenging, or that it does not suit tlieeeds. So, at the same time, we will use the efficiency we
gain from this to provide highly tailored and, where wanted, faxéace services to our custars.

In doing so, we want to be recognised as the sector leader in our approach to working with
vulnerable customers.
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For example,_ our data shows that while a b||||_ng call take & ®tail must go beyond

about four minutes on average, a customer visit to our . .

community hub takes about 25 minutes and a home visi del!Ve”ng a ser_woelt must

takesabout 45 minutes, excluding travel time. In purely deliver a meaningful

sconomic ter_rgs, thfese servicg Thartl)rlme ha_rd to justifyzjl experience for our customer:
ut as a provider of an essential public service we nee . . -

consider all these things in a broader context. We are that I§ taIIQI’ethO their -

committed to developing and aintaining these crucial A )f RAGARdzZ £ ¢OA

faceto-face services alongside our digital platforms and Gordon Morrison, PR19 Lea

trading efficiency gains from one to support the other. 5 ,sehold Retail Services

We want to deliver a positive experience for our

customers, which recognises that they demand individuality, fléyikihd choice. More importantly,

we want the way they deal with us to be easy and straightforward. So, we have redesigned our
processes around our customers, which has resulted in a significant improvement in the experience
they have with us. This incluste

1 setting up a team to deal specifically with customers in our Cambridge region
recognising the tailoring of our service they prefer;

1 proactively contacting customers who might otherwise face higher bills because of a
sudden increase in water usage, &ample, to discuss options around payment;

1 improving our existing communication channels and introducing others, such as Twitter
and Facebook, for our customers; and

1 changing the tone and style of all our customer communications, trialling tailored
communications to different customer groups and measuring their responses.

We have also focused our attention on keeping customers informed during any work we carry out
and have invested in customer service training across our business. As a result of twertkaadd
commitment of our people, in 2017/18 we achieved a combined Service Incentive Mechanism (SIM)
score that ranks uurth in the sector, compared with 2016/17 where we rankedth overall.

We have also seen a reduction in complaints of 36% itsouth Staffs region and 38% in our
Cambridge region over the pagtar. Complaints in our South Staffs region are now at their lowest
ever levek and areone of thelowest in the sector. In addition, we have significantly reduced the
number of days it tads to resolve written customer complaints from an average of nine ida3@17
year to an average difve daysin 2018 This is seh the context othe normal measure for the sector,
which isten days. We are confident this performance puts us in a gfioosition to deliver our
stretching and ambitious plan for the future. We are committed to driving these performance
levels further.

In parallel, we have reduced our retail costs through a combination of

closing our Cambridge regional call centre
consolidaton onto one billing platform

increased use of offshoervices andveb selfservice
simplifyingour management structureand

boughtin costefficiencies

=A =4 =4 =8 =9
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At the same time, this change has enabled us to increasespamninghours and improg the

resilience obur operation.For example, whave deliberately invested more in our fididsed

support workers and in building a digital team. Our comparative analysis shows that in terms of retalil
cost efficiency, we are igor aroundg upper quatile.

3.2.1.1Customer sgmentation

In addition, we have sought to really understand who our customers are and have carried out
extensive engagement with them. Through this process, we have identified five key customer groups,
2N wasSaySyidaQs adble&oklows\Ehileivezvayela Mindafe tosefve all our
customers, regardless of their circumstancess cloes not mean we have to provide one service
experience. Retailers have used segmentation for a long time to debpaemderstandinghey have

of their customers and tailor offerings accordingly. We have embraced this technique and are
confident our customers will benefit from it over the coming period.

Table8 Our key customegroups

Description of segment What relationship they wantfrom us

Customer

segment

Very time pressed, juggling all their commitments
As a result, d not think much about their water
and do not want their time wasted. Often online.

Want us to make it quick and easy for them to
manage their account, how much water they use
andany interactions with us. Use of digital channg
is very important.

Highly engaged with how much water they use al
their wider communities. Expect a very high level
service from companies they use. Want a person
relationship.

Looking for us terovide lots of support to help
them save water and be an active part of improvi
the environment and the communities they live in

Often financially pressured and time pressed. Lik
being online and using social media.

Looking most for support with wa to help them
save money on their water bill and making it easy
for them to manage their account.

Highly engaged and using the latest technology.
Managing their lives online. Switched on to savin
water.

Looking for services that allow them to savater
and money. Use of digital channels is very
important.

Highly engaged with technology and their networ
of family and friends. Admit to not thinking much

about their water usage.

Looking for us to offer a valifer-money, reliable
service.

All these groups are equally legitimate, and while we recognise the customers within them have
similar attributes, we are keen to treat them as individuals and tailor our offerings to their specific
circumstances.

So, to illustrate, we researched a range of service propositions with our customers. We found that,
for example, Group Bs were motivated more by propositions that recognised environmentally
focused actions, with more than 70% saying they found a numiteesé ideas appealing or very
appealing while our Group Cs were primarily concerned with whether or not our services could save
them money. See appendil6for more details.
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3.2.1.2Considering other sectors, geographies and materials

Our thinking has alsobeekd LJISR o6& f221Ay3 i woSad Wwy Ofl aa A
engaged with a renowned futurist, Mark Dowid2 K Sf LJ dza 6 SO G SNJ dzy RSNA G |
businesses and think more strategically about how customer expectations are likelghajted in

the years ahead. In addition, we looked at wide variety of case studies, customer satisfaction reports
and customer stories, and visited a number of different organisations where we spoke with

employees of all levels.

Q
VR

In some cases, we have begaiready to implement change.

f  Thegrowth of voiceactivated assistans & dzOK | & ! YI 1 2y Qa 90K23z Sy
explore the potential of these devices. Through engagement with our customers,
particularly those with visual impairment, we have created aelivdred what we
believe to behe most comprehensive Alexa skill in the utilities sectdt enables
customers to understand, for example, when their next bill payment is due or why their
water may have an unusual colour. This allows customers to tal@nagsily without
necessarily needing to contact us directly. We discuss the potential for this work in more
detall in sectiorB.2.2.2

1 We have developea similar capability to that used by West Midlands Fire Service,

LINE GA RAY 3 | £ A ye}sothat th€) dzh dadily 8P |eakEhidkaigyfs

with customers telling us that they want us to be easy to deal with. As well as giving us
the exact location of the leak straight awaygiescustomers the opportunity to upload

a photograph. And iteablesus to keep customers up to date with information about
how repairs are progressing.

1 LY FRRAOGAZ2YZ 6S KI @S O2yaARSNBR O2YLI yASa f
economy through selémployed communittbased workersWe are using this capdity
to offer work to individuals who want this sort of flexibilihand have already trialled it
in our South Staffs region with tasks like ad hoc meter reads in rural areas, targeted void
inspections and fiekbased photo surveying activities. As wallproviding additional
support to fieldbased teams in particular, we think the flexibility of this approach will
enable us to deploy our resources more efficiently, keeping our highest skilled people
focused on the most complicated tasks for customers.

Ore of the reference points we have usedd t ¢/ Q& NB LialFervigezfidencF ¢ | 0 2y
benchmarking’. We have taken some of the examples and added to them based on our visits to
companies within the energy and financial services sector to creabendined best practice matrix.

This covers

prevention;

tailoring debt journeys
billing;
communications
metrics

payments
consequences

=4 =4 =8 =8 -8 -8 9
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content/uploads/2017/10/250710fwatRetaitServicesfficiencyl 2. pdf
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support schemes
culture;

data; and

aged debt.

= =4 =4 =4
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51 specific action®ur plans for 2026 2025 address these pointd/e ae already working towards
them.

3.2.1.3Wholesale service experience

We recognise that many of our customer interactions happen in the field or in relation to the

Odza i 2 YSNDR& SELISNA Sy OS . Phase ardofr wholesalB AtlivifieS andING €k RS (1 K
be vital in shaping@ dza (i 2vie@shEu©as a business. With this in mind, we have already delivered

a number of changes and will continue to make further progress before 2020. For example, we have
appointed a Head of Wholesale Customer Service, whose ieaesponsible for the continuous

review of processes and performance across our wholesale business. In adkitioayeintroduced

a process of proactive customer satisfaction calls for recently completed work. This information

enables the teams thatacried out the works to understand the root cause behind any issues raised

YR NBOGATE GKSY ljdaOlte 0SF2NBE ¢S t2aS GKS Odzai
between performance review and improvement.

We have already seen a number of tangibenefits as a result of introducing these changes,
including:

1 an internal service delivery process that focuses primarily on the experience customers
have with us;

1 a greaterunderstanding among our people of customer service. To date, 320 of our
people have received customer service trainiQgpr example, on supporting vulnerable
customers. We have used innovative rplaying exercises based on rif¢ scenarios
to deliver this training; and

1 an overall improvement in 2017/18 in our SIM score acdraesponding reduction in
complaints, which we discusdin more detail in sectiod.2.3

So we have been carefully considering our futurstamner service offeringiVe haveused varied
reseach technique and segmentatiowe looked at other vertical magks and other countries and
we haveconsulted with expertaviost importantly perhaps, we have begun to implement change
right now to benefit customers aharealready seeing the benefits of thBut there ismuch more to
do for our household customers amee have created thre@terconnectedwork streams; customer
support, customeservice and retail developmentto help us deliver what they want.

