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What does this appendix do?  

This document supports the submission of South East Water’s business plan for 2020 to 2025 and 

provides an overview of how we have developed our outcomes, performance commitments and 

outcome delivery incentives (ODIs). 

It provides a summary of the feedback we have received from stakeholders and how we have 

used this feedback to shape our performance commitments and targets. 

The detailed definitions and targets for each performance commitments are shown in Annex A. 

The evidence you will find in this appendix  

The following evidence is included in this document: 

 Full definition of each performance commitment (PC) 

 The 2025 and 2040 targets for each PC and how this has been developed  

 The annual targets for each year for the period 2020 to 2025 

 Calculation of the ODI rates, including our triangulation approach 

 Why we believe the targets for our PCs are ambitious 

 Ofwat feedback on our draft PC definitions and how we have incorporated the changes 

into our final definitions 

 Stakeholder feedback on our PCs and how this has influenced our PCs and targets 

 Customer research findings in relation to our overall plan acceptability, PCs and targets, 

and ODIs 

The decisions we have made based on this evidence  

We have made the following decisions based on this evidence:  

 There are 12 outcomes, supported by 35 stretching performance commitments – including 

six on vulnerability and six on the environment - that reflect our customers’ priorities for 

their water supply service  

 Our targets are set at an ambitious level to ensure there is significant improvement across 

our performance commitments  

Other evidence and data that supports our decisions 

You will find additional evidence in the following documents: 

 Appendix 1 Engagement 

 Appendix 5 Growth and new developments 

 Appendix 6 Water Quality 

 Appendix 7 Water Resources 

 Appendix 8 Vulnerability - affordable, accessible and protective services 

 Appendix 10 Environmental resilience 

 Appendix 12 Retail 

Need further information?  

Please email yourwateryoursay@southeastwater.co.uk if you require further information or wish to 

clarify anything in this document.  

 

mailto:yourwateryoursay@southeastwater.co.uk
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Executive summary 

Setting the scene  

We have reflected on our current set of outcomes and have expanded these for the 

2020 to 2025 period, based on our customers’ priorities and what is important to our 

external stakeholders and the strategic direction of the Board. We have used a wide 

range of data, customer research, and engagement to set out outcomes, targets and 

incentives for the future.  

What we want to deliver for customers  

We want to deliver material changes in the service levels that we provide to our 

customers, with a particular focus on the outcomes that we know are the most 

important to our customers. Our ambition is to not only measure these levels of 

service with more traditional metrics, but to also introduce more innovative measures 

(including new satisfaction measures that are a natural evolution of our existing 

approach) so that we remain incentivised to deliver higher levels of service and our 

customers are even more satisfied with the service they receive.  

We have also introduced innovative performance commitments relating to customers 

in vulnerable circumstances and relating to the environment, as we know these areas 

are particularly important to our customers. Our outcomes package also includes 

areas where we have committed to going beyond our traditional role, for example we 

have committed to engaging with other water abstractors with the aim of delivering 

wider environmental benefits.  To support our ODIs we have also developed a suite 

of responsible business KPIs that we consider are the ODIs of the future. 

As well as being supported by customers, collectively the ODIs and KPIs set a level 

of ambition he have never attempted before.  This ambition is designed not only to 

improve the service to customers but increase the drive to innovate – as innovation is 

undoubtedly needed if we are to meet the promises we have made. 

What is the impact on customers?  

As a result of this ambition our customers will receive even better levels of service, 

and material changes in the areas that matter most. 

We have also ensured that our customers are fairly protected if we fail to deliver on 

our promises. If we make no improvements in the service we deliver from our level of 

performance in 2017/18, our customers will be protected by the financial incentives 

that apply, and we would face underperformance payments of £35.1m over the five 

year period – meaning that customers would get this money back. The equivalent 
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calculation for the period 2015 to 2020 would have led to a possible total 

underperformance payment of £7.6m. 

We are therefore substantially incentivised to ensure that we deliver on our promises 

to customers over the 2020 to 2025 period.  

How did we make that decision?  

We have carried out extensive customer research and engaged on a broad range of 

topics with our Customer Challenge Group, and other external stakeholders. We 

have reflected their views in our outcomes package. We have also reviewed a wide 

range of data, including both comparative and historical performance data. This 

review of the available data gives us further confidence that we have committed to 

stretching targets, and our customers will benefit from improvements in the service 

levels that they receive across every measure. 