3.2.20ur plans for the period 2020 to 2025 and beyond

3.2.2.1Customer support

We will ensure we always provide the right level of support for our customers. This is set within the
wider context of rising consumer debt within society. For example, Fitch Ratings, the credit rating
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agency, warns that consumer debt is rising by a r&tk086 a yed?f. In addition, official figures from
the UK Government show that Council Tax arrears increased by 12% between 2012 dhd\2al&7
personal debt increased by more than £920 pét adultbetween May 2017 and May 20P8We are
mindful of the inpact of these and other pressures on household incomes, and know we have
customers who may require additional help or support for financial or other reasons. This means
offering a range of support measures which recognise that:

1 being visible, trusted andrpsent in the local community is important;
T SIFOK Odzad2YSNI A& Yy AYRAGARIZ X 6KAOK YSIya
support they receive from us to their specific circumstances;
i customers can use the communication chanpet range of channelsthat best suits
them, such as faew-face visits, phone calls, emalil, social media, vaittesated
technology or apps;
1 customers may need a number of payment options available to them that are flexible
and easy to understand;
data is used in smart wayand shared with different partners and agencies;
help and support that is available from third parties is easily signposted and accessible; and
technology is used in an innovative walput does not stop us delivering a personal
service or make us hardey deal with.

=A =4 =4

Ultimately, we want to be recognised #e leading provider of outstanding customer and

community-driven care in the sectqrputting us at the heart of the communities we serve. So, as well

Fa hT¥el 1Q&8 Odzali2YSNI SERSNKNOIFOSSYSRAE dINB I @By 26 YV2IVY
period 2020 to 2025 to ensure 40,000 customers who are struggling to pay their bills are receiving

financial support, whether this is through our Assure social tariff or receiving help from our

Charitable Trustior example. Central to this is the work we are doing on affordability and

vulnerability, along with our approach to community engagement, which we discuss in more detail in
section4.3.2

We will also have a commitment to ensure that 5% of customers oPoarity Service Register are
receiving the full benefits of our extra care support package. This is an innovative, bespoke package
that will offer a range of tailored services to customers. We discuss this in more detail in section
4.3.3.2 And we willcommit to check the validity of our data by making sure that any customer on our
Priority Services Register with a priority 1 code (for example, because they are on dialysis) will be
contacted once a year from 2020/21. All other customers will be contastedy two years.

The main thing for us here is to recognise all customers as individuals, tailoring help and support in a

glre GKIG oSad adaAada GKSANI LI NIAOdzZ F NI NBIjdzA NBYSy
situations may be the result aftemporary change in circumstance, such as redundancy or the birth

of a baby. So, as part of this, we have developed connections with organisations that work with

certain groups of customers, suchW€ 2 NO S & ¥, »ffeding semidési liKeTlexible payment

prompts.

BYPEKS 285S1Qr b alé& HAmMy D

39 Swift Money, 24 October 2017.

40The Money Charity, July 2018.

AYC2NDSE F2NI2FNNVGKOQ 2FFSNE SySNHe | ROAOS (2 aSNBAOS LISNEZY
campaign aims to reduce the risk and minimise the impact of fuel poverfgrmer and current members of the armed
forces.www.nea.org.uk/forcesforwarmth/
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We have also looked at the way Scottish Power deals with customers in debt by sending text message
reminders and links to payment systems as a way of reducing customer effort. Thiileasced our

own decisions on debt management, where we have trialled the capability so that we can be sure it
delivers for our own customers. Early feedback on this has been positive. And we have considered the
British Gas approach, with its highigined teams and sugroups of experts for the most complex

cases. So, we are enhancing the level of support given to, and received from, people across our
organisation, making sure we have the right skills in place to meet the demands of customers now

andiy GKS FdzidNBod 28 INBE OFfftAy3d GKA& 2dz2NJ WSEG NI

section4.3.32.

We are continuing to work closely with our credit reference agency partners as well as our own
segmentation and data analysis to ensure we aekimg better use of our dataand enriching it

with additional data. This will help us to better identify those to whom we should provide immediate
support. It will also enable us to derive:

1 residency status, using three independent sources of data (rdkiaa the sector
standard of two data sourceg)putting us in a secteleading position;
vulnerability markers, which include information about bankruptcy, for example;

T
T &a02NB o0lyRax gKAOK RSUGSNXYAYS I OdzAad(2YSNDA
T

asset bands, which take maiccount things like credit card limits and secured loans,
for example; and
f  previous collection history.

This will make our billing processes more accurate, both in terms of our current customers and also
for those households where we have been unable to identify a current occupier or, indeed, any
connected water supply. We are building on our existing cdipaln this area. It will also help us to
deliver more modern and responsive revenue collection strategies and enable us to reliably identify
those customers who are most able to pay and proactively support those who need more help. It

O

meanswearemoving g @ FNRY | W2yS aAl Sz FAda ffQ I LILINRI

of customerfriendly solutions.

Our openness to innovation has continued with our new debt management system. We have carried
out an extensive review of the systems currently available because we wanted something that truly
broke new ground. So, in another first for the sector, we are implementing a debt management
solution that embeds artificial intelligence (Al) to create highllored, individual customer journeys

for debt management. More importantly, the Al will identify early changes in customer behaviours,
which canindicatemore wideranging financial problems and enable us to proactively support these
customers beforehey fall into debt.

Our new debt management system will allow us to developtiea collection strategies, using a
number of customer behaviour traits. The management information we will have access to will give
us a detailed picture of debt managemeeported, for example, by strategy, age or vulnerability.

And because it will enable retiine, constant monitoring, it means we will be able to proactively
tailor our responses to individual customer circumstances.
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NOW 2025

DJ’H

FINAL DEMAND

Vol

Wewant to break the cycle of debt lproviding tailored help and support to customers, along with a range of payme
options so that they can pay in the way that best suits their individual circumstances.

In addition, taking into account the things we have learned from best practice armhouresearch,

6S oAttt 2FFSNI 2dzNJ Odzai2YSNAR | FIFNJ ANBFGSNI NI y3S
and micropayments. This reflects the changing face of modern employment and the variable nature

2F a42YS 27F 2dzNJ O dza Thes¥ Shahged wilSskeholyt keyeBue tdlledtionS NI/ & @
percentages increase, resulting in lower bad debt and our early years cash revenues increase by more
than £1 million. We will benefit from the efficiencies gained by early collection of revenues and pass
thesebenefits on to our customers.

We think shifting our focus in this way will transform the customer jourtteyill also enable
customers to receive help and support from us in a way that works best for them, and that meets
their needs rather than ours. this way, we can develop and drive sustainable ways of helping
customers to get out of delasf and, more importantly, stay out of debt.

Our customer support commitments
We will:

I support40,000 customers who are struggling to pay their bills;

1 grow our Priotly Services Register from 38,000 in 2019/20 to 60,000 customers by
2024/25. This is more than 8% of households across both regions;

9 provide a fully bespoke extra care support package to around 2,000 Priority Service
Register customers each year;

1 implementa new artificial intelligenceriven debt management system, which will go li
in 2019, to collect debt more effectively and efficiently through bespoke customer
journeys;

1 embed new third party data services into our debt collection processes to improve
targeting and pick up on early distress signs; and

9 use testto-pay technology for certain customers as a reminder when their payments
are due.
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3.2.2.2Customer service

For us, delivering tailored, personalised services for our customers includedeasiimgedge digital

approaches. We are using our ongoing customer engagement and insight to understand and adapt

GKS aSNBAOSa ¢S RSEADGSNE NBFESOGAYy3a 2dzNJ Odzad 2 YSN
the journey that best suits their circumstees at any particular timeand respond immediately to

those changes. For example, they have told us that they want us to:

1 make it easy to resolve any issugand to do this quickly;

1 keep them updated, using the communication channel of their choice;

1 ensure they only deal with one person so that they do not have to explain their situation
over and over again;

1 make sure our people are engaged and understand individual issues; and

1 be professional and take responsibility.

Technology will also play an incsirgg role in supporting and communicating with customers during

supply incidents. During the freeze/thaw event, for example, we effectively used traditional voice

channels alongside social media and text messages to keep customers informed. Moving feevard,

will enhance this capability furtheimproving our responsiveness and resilience in terms of incident

recovery for customers.

Our customer segmentation work will also provide an important step forward in providing a more
tailored service. Before 202@e will introduce our segments to all our service stéfe will also fit

our segments against our current customer database. Finally, we will pilot tailored communications
around bill formats, metering campaigns and other communication activities tahltestuccess of

the segments in terms of customer reaction and responsiveness.

Gartner, the leading research and advisory company, predicts that by 2019 more than half of all

mobile digital searches will be voice or visual searhésaddition, we undestand that websites will

increasingly need to be voice and visual search compliant to optimise user experience. So, we have

already launched our initial voide O G A @1 G SR 2 ¥ F S NA y 3 O ngsedrch suhgsisQa 9 OK:
that by the end of 20183% ofour customers owad some form of voiceactivated assistant. And if

ownership in this country follows the pattern currently seen in the United States of America, then we

can expect this number to rise dramatically to 75bfy 2020.

2DF NI YSNE We¢ 2L LINBRAOGA 2 yi® Novddbed 1728 2 dzZNE St F F2NJ alyadeQa aris
43 Gartner,voicebot.ai/2017/04/14/gartnefpredicts75-us-householdswill-smartspeakers2020/.
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How we are...