Our Board has challenged the targets in our plan as they have evolved during 

multiple dedicated sessions to ensure that we improve our service across all 

measures and that the overall package remains highly ambitious whilst at the same 

time keeping our bills affordable for all our customers.  They have also examined the 

risks associated with delivery of the targets using the risk analysis described in 

Appendix 15 Risk management and mitigation to ensure we understand the 

deliverability and breadth of the challenges we have adopted. 

The incentive rates that we have set are based directly on our own costs of delivering 

service improvements, less a challenging efficiency target, and our customers’ 

valuations of those service improvements.  

Our performance commitments and outcome delivery incentives are part of the 

overall package 

Our PCs and ODIs have been formulated taking a robust and evidence-based 

approach in order to create innovative and challenging targets.  These objectives will 

stretch our company significantly over the 2020-2025 period.  However, this element 

cannot be viewed in isolation: the critical elements of our PR19 business plan – 

which include our PCs, ODIs, totex and financing assumptions – are designed to 

work as a complete package. Therefore, material changes to any of these elements 

are likely to have a significant impact on the deliverability of this package as a whole. 
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1. Our outcomes and performance 

commitments   

1.1 Introduction  

We supported Ofwat’s introduction of the outcomes framework at the last price 

review (PR14). We recognise that Ofwat is looking for even more stretching targets 

and more powerful incentives at PR19, and we have responded to that challenge in 

developing our business plan.  

In this appendix we set out our list of outcomes for PR19, our performance 

commitments (PCs), performance commitment levels, and incentive rates.  

Our customers and Customer Challenge Group (CCG) have been heavily involved in 

how we have developed our outcomes, and we include reference to these influences 

throughout this appendix.  

1.2 How customers, stakeholders and CCG have shaped our outcomes 

We have carried out an extensive customer research and engagement programme 

based on four key pillars – customer priorities, levels of service, cost and overall 

acceptability. 

Within this programme we have engaged with 13,000 customers and they have told 

us their key priorities are: 

 tackling leakage 

 satisfying customers and providing support to vulnerable customers 

 keeping bills affordable 

 security of supply (meeting increased demand) 

 clean water/good taste 

 investing in network/treatment works 

 looking after the environment 

We have ensured that these are all covered within the broad range of performance 

commitments in our 2020 to 2025 business plan. 

Please see our Appendix 1 Engagement for further details on our comprehensive 

engagement programme and the findings from each stage of the research. 
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We have also engaged with a wide range of stakeholders in developing our 

performance commitments and targets – including the following: 

 SEW Customer Challenge Group 

 SEW Environmental Focus Group 

 Environment Agency 

 Drinking Water Inspectorate 

 Consumer Council for Water 

 Natural England 

 Carbon trust 

 Waterwise 

 World Wide Fund for Nature (WWF) 

Details on the engagement undertaken with each stakeholder are outlined later in 

this appendix. 

1.3 Our approach for developing our PCs  

As we had a number of issues to consider and objectives to achieve, we decided that 

our first step would be to set out a clear and logical framework to guide our 

development of our PR19 PCs. We therefore set ourselves the following objectives 

for the development of our PR19 PCs:  

 reflect the priorities of our customers and stakeholders;  

 reflect the Board’s aim of ensuring all aspects of our service are measured; 

 reflect the Board’s ambition to drive further improvements in customer 

satisfaction and support for vulnerable customers;  

 develop plans that are consistent with Ofwat’s guidance for common and 

bespoke PCs, and have a good balance of outcome based PCs and asset 

based PCs; 

 review what we included in PR14; and  

 reflect feedback from our CCG.  

Having identified the objectives above, we then used the following process to 

develop our PR19 list of PCs. We have summarised this in the diagram below and 

then provide further details on each step further below.   
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 Step 1: Customer research. We reflected on the wide range of customer 

research, both quantitative and qualitative, that we have recently carried out. 

This research gave us useful insights on what is important to customers, and a 

sense of which areas of our service should be included in our outcomes 

package.  

 Step 2: Common PC review. We confirmed that the new common PCs 

should all be included in our PR19 list of PCs. We also removed any of our 

PR14 PCs that overlapped or had been replaced with these new common PCs 

(e.g. service incentive mechanism and mean zonal compliance), so that our 

list of PCs is consistent with Ofwat’s expectations for common PCs at PR19.   

 Step 3: Bespoke PCs. We then identified new bespoke PCs that we could 

include in our PR19 list of PCs, based on what is important to our customers 

and stakeholders. For example, we included new vulnerability PCs and also a 

PC relating to catchment management. Both of these issues are important to 

our customers and also our stakeholders, such as Natural England. We also 

reviewed our PR14 list of bespoke PCs, and kept those that are still a 

customer priority and where there is no overlap with a new measure (e.g. low 

pressure) in our PR19 list. This gave us our draft list of common and bespoke 

PCs.   

 Step 4: Package test. We reviewed this draft list internally, and reflected on 

how well that group of PCs met the criteria shown above. For example, we 

considered how well our draft set of PCs reflect what our customers want and 

how well they covered all aspects the service. As a result of this assessment, 

we decided to take one of our proposed resilience PCs (single source of 

supply) out of our final list, as our customers suggested that they do not value 

improvements on this PC, they thought this was a matter for us and ultimately 

they prioritised the service rather than the approach to achieve it.   

 Step 5: Stakeholder engagement. We then engaged with our CCG and a 

range of stakeholders to get their views and to listen to their challenges on our 

draft list of PCs. We have reflected those views in our final list. For example, 

we worked with the Environment Agency and Natural England to define our 

Step 1

Customer 
research

Step 2

Common PC 
review

Step 3

Bespoke PC

Step 4

Package test

Step 5

Stakeholder 
engagement
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bespoke environmental PCs and we worked with our CCG to define our 

bespoke vulnerability PCs.    

Based on our internal assessment of our draft PCs, and after having reflected 

external views on the draft list of PCs, we amended our proposed list and developed 

our final list of PCs. This is the list of PCs that is included in our submission.  

In the remainder of this section, we provide some further detail on how we have 

developed our PCs and how our overall package of PCs work together.  

 Definitions of PCs. The full PC definitions have been drafted to provide clarity 

for how each commitment will be measured.  The nature of the range of PCs 

we have included means that some full definitions are more technical than 

others.  We will be reviewing the wording of public facing material of the short 

definitions to ensure they are written in a clear, concise and easily understood 

way with supporting visuals where appropriate. 

 Our satisfaction PCs. At PR14 we positioned customer satisfaction at the 

centre of our business by introducing a suite of customer satisfaction 

measures covering all water service attributes.  Customers have seen the 

benefit of this through improved service and it has enabled us to implement a 

cultural change programme to focus the whole business, in a clear and simple 

way, on customer satisfaction. 

The experience we have gained over the past three years in focusing on 

customer satisfaction (detailed in Appendix 18: Current Performance) has 

shown us that customers are different and cannot all be treated the same.   

They have different needs and expectations and we believe understanding 

their attitudes/beliefs is the only way to get true customer participation to 

achieve our shared goals.  

We have therefore developed an innovative approach to attitudinal 

segmentation and a comprehensive range of vulnerability performance 

commitments.  This builds on our customer satisfaction approach that we 

introduced at PR14 and will encourage us to think beyond the immediate 

service delivery and consider all elements that are required to improve 

satisfaction – our impact on the environment, the information we provide to 

help customers be more in control their usage, the additional support they 

need, how we operate in society and how we transparently run our business 

and report our performance to customers. 
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1.4 Our outcomes and performance commitments 

Based on the process described above, we have concluded on our final set of PCs. 

Our outcomes and performance commitments are shown in the following tables. 

Table 1: Everyone counts – our knowh2ow supports the health and wellbeing of our 

communities and society  

Outcome Performance commitments  

Our customers are happy with 

the service we provide 

Customer experience measure (C-Mex) 

Segmented satisfaction of household customers 

Satisfaction of household customers who are experiencing financial difficulties 

Satisfaction of household customers who are receiving non-financial support 

Satisfaction of household customers on our vulnerability schemes during a 

supply interruption 

Our customers trust the safety 

and quality of their tap water  

Appearance of tap water (asset health measure) 

Taste and odour of tap water (asset health measure) 

Water quality compliance (CRI) 

Developers rate the service we 

provide to them  

Developer experience measure (D-Mex) 

We help customers out of 

water poverty  

Household customers receiving financial support 

We give customers extra help 

when they need it  

Household customers receiving non-financial support  

Satisfaction of stakeholders in relation to assistance schemes offered by SEW 

 