Using technology to enable flexible and innovative thinking

We have considered the benefits of using Amazon’s Echo device to help
customers - for example, by informing them what to do if they have no
water or if they want to submit a meter reading.

However, as a result of a conversation between Amanda Bruce, our
Customer and Community Engagement Officer, and a representative from the Sandwell
Visually Impaired group in our South Staffs region as part of our ongoing community
engagement, we were led into thinking about the benefits of a different approach. This was
true co-creation because we were engaging with an end user who has specific knowledge
and experience of a situation that we would never have thought about.

Given that 1:30 people in the United Kingdom currently have some form of visual
impairment, and that RNIB predicts this figure is likely to double by 2050, we started to
explore how such voice-activated technology could help these and other customers on a
more personal level. This led us to consider a solution that uses voice-activated technology
to inform visually impaired customers about visits they are expecting from us. Specifically, we
have explored whether it is possible to inform the customer in advance about the visit and to
give them a security code that will be known only by our company representative.

What this shows is that because we have carried out a lot of dialogue and engagement to
really understand our customers’ needs, we have been able to take a flexible and innovative
approach to our thinking. This has led us in new directions and caused us to look at new
opportunities for delivering more meaningful, personalised services to these customers now
and over the long term.

Our initial analysis gigests that 63% of interactions are from customers who want to find out their
account balance, with 7% using it to submit an automated meter readitegwill expand this
capability, enabling customers to switch from Alexa into aWiphone call withour contact

centre should they wish for example, in the event that a meter read submitted through Alexa is
rejected. This new channel shift feature will increase the benefits of the Alexa technology
considerably.

And we will do this efficiently, expamdj our existing offshore capabilitwhere appropriateto

handle 80% of our nemoice transactions, such as email enquiries, by 2020/@5 increase on the
current level of 63%. We will also expand our offshore scope to include some management
information work, as well as some aspects of our financial reporting. Oustésngstrategy is that
where we can automate our nevoice activities using technology such as bots, then we will do so
provided theend customer experience is good. Together, thesecigfficies will help to fund more
faceto-face customer interactions and enable the people in our contact centre to also take more
time with customers where needed.

28 FNB O2yTARSYG G(GKAZ G6Aff O2y{NRG dzi Sannlgin |

which they communicate with us. We are predicting that the number of customers calling us will
reduce by 30%, while the number of transactions taking place usingese# channels will increase
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by more than 60%. This includes capability to nadgments, ask for an account balance and notify
us of a change in addregshree of the five most common customer reasons for contacting us.

We know that there is much more we can do to bring about the innovative service delivery that our
customers expet through transforming our approach to digital technology. This includes, for
example, using Al to enable a completely automated, online engagement for customers who are
eager to engage with us in this way, and using automated processes to report anthplapks.

In addition, it includes customers using our online capability when they move home, enabling them to
carry out the process at a time that best suits them. As well as making things easier for our
customers, it will also minimise the number ofd/@roperties on our system. And, as we have
described earlier, when a customer reports a leakcaesend a link to their device that has the
capability to use grid references and pinpoint the exact location of that leak. It alstiyive

customer the bance to send us a photo of the leak so that we can respond appropriately and use our
resources effectively.

It also includes things like offering our customers the ability to track jobs online so that they know
when an engineer is due to vigiincreasing the transparency of the services we offer. And it includes
making more use of bots, which are software égations designed to perform straightforward,
repetitive tasks, to enhance the customer experience. Research suggests that 69% of customers
prefer chatbots for quick communications or straightforward issues. Indeed, while these are a
relatively recent inngation, research suggests that 15% of all consumers have engaged with a
chatbotover the past yedf.

Through our segmentation work, we also knthat when asked about contact preferences against a
series of scenarios, our customers said they wanted to be able to communicate with us through
numerous channels. All but one segment wanted electronic channel capability. This reflects what is
happeningm wider society. For example, the number of smartphones continues to geowl by

2022, it is expected thatimost 54 million people the UK will own orfé.

We also know that different groups of customers want to engage with us in different ways and our
work in this area is about us understanding how best we can target our products and services. For
example, based on feedback from our customer research, we are developing our mobile app
capability. We are doing this work over several phases asthe &vels O2 YLX SEAG& I YR
requirements increase. The first phase will enable our customers to carry out a number of functions
to make their lives easier by allowing them to access services at a time that suits them. This includes,
but is not limitedto:

updating their personal details on our system;
receiving copy bills;

paying their bills; and

submitting meter reads.

=A =4 =4 =4

Our app will also allow customers to use certain functionality without having to log in each time.
While we recognise there are timaden additional security is appropriate, our customers have told

44 State ofchatbots research, 2018.
45 Statistag the Statistics Padal.
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us they prefer to stay logged in so that they have the easiest experience with us. As well as being
intuitive, the clear design of our user interface means that it is easy for our customeasigate.

One area where we have already started to trial alternative delivery thinking is on the models for

different services. We are mindful of the legitimate concerns that some consumers have with this

approach, but have considered how the model ddogst inform our thinking. So, we identified that

we have a number of lowskilled tasks that we are using more highly skijeshd expensive

SYaAySSNE (2 LI SNF2N¥YoO ¢KAA Ay GdaNYy 61 & AYLI OldAay3
in terms ofmore highskilled tasksas well as improving our overall resilience.

By identifying a number of tasks that required little or no specialised equipment or training, we are

odZAf RAY3 | GF&1 We2N)] 0221Q UGKIGi®B268 WESYTENRDO
join and see what work we are offering. We pay these people for the tasks they carry out, which vary

from routine meter reads, delivering leaflets through to taking photos for surveys. Each person who

wishes to participate will need toednonstrate certain key competencies through online training

assessments, such as Health and Safety. We will provide any equipment needed. We may also use

this new approach to offer pattme work to highlyskilled members of staff who have retired from

full-time work and now wish to work flexibly. While this will have particular benefits for customers in

the more rural parts of our South Staffs and Cambridge regions, it will also deliver efficiencies for all
customers.

All this digital expansion has conseques for our existing contact centi/hilewe predict volumes
of callswill reduce we believe complexity of customer interaction will increSsewewill

WLINE F S Anuricantadt cetra, Sith our people offering more support for customers who
contact us with a range of more complex problefad his shift in emphasis will result in our people
providing a wider range of support and advice for customers in distress with highane, more
transactional contacts being conducted mainly through-setf/ce or digital channels. This means
making sure our people can empathise with different customers in different situations.

To demonstrate our commitment to customer service excellence and continuous improvement, we

are currently working with our contactcdrNBE (G2 206G Ay GKS LyadAadadzisS 27
ServiceMark accreditation. Achieving this recognised national customer service standard will validate

our dedication to providing the highest levels of customer service.

Our customer service commitments

We will:
9 implement tailored communication strategies based on our five customer segments;
9 expand our current Alexa voice assistant functionality and add Google Home;
1 launch Android and IOS apps by 2019.
I complete 80% of our newoice customer service transamtis offshore;
I see a 30% reduction in telephone contacts and a 60% increase in onlisersalé;
9 increase online functionality to include move in/move out, leakage reporting and job
tracking;
1 implement chatbot technology across a number of custofiaeing processes; and
I obtain Institute of Customer Service ServiceMark accreditation.

“WPal Ayl AYyAy3d GKS KdzYky (G2dz0K Ay Odzad2YSNJ aSNBAOSY 2 KI G &2dz
Managed Services, December 2015.
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3.2.2.3Retail development

Ourretail development programme is also a very good example of us thinking differérelyrave
considered carefully the nenousehold water retainarket, which opened in April 2017, and which is
already driving new thinking in terms of both service and efficielhéy has also clarified the

respective roles of retailers and wholesalewhich in turn is driving mutual accountability. We think
these are positive changes. We understand that the future potential for a retail market for household
customers is uncertain. Ofwat has stated its view clearly that there could be benefits for customers,
with an indicative valuef £6 per household’. While we are not specifically validating this, we

believe there are benefits to our customers from this new model that can be accessed vifthout
market being open.

hyS SEFYLXS A& Ay 6KIG 68 OFtt 2dzNJ WYSGSNI G2 Ol a
meter reading, billing accuracy and revenue collection is crucial in the new market. This also

encourages a quick resolution of billinigLites. We have also seen that through the new market

there are real benefits in setting clear performance expectations through a market code for

wholesalers and retailers. Customers in turn will ultimately benefit from the clarity this provides.

So, inJuly 2018 we put in place the building blocks to functionally separate our retail and wholesale
activities for household customers. This will create a retail arm for our household customer business
and mirror the model we would adopt should the househathil market open for competitionVe

are the first company in the sector to do tlsthis way

still provide wholesale
abstracting, storing, treating

1989 (privatisation) 1st April 2017
to 2017

2020 to 2025

Retail activities: Non-household customers in
Meter reading England can choose to

switch supplier
Customer service

Specialist retailers now Retail activities:
Wholesale activities: provide: Meter reading
Abstracting, storing, treating, Meter reading Billing :
and distributing water Billing Customer service
Meter fitting Customer services
Helis e Wholesale activities:

Existing water companies Abstracting, storing, treating,

and distributing water
Meter fitting

S Maintaining the assests
and distributing water

We want to be e
retail ready and gain ZII'SthI.n the water sector to
‘early mover' advantage Qs
Co-location \ \

Cultural change
Customer advocate
Retail focus

New business
model

Streamlined

processes and
unified reporting New
governance
arrangements

Our retail story.

@) 2aGa FyR 0SSy STARE ARTY Aly20 NSRdeGASYTI AD X Y I€iRker P026Y SNE Ay 9y 3t I vF
www.ofwat.gov.uk/publication/costdenefitsintroducingcompetitionresidentialcustomersengland/
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And, as highlighted above, we will improve our cash collection performance. We will structure our

retail finances so that we simulate theovking capital implications of operating as a separate retail
odzaAySaa oAGK2dzi 1 O00Saa G2 GKS gK2fSalrfSNDa FAy!l
LI 8YSyid 2F (GKS ¢K2fSalfSNRa OKFNHSadntmeteh 8 oAttt S
reading, speed of cash receipting and also in resolving customer bill queries quickly. This is a

transformation in the way we operate today and we believe it will be of real benefit over time as the

new way of thinking takes root.

We will have thé new model fully in place for the start of 2020/21. As a first step, we halaeated

our inrthouse Retail Customer Service team within our outsourced contact centre to enable us to work
more effectively as a retail business. Separating our retail ardeshle activities will create a

sharper focus on the role each one plays in delivering excellent services to customers and make them
mutually accountable to one another. In addition, we know the current business processes, flows of
data and measurement gferformance between our wholesale and retail activigesincomplete

and lacking in transparency

It will also create a distinct and focused retail culture within our business. Our household retail team

gAftt STTSOGABSt e 0S5O0 xhienghgmawHosaR huginess MIprovide & LIA 2 Y & Q
service that will meet and exceed 2 dzNJ Odza (i 2 YSNE Q SELSOGlIGAzyaod G
the wholesale business to constructively challenge the way in which queries, tasks and data are

generated ad managed by the retail business. All of this will be managed through an enlarged

interface point which we call our Wholesale Service Desk.

We will introduce new Board governance arrangements around our household retail activities. This is
so that we carconsider our household retail performance at Board level and more clearly understand
the interaction between retail and wholesale activities, especially where they drive the customer
experience. Finally, we will share the results of this change witlheguitators andvater company

peersso that it can bef wider benefitto the sector as a whole

3.2.3Benefits to customers of our approach

Our approach to delivering a great customer experience for our household customers has a number
of benefits.

1 It is a more tdored, personalised approach than we have adopted in the pasd one
that treats customers as individuals.

1 LG A& FtSEA0fST SylofAy3da dza G2 NBFOG G2 OKI
quickly and responsively.

1 It makes more effective use digital technology and platforms to deliver better services
to customers. This is somethingon whichwe will increasingly focus our attention.

1 It is stimulating thinking within the business that could lead us in different directions,
enabling us talevelop new and innovative services.

1 It is raising awareness of our business in the communities we serve and reinforcing our

identity as a reliable and trusted local company.

1 Consolidating our systems will drigesaterefficiencies within our business, reducing
our costsoverall

1 It will deliver a great customer experience for the long term.
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We are also hoping to bring the benefits of the opening of the-nousehold water retail market

(see below) into the household stomer space. Ultimately, it is about our customers having trust in

us and feeling valued by us in return. These are areas where they will be able to hold us to account in
terms of our performance each year.

3.3 Deliveringgreat customer service to our busirsaarket
suppliers

On 1 April 2017, the new retail water market opened in England. This allows all eligible non
household customers to switch supplier. The aim of the retail market is to drive competition and
innovation, delivering lower bills, improvedstamer service and more tailored services for
customersThere are 42,500 nehousehold customers that are eligible to switch supplier across our
South Staffs and Cambridge regions.

The retail market in England is operated by Market Operator Service8IO8L(), which is owned by

the trading parties that operate in the markélOSLestimates the retail market could generate a net

benefit of £200 million to thé&JK economf® a h{ [ Q& NBfS A& (2 LINBOARS (K
governance services and the infrastue to enable norhousehold customers to switch supplier. It

has also built the central IT systems for the retail market.

3.3.1Developing our approach to delivering for our business market suppliers

Since theetail market opened therdave been significant chges in the way traditional water

companies operate. The activities of taking water from the environment, treatment, distribution and
YEAYGFEAYAY3 GKS LIALIS ySGg2N] o0GKS WdzLlad NBFYQ | O
O2YLJ ye& o XNy Kif KSSINJf] Se | O0GAPGAGASE O00GKS WR2gyal
business market supplierefWNB G F A f SNA QO 2LISNI GAy3a Ay GKS YIFNJ]Si

i meter reading;
1 customer billing; and
1 customer service (including enquiries and corms).

We summarise how the market works below.

48 MOSL websiteyww.mosl.co.uk
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How the water retail market works

Retailers

m""r‘i"‘

Water company

Businesses |

Billing

Meter reading

S,

Customer service

666

Specialist retailers now provide these services to business customers.

How thenornthouseholdwater retail market in England works.

When the retail market opened in 2017, we transferred our-horaisehold retail operations and
related assets to SSWB Ltd, a fellow company witilerSouth Staffordshire Plc group, and exited the
non-household retail market. Our parent company subsequently entered into a joint venture with
Pennon Group, the owner of South West Water, to create a larger retail organisation within the
market.

As we disussed in sectioB.2.2.3above, the new retail market is generating a cultural change within
our businesg, encouraging evecloser collaboration between business service partners, including
our contact centre, to deliver the required outcomes for retailand their end customers.

3.3.20ur plans for the period 2020 to 2025 and beyond

We currently have agreements in place with 22 retailers. We provide services to all these
organisations on a fair and equitable basis to support both their specific aetittiyn the market
FYR GKS YINLSGQA 208NItf 202S0GA0Sa®

Within the retail market, there are currently two sets of KPIs. These are:

1 operating performance standardawvhich measure the time taken to deliver a retail
work request compared with a specified seevievel. These standards include activities
such as replacing a faulty customer meter; and

1 market performance standardawvhich measure the time taken to update the market
compared with a specified service level. These standards include activities such as
updating details in the market following a meter replacement.
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Since the retail market opened, our focus has been on delivering performance improvements in both
these areas to support our retailers. We want to make their interactions with us easy and
straichtforward ¢ we know from the specific engagement we have carried out with retailers that

when they ask us for something, they want it delivered within the service level agreement without
any further interventionSee appendiR4for more detail.

So, we will introduce a performancemmitment for the , .
A < - : & C N@y\experience, South

LISNAZ2ZR HAHAN U2 HnH—pS-Qﬁ)AGG ) Yw

o YSEadNB 2F NBGFAf SNEQ &Staffsare the easiest dzNJ LIS NJF

wholesaler operating in the retail market. It has been co wholesaler to interact with.

crea_ted with them SO we can be_Sl_Jre it supp_orts their The team are very goayg

requirements.We will use the existing operating

performance standards and market performance from the off they wanted to

standards as the basis ofNeX and combine them with ~ build a good relationship witt

our own yearly retailer satisfaction survéye will use the | ;s. Communication with ther
following metrics to derive RleX. A A ?ciBlﬁSiﬁ&'SS market

1  Operatingperformance standardg 33%. customer
1 Market performance standards33%.
1 Retailer satisfaction survey33%.

We will collect the satisfaction element of the measure from our-tdeglay insight as a wholesaler in
GKS NBGOIFAT YIN)Y SO ¢fgf Bxandpd, if wiedekefvaa cenaplaiat fratn afiazNId S @ &
household customer.

We also want to make sure that we are doing the right things for retailers at the right time. We have
focused our attention and resources to date on testing our processes and thinking. Essérigally
about doing the basics well and always providing good customer service to retailers. It is also about
driving more efficiencies internally. This is enabling us to take a mordadomgapproacht,

particularly in terms of developing a blueprint icompetitive market for household customers in

the future.

3.3.3Benefits tobusiness market suppliecs our approach
Our approach to delivering great customer service to retailers has the following benefits.

1 We have a dedicated team that understands the neafd®tailers and communicates
with them efficiently and effectively.

1 Our approach is straightforward and our communications are clear and consistent,
which means retailers get the information they need when they ask for it.

1 Our new RvVieX measure is aboulriving improvements in our performance so that we
can deliver the services our retailers want. We have set ourselves a tdrg@¥o of
retailersbeing satisfiedve have provided them with good service. We want to challenge
ourselves; and other wholesales ¢ to improve and drive the sector forward.
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3.4 Delivering great customer service to developers

We understand that each building development is unique. To that end, we have a dedicated
Developer Servicgeam, which guides and supports developers of allsstheough the process of
gaining a new water supplit.also advises developers on the design, pricing and construction of new
water mains and connections regardless of the scale of the development. So, if a development
requires a new water main, the dewgler can ask us to install the pipework and connect it to the
YSG62Ny ® 2SS OFfft GKAA WNBldAaAaAGAZ2Y QO

3.4.1Building a new approach to developer services

We began the current planning period with lower quartile performaot@8% whercompared with
the rest of the sector. This comparison is made agairesisures published Byater UK and Ofwat.
This was not a level of performance that we thought was acceptable. So, we have made a step
change in our approach to the way in which we deith developers. This has included bringing in
new skills with experience of the constructisurveying and retail sectors.