Table 2: Every drop counts - Working together to reduce demand through shared 

know h2ow 

Outcome Performance commitments 

Leakage levels are sustainable and 

supported by customers 

Leakage reduction  

Customers are empowered to 

reduce their water use  

Per capita consumption  

All the water we supply is accounted 

for 

Gap sites 

Voids – household properties 

Voids – business properties 

 

 

 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 13 of 189 
 

 

  
 

Table 3: Our future counts - Ensuring long-term value through resilient infrastructure 

and a thriving environment 

Outcome Performance commitments  

Our water supplies are maintained 

during more severe droughts 

Risk of severe restrictions in  a drought  

Our water supply network is resilient 

for this generation and the next  

Unplanned maintenance/outage (asset health measure) 

Company sites protected from risk of flooding  

Event risk index (ERI) 

Water supply interruptions 

Water mains bursts  (asset health measure) 

Properties at risk of low pressure  

Our environment thrives, now and 

into the future 

Greenhouse gas emissions  

WINEP programme completion 

Number of hectares of land enhanced to increase biodiversity 

Engaging and working with landowners and land managers to improve 

catchment resilience relating to raw water quality deterioration 

Abstraction Incentive Mechanism 

Engaging and working with abstractors to improve catchment resilience to 

low flows  

 

In some cases, we have amended PR14 PCs. We summarise in the table below 

where we have done this and why.  

The asset health measures shown above are common measures prescribed by 

Ofwat and those selected from the long list in the Final Methodology.  We have 

grouped them under each outcome but they should also be considered as asset 

health measures in their own right. 

Table 4: Reasons why we have amended some of our PR14 PCs  

PCs  Reason for amending the PR14 definition  

Leakage  We have amended our definition to be in-line with the 
common PR19 definition (i.e. percentage reduction in three 
year averages).  

Mains burst  We have amended our definition to be in-line with the 
common PR19 definition (i.e. mains burst per 1,000km of 
mains). 

Appearance of tap water  We have amended our definition to be the number of 
contacts relating to the appearance of tap water (i.e. 
white/chalky/brown/cloudy), and not to just include contacts 
relating to discoloured water (i.e. brown). This makes our 
reporting more consistent with the rest of the industry.  
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PCs  Reason for amending the PR14 definition  

Company sites protected 
from the risk of flooding  

We have amended the level of risk that we are protecting our 
sites to, and we are also now measuring the number of sites 
that are protected (rather than the number of sites that are at 
risk). This means that our PC commits us to doing a 
programme of work.  

Greenhouse gas emissions  We are now reporting greenhouse gas emissions per 
megalitre of treated water, rather than the amount per 
customer per year. This makes our commitment more 
stretching, as it means that our performance will not improve 
simply by a reduction in per capita consumption.  

AIM We have developed our own bespoke version of AIM to cover 
three groundwater abstraction sites.  

Customer Satisfaction  We have amended our customer satisfaction and value for 
money measures to be based on customers attitudinal 
segments rather than the historical average customer. 

 

For the avoidance of doubt, we summarise below the PR14 PCs that we will not be 

including in our PR19 outcomes framework and explain why we are not including 

these PCs. 

Table 5: Reasons why we have replaced some of our PR14 PCs  

PCs  Reason for not including the PC   

Service incentive mechanism  To be consistent with Ofwat’s expectations for PR19, we 
have replaced this PC with C-MeX.  

Above ground asset 
performance assessment  

To be consistent with Ofwat’s expectations, we have 
replaced this PC with the PR19 asset health common 
PCs.   

Mean zonal compliance  To be consistent with Ofwat and the Drinking Water 
Inspectorate’s expectations, we have replaced this PC 
with the CRI. 

Meeting the water resource 
deficit 

To be consistent with Ofwat’s expectations for PR19, we 
have replaced this PC with the new common PC on risk-
based resilience (i.e. risk of restrictions in a drought).  

Number of breaches of 
abstraction licences, discharge 
consents, and environmental 
permits  We have removed all of these compliance PCs, as we 

are committed and incentivised to being fully compliant 
on all of these measures, and we are statutorily 
obligated to meet this commitment even in the absence 
of these PCs being part of our outcomes framework. 
These measures will still be reported in our annual 
reporting as part of our ‘responsible business KPIs’ – 
see Section 4 for more details. 

Number of breaches of H&S 
regulations 

Number of breaches of National 
Security obligations  

Number of compliance breaches 
with statutory obligations  

Number of pollution incidents 
(category 1 and 2) 
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1.5 Performance commitments  

In May 2018 we submitted our proposed performance commitment definitions to 

Ofwat.  We received feedback from Ofwat in July and have amended our definitions 

to take into consideration this feedback – a summary of the changes made is outlined 

in Annex A. 