, . - As a business, we are learning how to build and maintain

WWe are Co_mmltted to be_m@ effective relationships with these important customers,

sectorleading performer in - now and over the long term. To support this, we have

the water sector by providinc launched our DeveloparQ C 2 NHzvasieSsignifiéantip K

our customers with great enhanced the working relationships and are pivotal to the
. continueddevelopment of the servicewe offer In

§erV|Ce 'eYe',S &hf)pen _ addition, ourcollaborative work with Fair Water

OZ2 YLISUAUAEZY C connections has been really effective and has ensured all

Andrew Lobley, Director of stakeholders are engaged as our processes develop.

Operations Our engagement with our Develogekbrums to date has

confirmed that customers want;

information that is easy to access through a straightforward website or portal,
early engagement to enable more effectipee-planning and preparation;

better communicationg, particularly in the form of facéo-face site meetings;

an account management approach, with a consistent chain of communication with
someone who has detailed knowledge of the sector; and

T I YmSSNd@soach to save time and resources.

=A =4 =4 =4

We are pleased that the changes we have made to date have delivered a significant improvement
and we are able to report levels of service for the first quarte2@i8 at 99.6%. This placesinishe
upper quartile whea compared with theest of the sector.

But, we are not complacenive will continue to build otthis improvement to ensure weatisfy the

expectations set by ourselves, customers and Ofwat in delivering a relationship that is mutually
beneficial and susinable in the future.
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In itsPR19methodology Ofwat introduced EMeX,which is acomposite performance commitment
comprisingperformance measurement against service level agreementaaittlependent survey
of developersnew appointees (NA8Yandselflay providers (SLRS)his newsectorwide
performance measure will also caafinancial reward or penaltydepending on ouperformance.
We welcome this measure and will embrace the challehgeesents We will alsaleliver the

AN ¥ A A ~

systemsandprocé&sSa G KI G O2yairaidSyidte SEOSSR 2dzNJ OdzadG2YS

The framework in which our Developer Services team operates is set by Ofwat, which oversees the
charges we set for things like new connections to our netvamidk bulk water supply agreements

that we set up with other organisations. In December 2016, it published its prindjalssdcharges
scheme rule®, whichit updated in December 2018ne of the aims of these rules isgmmote fair

and equitable treatment for all developers.

LY HAaMTX FYR GF{AYy3 h¥sliQa OKFNHSaE aOKSYS Nz Sa
industryand other key stakeholdeimn our developer services charges. This engagement helped us to
increase our understanding of the needs of different types of developers, such as:

small builders, which may build only one or two properties a year;

large developers;

developers that specialise in building industrial and commercial properties;
SLPs;

NAVs and

retailers.

=A =4 =4 =8 -8 =9

We are putting in place a transparent and tailored : A = A x x
approach for deglopers that we will continue to develop actkKs L‘JNTB O Saa
over the period 2020 to 2025 and beyoqeve are calling SP€eds Up our life in that we
thisourw2 yS (S| Yz 2yS lappiacts a: can give an unconditional
We are also ke.en to embrace competition within the offer while Waiting for South
developer services market and have already created .

level playing field by giving customers the information th %taffs Wate,r to Ve_”fy those
need to choose the services that best suit their particulas O 2 adNave appointee
circumstances.

We have listened to our customers, and as a result of this engagement, on 1 April 2018 we

Ay iNR RdzOSR hkpprescretaipiicing J&Hich shibul Be developers to work out the costs
of their projects more precisely. This will help to deliver the continued transparency and certainty
developers said they wanted from us.

One of the biggest changes for us with thizrkvhas been to align the charges across our South Staffs
and Cambridge regions. We have done this for reasons of transparency and consistency. Following
consultationat our Developer Forurm November 201,/we have also simplified our processes by
introducing a single application form, primarily to help those developers that have previously found
our processes complex and confusing.

“Y/ Kl NBESa a0OKSYS Nz Swn@dwahgdvéalk/pilficatmh@obediestemdulest m ¢ d
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3.4.20ur plans for the period 2020 to 2025 and beyond

T2 SyadiNB ¢S O2yaraidSyidte RSt AJDSNeargimfedsditing sy | YR
a number of initiativesincluding:

GKS O2yiliAydzSR SELI}yaArzy 2F 2dzNJ SEA&GAYy3 5850
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continuous monitoring of our own performance through regular interaction; and

incentivising theconstruction of more water efficient homes.

= =4 =4 =4

Our existing Developarkorums haveworked very well and helpedssto better understand how we

can support this very important customer gralfye have already leagd that these customers

value clarity and transarency of charges. As we furthagvelop our charging mechanismgg will
formally consult and use these forums to further explore and test ideas from the customer base and
those used by other companies to provide greatectorwide standardisation. We i continue to
facilitate these forums on a periodic basifowing us to consult with attendees as we continue to
review and improve.

We have already initiated a programme of digitisation that will allow us to significantly improve the
speedandconsiSty Oé 2F (NI yal OtAz2ya ¢gKATS S¥ENPOARYyI (GKS
through an online portal. This is an extension of mechanisms we have already put in place to help

retailers providing services to ndrousehold customers through our Wholesaérice Desk.

Ourrecentcustomer engagement identified thigoup of customeras being extremely time
constrained and that it does not have the time to complttte numerous surveyi could potentially
receive fromdifferent water companiesSo, weare develognga digital approach that allosws to
measure performance through our d&y-day interactionsWe are currently developing thilution,
whichwill allow customers to provide very quick and easy feedbahls will enable us to ensuoair
continuous improvement is tailored to meet their needs.

We have set challenging targets relatingsater efficiency, which rely partly atevelopers building

to enhanced efficiency standards. There are currently no nationwide mechanisms that encourage this
behavour. So, we have created an incentive through our infrastructure charging mechiism
encourages construction to industlyading standards specified bye Home Quality MarkHQM)

andthe Building Research Establishment Environmental Assessment MBR&EANM We discuss

thisin more detail in sectio6.2.2.4

3.4.3Benefits to customers of our approach

Our approach to delivering great customer services to developers has a number of benefits.
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1 It is a straightforward and transparent approach that enalslestomers to choose the
services that best suit their particular development circumstances.

1 It promotes competition options for customers when engaging developer services
markets.

1 There are defined processes both for dalf providers and new appointmenrésd
variations, together with their own sections on ouebsite

1 It offers new incentives against water efficiency targets for properties, based on existing

industrybenchmarks (see sectidh2.2.4for more detail).

1 It provides clarity of pricing to cugtwers by aligning charges across our South Staffs and

Cambridge regions.

i It reinforces our commitment to making sure the full cost of new connections is

recovered so that existing customers are not creggsiding new customers.
1 It ensures there is no delrient to service for existing customers.

351 2¢ 2dzNJ LX Iy YSSOa h¥él 0Qa

Our plan for 2020 to 2025 will delivgreat customer servicey giving our customers personalise
help and support that is tailored to their individual circumstances. It veil ehable customers to
communicate with us in the way that suits them besising technologyenabled and facéo-face

approaches that ensure we do not leave any customers behind.

It is alsaaffordable as we will continue to seek efficiencies by automapingcesses and using
offshore capability where it is appropriate to do so.

In addition, it demonstrates how we are moving the sector forward usingvative approaches.
This includes, for example, being the first in the sector to implement an artificéligencedriven

debt management system and functionally separating our wholesale and retail activities.

Finally, our plans for retail will help make our service miesflient overall. The new technologies
we are planning to adopt build towards a greater understanding of customer behaviours, whi
helps us service themand manage our riskin a wide variety of ways from customer service

through to debt management.
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4. Connectng with our community

Summary

Customers in our South Staffs and Cambridge regions pay, on average, among the lowest w
bills in England and Wales. They always expect value for money for the services weddlsiep
want the certainty of having bilthat do not move up and down a lot each year.

We want to be sure our bills remain affordable now and over the long,tamdhave taken the
step of providing flat water billgaking on the risk of inflation to provide certainfyhis meansur
customers will know that either the price of their unmetered water bill or that the price of eact
unit of water they use will stay the sam@ver each of the five years between 2020 and 2025, ¢
typicalnominalhouseholdbill for the water services werovide will be A47.

But we know that some people can struggle to pay their bills. We are committed to making s!
that help and support is always available for those who need it. In recent years, we have
completely changed our approach to how we idgnthd support vulnerable customemnd have
focusedour attention on community engagementVe have madeneaningful connections with a
range of local community organisations, working in partnership with them to deliver the right
levels of help and support.

In April2018 we launched a pioneering staup project and opened a community hub in one of
the most socialhdeprived parts of our South Staffs region. The vision for our community hub |
it to be an accessible and trusted location where custorsarsinteract with us and other suppor
agencies in a friendly and informal way. And while it may not make sense when viewed throt
strictly economic lens, it is the right thing to do in terms of public service.

Our community hub enablass to engage \h customers who may be categorised as vulnerabl
and who want to deal with us fade face, as well as to build relationships with local community
organisations. It is also a vibrant, wedled space that is creating genuine social valpatting us
at the heart of the communities we serve.

We want to be recognised as the leading provider of outstanding cust@ndrcommunitydriven
care in the sector. So, as well as opening an additional community hublandching anumber
2T Y20Aft S in4téeds that vizlidentiffKagzasing the most need, we will also launch
WS E (i Mpackape thyiBe2,000 customers a year access toespoke service offer over and
above the60,000 we expect to have on our Priority Services Regist20p4/25. And wewill
provide financial support to 40,000 customers by 2024/25. This is more than 95% of those w
think may be eligible.