The following table shows a short definition for each of our performance 

commitments.  For the full definition of each measure please see Annex A. 

Table 6: Performance commitments – definitions 

Performance commitments  Definition 

Customer experience (C-MeX) The exact definition of C-MeX will continue to be developed through the 

working groups and pilots. We will be consistent with whatever this final 

definition is.  

Developer experience (D-MeX)  The exact definition of D-MeX will continue to be developed through the 

working groups and pilots. We will be consistent with whatever this final 

definition is. 

Water quality compliance (CRI) A measure designed to illustrate the risk arising from treated water 

compliance failures, and it aligns with the current risk based approach to 

regulation of water supplies used by the Drinking Water Inspectorate 

Water supply interruptions Average supply interruption greater than three hours, measured by average 

minutes per property. 

Leakage % reduction in leakage (Where leakage is measured in megalitres per day 

(Ml/d), three-year average) 

Per capita consumption Average amount of water used by each person that lives in a household 

property (litres per head per day) 

Risk of severe restrictions in a 

drought 

Percentage of the population the company serves that would experience 

severe supply restrictions (for example, standpipes or rota cuts) in a 1 in 

200 year drought 

Mains bursts Mains bursts per 1,000km of mains  

Unplanned outage Temporary loss of maximum production capacity  

Customer satisfaction – by segment Overall customer satisfaction as measured through satisfaction tracking 

research, as a score out of 5. We have six PCs on this, one for each of our 

customer segments. 

Satisfaction of customers who are 

experiencing payment difficulties 

Overall customer satisfaction of customers who are identified as struggling 

to pay, as measured through satisfaction tracking research, as a score out 

of 5. 

Satisfaction of customers who are 

receiving non-financial support from 

South East Water 

Overall customer satisfaction of customers who have applied for one of our 

non-financial assistance schemes, measured through satisfaction tracking 

research, as a score out of 5. The survey can be completed by a customer 

representative and can therefore capture their views on the service we 

provide. 

Satisfaction of customers on our 

vulnerability schemes during a 

supply interruption 

Overall customer satisfaction as measured through satisfaction tracking 

research, when a supply interruption (either planned or unplanned) has 

occurred, as a score out of 5. 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 16 of 189 
 

 

  
 

Performance commitments  Definition 

Appearance of water The number of contacts, per 1,000 population, that SEW receives from 

customers regarding the appearance of their tap water. 

Taste and odour of water The number of contacts, per 1,000 population, that SEW receives from 

customers regarding the taste and odour of their tap water. 

Customers receiving financial 

support from South East Water 

The number of household customers who are on a SEW financial support 

tariff. This measure will be based on the number of customers who are in 

financial difficulties at the start of the period with a target to increase take up 

of SEW financial support tariffs 

Customers receiving non-financial 

support from South East Water 

The number of household customers who are registered with SEW on the 

Priority Services Register. 

Satisfaction of stakeholders in 

relation to assistance offered by 

South East Water 

Satisfaction of stakeholders with SEW’s approach to help and empower 

vulnerable customers and those support agencies that work with them, as 

measured through satisfaction tracking research, as a score out of 5. 

Gap sites We will undertake a programme of work to improve our processes for 

identifying gap sites (properties that are using water but are not billed, and 

not on company billing systems). 

Household voids We will measure the number of household voids as a percentage of the 

total number of connected household properties (void properties are those 

classed by water companies as being vacant). 

Non-household voids We will measure the number of business properties voids as a percentage 

of the total number of connected business properties (void properties are 

those classed by water companies as being vacant). 

Company sites protected from risk of 

flooding  

The number of our sites that have been protected from the risk of flooding. 

Event Risk Index (ERI) The Event Risk Index (ERI) is a score used to illustrate the risk arising from 

water quality events. 

Low pressure The number of customers per 10,000 connections at risk of experiencing 

water pressure below the industry standard (i.e. as recorded on the former 

DG2 serviceability indicator). 

Engaging and working with 

landowners and land managers to 

improve catchment resilience related 

to raw water quality deterioration 

The number of hectares of land privately owned/managed that has 

benefited from improved catchment management through active 

engagement with South East Water. Our measure will only include the land 

that has been identified as being at risk from raw water quality deterioration 

Number of hectares of land 

enhanced to increase biodiversity 

The number of hectares of company land which we have proactively 

managed and monitored to produce a net gain in biodiversity/wildlife 

through active conservation work. 