In addition, we will raise awareness of the need to use water wisely in the communities we st
2S gAff RSOSt 2 ddledgd aay dhdetsiSrdlingioSvReie whtgt comes from and
how precious it is as a resource. Over the period 2020 to 2025, we will engage with 3,000 yo
people face to face each year to help them learn how to use water wiseywill also provide a
wide range of seklservice educational materials.
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4.1 Making water count, our promise to our customers

Our promise... We will commit to...

« Providing financial support to 40,000 household
customers struggling to pay their bills
- Providing extra care support to 5% of customers

v on our Priority Services Register every year

Working with 3,000 young people a year, helping
We will offer you the rig ht them to learn about the need to use water wisely

level of su pport as and « Ensuring 60,000 customers are registered on our
Priority Services Register and that 90% of these

when you need it and help are checked once every two years
you to learn to use

water wisely

4.2 Keeping bills affordable over the long term

4.2.1Protecting customers and deliveriggrtainty ¢ our bill from 2020
to 2025

Customers in our South Staffs a@dmbridge regions pay, on average, among the lowest water bills
in England and Wales. We knthvat they always expect value for money for the services we deliver.
They have also told us they want bills that are affordaléthat donot fluctuate eachyear. In

short, they want us to give them valfier money, certainty and stabilit¥e have been able to offer
our customers this and still provideS&o reduction in real terms over the lifetime of this plan.

In response to what our household customersitak, we have taken thenovativestep of providing

flat nominal bills. We have listened to our customers and put them at the heart of all our decision
making. So, to give them the certainty they said they wanted from us, we have taken on the risk of
inflation and propose to have completely flat typical household bilisléf7 for the wholefive-year
period.In its initial assessment of our business plan, Ofwat cited this approachastive andan

SEFYLX S 2F J22R LINT O A Ofils affofdatii€S Nya 2F Y {Ay3 Odzi

oWt wmdg AYAUGALIE F yEESEdRYSYRNE 2FF (Sad I NBIF aasSaavySyidqQs
www.ofwat.gov.uk/publication/prl9nitial-assessmenbf-planssummaryof-test-areaassessment/
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This means that between 202d 2025 we will not pass da customersany inflationary increases
above the2% CPIH assumedjiving them the certainty they have told us they want. This also means
we will look to trueup anyout- or undeperformance incentives at the next periodic review in 2024
(PR24).

Q)¢
_<
QX

2SS NB O2YYAUGSR (2 h¥oliQa AyOSydA@dS YSOKIFYA
performance forward for customers across the sector. So, as we discussed in section 1.4, we have
set aurselves amaumber ofstretching performance commitments. But, we know from our extensive
engagement that customers do not like the volatility it can bring to their bill. Household customers
strongly supported having a flat bill profile, withore than80% preferring ito a bill that fell in the

first year and then rose in each of the subsequent four years. We recognise that this deviates from
h¥ol Q& LINBFSNNBR I LILINRLF OKXE odzi O2 ertailySNI Ad Aa i
they want.

Sirce we submitted oubusiness plan to Ofwat in September 2018, we havested our proposal

for a flat nominal bill with customer3here is stilB0% supporfor this when compared with a more

variable bill, which could be driven by different levelsnfiition and the effect of iperiod

incentivesWe also testedurOdzaA 2 YSNBE Q | LIISGAGS F2NJ I itifahyt G o6 A f €
inflation above 2% and incentives spread over the period 2025 to 2030 against an option where bills

start to rise h 202223 to offset any potentiatise orWo A f £ & K2Z5.(njaditidnyive explainpd

the benefit to customers of taking-jperiod incentives that come with this second optitost of

them (59%) still supported the flat bill profile option.

Becauseve have received such overwhelming supportdand are proud o€, this approach, we
arecommitted to making it work foour customers. Ofwat rightly challenged us on how we would
protect customersf the future was differenfrom that which we had assnedc for example, if

inflation was higher or we improved service levels 8uah gooint wherewe earned a reward.

We are also committing to reduce bills for customers below the flat nominal level in the event that
inflation is notably lower and/or wencur material penaltie$Ve discuss this in more detail in

section 8.1.10.

We know that our customers waaind valuestability, which is demonstrated by the consistently high
levels of support we get for this in our engagemafe also know that they areabpy with a
transitional£3 increasdetween planning periods, as shown in figdreelow.

Figure4Cusi 2 YSNE Q LINBFSNNBR (GNIyaadAaAzy FYzdzyd o0S0Gs6SSy

pooooeE i EEE

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

We have sought furtheriews from customeren what happens ithe transition between planning

periods becomes too highthat is,if the value of the difference in our assumptions is greater than

the £3 increas¢hat most of ourcustomers consider affordable. In our engagemerd,reached

the levels of customer suppt atthe followingW (i A LILIA y 3 LI2 A y ( a-gearbdiioddofK S Sy R 2
flat bills.
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£3 increase in 2025: 51%.
£4 increase in 202%4%.

£5 increase in 2025: 34%.
£6 increase in 2025: 25%.

= =4 =4 =4

Triangulating this insight back to our main acceptability sfooiyn July 2018, we found that the bill

profile with the highest suppormong customer§42%) had a £3 transition in 2026. But in the

main surveythe three options shown to customers bHld a fiveyear flat bill from the period 2020 to

2025 (that isyith no corresponding smooth bill option). If soNB Y2 @S G KS Wy 2 LINB TSN
1y26Q NBalLkRyaSa FTNRY GKS alyYLXS FyR [adaadzyS GKI G
on the transitioral increase between planning periods, then the {ike-like support for the £3

increase in 20226 is 51%0Ourengagement confirmed that thiacreasewas the maximum our

customers would be happy to accept, and that if the increase was more than this they would rather

we respond irperiodto minimise the impacbn their bills

With this in mind, we have put in place a protection mechanism that enables us to offer our
customers the flat bill they want, but that also ensures they do not face high traraitosts. In

other words, we havereated a mechanism that minimises the risk of a bill shio@025/26 In the
examples below, walustrate how our protection mechanism works. It should be noted that we have
rounded some of the numbers for ea d presentation and to keep the concepteasy as possible to
understand. Ithese exampleswe have assumed that:

1 1% inflationis the equivalent o£1.50;
i we have one million customers; and
1 a 1% incentiveewardequals £2 million.

Example 1
£150.00 : £1.80 headroom
£3 transition amount our customers accept *
] £1.20 £148.20
£147.00' £ £ £ £ £‘
FAEAL4ECE( :
=)l
2020/21  2021/22 2022/23 2023/24 2024/25 : 2025/26 2026/27 2027/28 2028/29  2029/30
|

In this example, we present the supported bill for fivee years between 2020 and 2025, and how it
transitionsinto the following fiveyear period (2025 to 2030). The typical household bill over this

period is £147, increasing to £148.2@0R5/26as a result of future investment plans and increases

in opefating costs. This is well within the £3 transition amount that customers accept. If we used all of
this transition amount, bills would increase to £150; so, we have £1.80 of headroom, whish help

with some of our assumptiorsfor example, if inflation lesis differ from our forecasts.
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We asked customers what they would like us to do if the transition into the period from 2025 to 2030
looked like it might be higher than the £3 they were comfortable with. They told us they would like us
to intervene and mange the transition to be no more thahis amount

Example2

£ 150 OO o £150.20 (£149.70 + 50p from net rewards)

1% higher inflation and a net reward position at the end of2024/25 ! $ I I I ‘

_) £147.00 g
2020/21  2021/22 2022/23  2023/24 2024/25 ' 2025/26 2026/27  2027/28 2028/29 2029/30
g

In this example, we not only haveddferencein our assumed level of inflation, but also the potential
to earn incentiveg either rewards or penalties based on the service we have providedgtomers.
This is a purely hypothetical scenario to illustrate what could happen.

As well as th€7.5 millionoutlined inexample 2we also have £2 million in net rewards. This means
we have £9.5 million spread over the period 2025 to 2030, which $sriillion a year or around
£1.90 in additional costs to customers. This is outside the £1.80 headsedmave on the £3
transitionthat customers supportSo, we would have to act to ensure our customers are protected.
There are two ways we could do thige could use the regulatory tools we have at our disposal to
adjust the 2025 to 2030 bill back down to £150 (see example fe @ouldintervene earlier in the
2020 to 2025 period to smooth the transition/e would most likely intervene in the currentnped.

The examples outlined above only look to address whbald happen if our assumptions were
understating the future positioq that is, how we would manage the transition to avoid any upward
bill shocks. Of course, our assumptions could overstatadutasts. If this were the case, we would
look to use the £.80 increase in headroom as a guideliesponding irperiodto reduce bills so that
the customer benefit is not delayed unduly, but is balanced with the desire for stability.

While this presentsnore of a challenge for our business, it means that over the period from 2020 to
2025 our household customers will know that either the price of their unmetered water bill or that
the price of each unit of water they use will stay the same. We have lalléeging discussions with

our Board on this approach, as giving customers what they want in terms of the certainty of flat bills
does pose risks for our business and for investdos example, if inflation rises suddenly. It also
means that we cannot @sin-period rewards as a mitigation against other downsides. We will
manage these risks4oeriod ourselves rather than pass this onto our customers.
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We recognisave are proposing an innovative approach in committing to a flat nominal bill, but this is
something that our customers strongly suppoite are keen to explore with Ofwat a sensible way
we can implement our plamncluding any required licence changes. This could ctiveexample:

1 rewording licence condition B in respect of how charges apavell to varyg for
example, stating that the K facfiis equal tob2% each year (beirthe assumed level of
CPIH)with any variance resulting from CPIH being higher or lower than this when tariffs
are set each year being trued up at PR24. In 2020 drdye will need to be an
adjustment to wholesale revenue to offset the reduction in retail revenue; and

1 rewording of licence condition B to allow positive and negatiager resources
framework incentive mechanismiMRFIM and outcome delivery incentivedD) true-
ups to be applied at the end of the period as part of PR24.

Alternatively we believe that this could be achievedibtroducinga cumulative fiveyear price
control, again with any trueips for inflation, WRFIM and ODIs being applied as part ¢f.RR2 are
happy to engage with Ofwat to discuss the exact mechanism to implement this.

2§ R2 NBO23yArAasS GKIG FfGK2dAK GKS LINRPLRAaASR FtI i
there could be a situation where thisight be called into questim That is, in the event that we

experience a sustained period of very low inflation. In this situatianwould correspondingly

reduce customer bills to protect theirterests and retain their trustWe would explain this step at

the time if the circumtance arose.

4.2.2 Affordability

We know that some people can struggle to pay their water bills and find them unaffordable. This can

mean that bills go unpaid, or that customers cut back on other essentials so that they can afford their
waterbills2 KAt S GKSNBE A& y2 2FFAOAI { WIRKSHANRIGARIYA REF [WHR
2014wm préport Ofwatsuggested that:

GX FFF2NRIFOAL A G Boushldbld spends SnurSthaR $6 ab 3¢ Sof/thelr disposable
AyO2YS 2y 6l GSNFPFYR aAS6SNI IS oAff aode

Ofwat also considered that all the companies in the sector should have a good understanding of the
drivers of affordability for their specific regions and endiinat they put plans in place to help those
customers who find it difficult to pay their water bills. And infR19methodology it saidthat:

G2 0SNJ I yR

gl aidSel SN aSNBAOSa Ydzad oS | FF2NRIo6f
thelongterm y R F2 NJ (K

|.
24S a0NMZA3IEAPIE 2N G NRA|l 2F adl

We discuss how we are addressing affordability in the context of our overall approach to vulnerable
customers in more detail below.

51¢ KS W Ydetdrhides tReNd@zrage value of price rises above the current rate of inflation for the next five year planning

period, which in this case is 2020 to 2025.

2@W1 TF2NRF O AT AMIpRQ I yhRF aR- Sl wamSndivdauoviNpublicatioaffordabiliband-debt-2014-15/

SBYP5St AGSNAYI 2 GSNI HaHunY hdzNJ FAYEFE YSiK2R2f238 F2NJ GKS Hnmg

144


https://www.ofwat.gov.uk/publication/affordability-and-debt-2014-15/
https://www.ofwat.gov.uk/publication/affordability-and-debt-2014-15/
http://www.ofwat.gov.uk/publication/affordability-and-debt-2014-15/

Making water count, business plan 2020/25
South Staffs Water (incorporating Cambridge Water)

4.3 ldentifying and helping vulnerable customers

4.3.1Definingwhatwe Sy o6& Waiskimgr§ NI o f S Q

'da'y

In itsvulnerability focus reportJdzo f A A KSR Ay CSONHzt NBE wnmcX h¥gld R

a!  Odza ( 2ue $érsarialzharacteristics, their overall life situation or due to broader market
and economic factors, is noakiing reasonable opportunity to access and receive an inclusive service
which may have a detrimental impact on their health, vibging orF A y I #0S & @ ¢

Taking this into account, we have developed our own definition, which describes vulnerable
customers as:

G!'ye O0dzai2YSNI 6K2 NBldZANBAE SAGKSNI G§SYLRZ2 NI NE 2NJ L
services or payment solutions specifidt SA NJ A Y RA @A Rdzr f ySSR& dé

This means recognising that vulnerability can be the result of a number of permanent and temporary
factors. It also means recognising that people can move in and out of positions of vulnegatiizy
S OFfft oWwiNBENAASYAGEQD ¢KAA AyOfdzRSa GKAy3a tA71S

bereavement or divorce
redundancy;

changing to Universal Credit; and
recovering from an operation.

=A =4 =4 =9

So, customers who we
have identified as having a
limited ability to read or

ce write, for example, might
ent state.

benefit from home visits or
from having their bills

It can be the result of a i "

number of factors: written In aneasyto-
understandformat using

+ Financial problems straightforward language,

* Mental health problems short sentences and simple

« Physical disability diagrams Similarly
« Iliness '

CreeseaiiTaa customers who we identify
Baciers YR with more complex needs,
S Chort termior : or who are just about
temporary life events \ 4 managing financially,
physically or mentally on a
day-to-day basis, might
We recognise that not all customers who find themselves in vulnerable circumste need our help and support
are the same. So we need treat them as individuals. to be offered alongside

that of other agencies,
such as Citizens Advice, disability support groups, food banks or the local authority.

54W+ dzf Y SNIAO NBARNITZOdz T 6 | Wiw.cdBiaddistwWgE HAMc I LIPH A ®
content/uploads/2016/02/prs_web20160218vulnerabilityfocus.pdf
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We will make sure we consider individual customer circumstances and, where appraogdaie)

them securelyon our Priority Services Regist€his include complying with GDPR in our approach to
this. Our focus is on adopting a more personal, flexible and holistic approach to enable us to identify
these customers quickly and efficiently, and support a range of different needs.

4.3.2Developing our approach to hevulnerable customers

In recent years, we have completely changed our approach to how we identify and help vulnerable
customers. For example, the development of our core and expanded Community Engagement teams,
following the appointment of our Customand Community Engagement Officer in January 2017, has
enabled us to focus more on building effective relationskhipad having important conversatiols

with a number of different local community organisations. This in turn has helped us to identify and
engage with previously hartb-reach customers who might benefit from additional help and support.

Since setting up our core Community Engagement team, we have had meaningful contact with more
than 640 diférent organisations, including:

small local chariés;

community groups and forums;
housing associations; and
local authorities.

Fram these conversations, we
have developed more than

260 activerelationships with

local community groupshis r
engagement has really helpec
us to shape our relationship
o @ [
@ ©
@D

with our customers, and to
AAAAAA

take a more rounded
approach to how we help and
support them.We know from
working with our partners in
the community, for example,
that customers in traditionally
hardto-reach areas engage

We have taken a more targeted approach to helping vulnerable customers
The key thing for us here has are building relationships within communities to enable us to identify fiard
been to buildongtermtwo- ~ "€ach cusiomers.
way relationships with the
organisations that support these hatd-reach customers and communitiesnaking a number of
visits to become more visible and build confidence in our ability to deliver the right levels of help in
the right way and at theight time.

= =4 =4 =9

better faceto face through
groups or organisations they
alreadytrust.
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As an example, we used ¢onsider our South Staffs region as being an area of general social

deprivation. But, as a result of using our geographical information system (GIS) in a new way, we have
reached a more informed view. We have takem aged debt and social tariff data from our billing

FYR Odzad2YSNI NBfFUA2YAKALI YIylF3aSYSyid o/ wad aeads
GIS tob

Through that, we can now see at a very detailed level exactly where our highest concentrations of
deprivation anddebt are, which means we can make more efficient useurfresources and
community relationshipsin our case, this is mainly in Dudley, Sandwell and Walsall whdrawge
pockets of extreme deprivation in specific council wawlig.illustrate this in figures below. The red

and orange areas on the map show the highest levels of longstanding customer debt that we
associate with social deprivation.

We recognise that engaging with communities in this way is financially inefficient when @anpa
with engagement online or through our contact centre. So, we think using innovative, smartedata
targeting as we have done with our heat maps makes this approach as efficient and effective as it
can be.

Figure5 Vulnerabilityheat mapg South Stéf region

Legend
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One of the specific locations we targeted was the area around Smethwick, which has a high number
of traditionally hardto-reach customers and communities. So, our Customer and Community
Engagement Officer contactelde Smethwick Advice Foruamd made several visits to explain the

help and support we offer, particularly around our social tariff. Launched in April 2016, our Assure
social tariff helps customers in both regions who are struggling to pay their water bills. It aims to
reduce water pverty by making our bills more affordable.

Customers whose income is less than £16,105 a year (excluding certain benefits like Disability Living
Allowance, Personal Independence Payments and Attendance Allowance) can apply for difcounts
up to 60%on their combined yearly water and sewerage biice its launch, we have moved more
than 11,000 customers onto the tariff.

As well as helping to reach those customers who may be in most need of our help and support, this
engagement is also increasing owsiility within the communities we sengshowing that we are a
company that can be trusted and relied on to help our customemaddiition, over the pasyear, it

has increased awareness of tfieancialsupport weoffer from 11% to 38%.

It is also shaping the future delivery of our service in the areas of affordability and vulnerability. For
example, between 2016 and 2017, our approach of specifically targeting different communities
within our South Staffs and Cambridge regions resutigdare than 450 home visits to help
customers fill in application forms for our Assure social tariff. Also, our work with local housing
associations resulted in between 30 and 40 referrals a month about our social tariff over the

same period.