Water Industry National Environment 

Programme completion 

We will deliver all elements of work that are required under the Water 

Industry National Environment Programme (WINEP). 

Greenhouse Gas emissions The amount of operational Greenhouse Gas emissions we produce per 

megalitre of treated water. 

Bespoke Abstraction Incentive 

Mechanism (AIM) 

We will apply a bespoke AIM measure to four groundwater abstraction 

sites. We will measure the level of abstraction and when trigger levels (for 

low flow) are reached, we will commit to reducing abstraction at those sites. 

Engaging and working with 

abstractors to improve catchment 

resilience to low flows (pilot PC) 

We will measure the percentage of relevant abstractors in high risk areas 

that have been engaged with to encourage a reduction in water use. We will 

run this as a pilot performance commitment in two specific locations. 
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2. Our performance commitments levels  

2.1 Setting performance commitments levels  

We have fully embraced Ofwat’s PR19 methodology for setting performance 

commitment levels (PC levels). This involves using six possible approaches to set the 

PC levels for 2020 to 2025, as summarised in the diagram below. 

 

 

These six approaches and the remainder of this section are focused on how we have 

set our PC levels for 2020 to 25. To be consistent with the Ofwat methodology, we 

have also set out our ambition for service levels up to 2040. We explain in Annex A 

how we have determined these future possible service levels.   

We have adopted these six approaches in a measure-by-measure way. This means 

that for each performance commitment, we collected all available data, and 

considered which approaches it was possible to carry out. In some cases for 

example we had comparative information and historical information, whereas in other 

cases (e.g. new innovative performance commitments) we did not have this 

information. To ensure that we applied the approaches in a consistent way, we 

developed the following principles in advance of setting our performance commitment 

levels. For example, where we had comparative information available, we focused 

our attention on what that would be a stretching level, and used results from cost-

benefit analysis as more of a cross-check. We adopted this principle as it will give our 

customers the best value for money.  

In Annex A we provide further detail on the data and evidence that we have used to 

set our stretching PC levels. 

Performance 
commitment 

levels

Cost benefit 
analysis 
(CBA)

Comparative 
data

Historical 
data

Minimum 
improvement

Maximum 
level 

attainable

Expert 
knowledge
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Table 7: Principles for setting our performance commitments 

Principle Explanation 

We will adopt the six 

approaches in a measure 

specific way 

 Some of the approaches are more suited to some measures, e.g. we do not 

always have comparative information  

 We will focus on comparative information where we have it, as we think it 

will give customers the most stretching PC / best deal  

 We will also use the results of the CBA, even if only as a cross-check 

We will use an 

exponential trend to 

forecast performance 

where the level is getting 

close to zero 

 We will generally use a linear trend to forecast performance improvements 

 However, we will use an exponential trend to forecast performance 

improvements, where the level of performance is approaching zero 

We will rely on our 

baselines for new 

customer satisfaction 

measures 

 We will rely on our baseline surveys to set our PCs for our new customer 

satisfaction measures  

 We will commit to improving on these baselines 

Our long-term ambition 

will be the same across 

all our satisfaction PCs 

 Our long-term ambition is for all our customers to be highly satisfied, 

regardless of who they are 

 This also means our long-term ambition will be the same level for the 

satisfaction of customers in vulnerable circumstances 

We will only apply 

deadbands to CRI and 

ERI 

 We will apply deadbands for CRI and ERI – in those cases there is more 

uncertainty, due to these measures being new and having low data 

availability on current performance levels 

 

In general, our PC levels have been set with particular reference to comparative 

information (where available), expert judgement, and our stakeholders’ views of what 

is stretching. This means that our CBAs were used more to cross-check those 

proposed PC levels, and to assess whether we have customer support for those 

levels. This approach is proportionate for PR19, as CBA is only one aspect of the 

way that we have set PC levels. It has meant that we have sometimes committed to 

delivering a more stretching level of performance than the CBA would suggest we 

should, as we have set our PC levels with more reliance on the comparative 

information or what our stakeholders think is a stretching level.  

We explain below our CBA approach. We provide further detail in appendix A on 

each of the CBAs that we have carried out for the PCs.  