In addition,we havecarriedout sectorleading work with Cambridge City Council to identify and fast
track customers onto oulssuresocial tariff. We have been flexible in our approach to this work,
adapting our social tariff policy to better fit the circumstancésustomers in our Cambridge region.
Wewill do more of this over the period 2020 to 2025 and beyond.

We have also focused our attention on identifying the number of customers in both regions who we
think might qualify for our Assure social tariff. So,veee carried out detailed analysis, triangulated
with a range of data sources, including:

] the English Index of Multiple Deprivation, 2635

1 the Office of Nationa] G I 1 A & § VO 2 QAzaBIKRIE R2ZWVRA&LIZ &I 6f S AyO2Y
the! YY C SYRAY3I HAMTQ

1 [l 2F Orépis{ G @AYy3 FE2FGY | RRNBaaAy3a Odzad2YSH
aSOh2ND

1 our customer trackesurveys; and

1 current debt levels.

S5 www.gov.uk/government/statistics/englisimndicesof-deprivation2015

56 www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/bulletins/
householddisposableincomeandinequality/financialyearending2017

57 www.ccwater.org.uk/research/stayirafloatcustomervulnerabilityin-the-water-sector20162017/
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Our analysis suggests that we need to do much more to reach those customers who we think need
additional financial help and support. Based on the range of different evidence sources, we think, on
average, there could babout 42,000 customeracross both regions who might qualify for our Assure
social tariff.

How we are...

Using home visits to build trust in us

We received a call from a customer in our South Staffs region asking
about our Assure social tariff. She asked if someone could visit her at
home to help her with her application. As this is a facility we offer, Amy
Anderson, our Customer and Community Engagement Co-ordinator,
went to see her.

It took Amy three visits before the customer trusted her enough to let her into the house.
During that time, Amy established that the customer was experiencing personal difficulties,
including separation and bereavement. When Amy was finally allowed into the house, she
spent two hours helping the customer to fill out her Assure application.

During the visit, the customer admitted that she was about £2,000 in debt with her energy
company. She asked if Amy could sit with her while she rang them to discuss her situation.
Amy took notes while the customer talked to her energy company advisor. She also took a
meter reading on the customer’s behalf and asked the company to put the customer on their
Priority Services Register. At the end of the visit, the customer thanked Amy and explained
that she had previously been too scared to ask for help.

After the visit, Amy said: “This customer clearly wasn't coping as a result of her recent
difficulties. So it was crucial for me to gain her trust. This meant working at a pace she was
comfortable with, which enabled her to open up about the extent of her financial problems. |
helped the customer to complete her Assure application and supported her while she spoke
to her energy company. Without building this trust, | wouldn’t have been able to give her the
help and support she obviously needed.”

We think that in proactively raising our profile in the communities we serve, we are exploring the
boundaries of what it means to be a true public service provéaiel how it must include everyone in
society.It is important for us to reach out to all our customers. In an age of-eveeasing
centralisation and digitalisation, it is crucial that we do not exclude those customers for whom this
approach does not net their needs. The case study above illustrates this point verycwell
sometimes it is just about doing the right thing fgrecificcustomersand accepting that this is not
efficient in economic terms but necessary based on their needs.

In addition,in early 2018 we invested in a media vehicle to enable us to reach more cusimer
both regions. V& are already using this to build our presence in our traditionally-t@rgach
communities where there are high levels of debt and social deprivation, and where we have
previously had little direct contact with our customers.
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Our new media vehicle, ich is helping to raise our profile in the communities we serve.

We have also reviewed our Priority Services Register. This is for customers who have additional needs
or who may require extra help. It enables these customers to access a range of fieessew offer,
including things like:

1 advice about our Assure social tariff and the WaterSure ¥nifthich limits water and
sewerage charges for customers on low incomes;

1 information about ourCharitable Trust, which provides financial assistance to
customers facing genuine hardship;

1 our priority services;

1 help to identify and deal with bogus callers

1 help for customers experiencing transient vulnerabitiipr example, as a result of
bereavementredundancy or illass and

1 home visits.

Anql in Aprik018we launched a pioneering stanp &The positives | have seen a
project and opened a community hub in Wednesbury, or ]

of the most sociallyleprived parts of our South Staffs ~ When customers come into
region.Staffed byour people this venture enablesusto  the hub and have given
engage directly with customers who may be categorsed fochack about how we have

vulnerable or who express a legitimate desire to engage ., - A g A .
with us faceo face. It has also enabled us to build KSt LISRC Glmrf(nSeYI%al,

relationships, collaborations and partnerships with truste CONntact centre employee anc
local providers and community organisations because w Community hub volunteer
recognise this is somethirvge cannot deliver on our own.

As such, ihas redefined our remit a& regulated water

company.

58\WaterSure is a highser tariff that & available for customers with a water meter who receive certain inexatated

benefits, and who have either three or more children under the age of 19, or who have someone living in the household with
a medical condition that means they have to use afavater. Customers on WaterSure pay capped bills that are no more

than the average water bill for the region their water company serves.

59 www.sswect.org/
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http://www.sswct.org/
http://www.sswct.org/



https://www.youtube.com/watch?v=fbKOY2l0XGQ



https://www.ofgem.gov.uk/about-us/how-we-work/working-consumers/protecting-and-empowering-consumers-vulnerable-situations
https://www.ccwater.org.uk/wp-content/uploads/2013/12/Special-Assistance-Schemes-Review.pdf
http://www4.shu.ac.uk/research/cresr/sites/shu.ac.uk/files/delivering-affordability-assistance-water-customers.pdf
http://www4.shu.ac.uk/research/cresr/sites/shu.ac.uk/files/delivering-affordability-assistance-water-customers.pdf
http://www.bris.ac.uk/media-library/sites/geography/pfrc/pfrc1701-21-steps-vulnerability-and-debt-collection-(web).pdf
http://www.ofgem.gov.uk/about-us/how-we-work/working-consumers/protecting-and-empowering-consumers-vulnerable-situations
http://www.ofgem.gov.uk/about-us/how-we-work/working-consumers/protecting-and-empowering-consumers-vulnerable-situations
http://www.ccwater.org.uk/wp-content/uploads/2013/12/Special-Assistance-Schemes-Review.pdf
http://www.bris.ac.uk/media-library/sites/geography/pfrc/pfrc1701-21-steps-vulnerability-and-debt-collection-(web).pdf
























https://www.industrialcadets.org.uk/
http://www.lotc.org.uk/lotc-accreditations/
http://www.industrialcadets.org.uk/
http://www.lotc.org.uk/lotc-accreditations/




































https://corporatefinanceinstitute.com/resources/knowledge/valuation/net-present-value-npv/




































https://www.ofwat.gov.uk/wp-content/uploads/2017/12/DPC-A-technical-review-FINAL_08.12.17.pdf
http://www.ofwat.gov.uk/wp-content/uploads/2017/12/DPC-A-technical-review-FINAL_08.12.17.pdf
http://www.ofwat.gov.uk/wp-content/uploads/2017/12/DPC-A-technical-review-FINAL_08.12.17.pdf




































https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/709924/State_of_the_environment_water_resources_report.pdf


















https://www.onaverage.co.uk/consumption-averages/average-water-usage
https://www.statista.com/
https://water.usgs.gov/edu/qa-home-percapita.html



https://www.ons.gov.uk/















http://www.nonnativespecies.org/home/index.cfm



https://www.gov.uk/government/publications/25-year-environment-plan
http://www.customer-panel.co.uk/media/1017/water-industry-strategic-environmental-requirements-wiser.pdf
https://www.homequalitymark.com/
https://www.breeam.com/
https://www.breeam.com/
http://www.gov.uk/government/publications/25-year-environment-plan
http://www.customer-panel.co.uk/media/1017/water-industry-strategic-environmental-requirements-wiser.pdf



























https://www.ofwat.gov.uk/wp-content/uploads/2017/10/Ofwat-industry-event-presentation-updated.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2017/10/Ofwat-industry-event-presentation-updated.pdf
http://www.ofwat.gov.uk/wp-content/uploads/2017/10/Ofwat-industry-event-presentation-updated.pdf
http://www.ofwat.gov.uk/wp-content/uploads/2017/10/Ofwat-industry-event-presentation-updated.pdf



http://www.promptpaymentcode.org.uk/
http://www.promptpaymentcode.org.uk/






https://www.ofwat.gov.uk/publication/putting-sector-balance-position-statement-pr19-business-plans/
http://www.ofwat.gov.uk/publication/putting-sector-balance-position-statement-pr19-business-plans/



























http://www.ofwat.gov.uk/pn-1317-water-companies-must-address-customer-bad-debt/
http://www.ofwat.gov.uk/pn-1317-water-companies-must-address-customer-bad-debt/





















http://www.lean.org/
http://www.infoworld.com/article/3237508/agile-development/what-is-agile-methodology-modern-software-development-explained.html
http://www.infoworld.com/article/3237508/agile-development/what-is-agile-methodology-modern-software-development-explained.html















https://www.ofwat.gov.uk/consultation/consultation-on-strengthening-the-regulatory-ring-fencing-framework/
https://www.ofwat.gov.uk/consultation/consultation-on-strengthening-the-regulatory-ring-fencing-framework/






















































https://www.south-staffs-water.co.uk/media/2172/ssc-assurance-plan-april-18.pdf
http://www.south-staffs-water.co.uk/media/2172/ssc-assurance-plan-april-18.pdf
