 Costs. We summarise below our approach to estimating the costs.  

o We estimated our costs of delivering our proposed 2024/25 PCs and 

the scale of service improvement those investments would deliver. The 
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service level changes were generally compared to our current levels or 

the service levels we expect to be able to deliver in 2018/19 or 2019/20. 

o These costs included both capital expenditure and operating 

expenditure where appropriate. We annualised the capital expenditure, 

using our assumed asset lives and an assumption of the cost of capital.  

o This gave us a cost per year for delivering our 2024/25 PC levels.  

 Benefits. We summarise below our approach to estimating the benefits where 

we have PR19 customer research.  

o We carried out two pieces of household customer research: a traditional 

WTP survey; and an innovative Attribute Valuation online tool that we 

designed. Further details of these pieces of research can be found in 

‘Appendix 1 Engagement’. We triangulated these pieces of research by 

applying a one third weighting to the results from the online tool and a 

two thirds weighting to the results from our WTP survey. More detail is 

provided in Annex B on this triangulation approach. These two surveys 

covered most of the PCs that we carried out a CBA for, but in a couple 

of cases we used specific household customer research (e.g. financial 

supporting customers in vulnerable situations, and supporting 

customers on our Priority Services Register). We multiplied the 

household valuations by the number of households in our region. 

o We also carried out a willingness to pay (WTP) survey with business 

customers. We multiplied the business customer valuations by the 

number of businesses in our region. 

o We added together the total valuations for all households and the total 

valuations for all business customers. This meant that the combined 

valuation was weighted by the number of households and businesses.  

We also note that for the low pressure performance commitment we have 

relied on customer research from PR14 as this was not shown to be a high 

priority area for customers for further testing. 

 Approach taken. We compared the costs per year with the valuations per 

year to assess the net benefit of the service improvements. As we were 

carrying out a CBA cross-check of our PC levels, we always assessed a 

service improvement to our 2024/25 PC level and always ensured that we 

were consistent in the scale of service improvement we considered on the cost 
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and benefit sides.1 The results of the CBA therefore provided a useful cross-

check to the other approaches and confirmed whether we have customer 

support for those levels.  

In addition to our measure-by-measure approach, our aim was also to ensure that 

our complete outcomes package represented a good deal for customers. This meant 

that once we had set initial PC levels using the six approaches and principles 

explained above, we reviewed those initial levels and assessed how stretching the 

overall proposed package was. This included an internal review of how stretching our 

initial commitment levels were across the range of measures.  This review included 

discussion with our Board, Executive team, our core regulatory team, and those 

people in our business who will be responsible for delivering on these promises. We 

also calculated the amount of change that we are committing to for each PC, so that 

we could get a sense of the level of stretch included for each PC level and for the 

package as a whole. As we followed a common approach for each PC, this ensured 

that our whole package is stretching.  

Having carried out this internal review, we then shared all of this information with our 

CCG and other external stakeholders, and listened to their challenges on where they 

felt we could go further. We summarise later in this appendix how we have 

responded to the challenges we received from our CCG and others. 

Following this final review of our overall package, we had our complete set of PC 

levels, including our long-term ambition for all PCs. In the table below we summarise: 

our PC levels for 2025; our 2040 ambition; our 2017/18 performance; the % change 

that we have committed to delivering by 2025 relative to that 2017/18 level; our 

2019/20 forecast performance; and the % change that we have committed to 

delivering by 2025 relative to the 2019/20 level. These percentage changes illustrate 

just how much stretch is included in our promises.  

Our initial service level (i.e. 2019/20 service level) has been based on our latest 

forecast of performance, taking into account our performance to date and how we 

expect to be able to improve from that, and also taking into account our 2015 to 2020 

PC levels.  

 

                                                
 

1 We note that sometimes our costs or benefits did not reflect a service improvement that exactly matched up to our 2024/25 PC 
level. In these cases, we adjusted the costs or benefits so that they were reflective of the correct service level change.  



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 21 of 189 
 

 

  
 

Outcome Performance Commitment 2025 Promise 2040 ambition 

2017/18 

performance 

level 

2019/20 

forecast level 

% change 

from 2017/18 

% change 

from 2019/20 

Our customers are 

happy with the 

service we provide 

Customer experience measure (C-MeX) As per methodology As per methodology N/A N/A N/A N/A 

Satisfaction of household customers who are 

experiencing payment difficulties 
4.5 4.6 N/A N/A N/A N/A 

Satisfaction of household customers who are 

receiving non-financial support 
4.5 4.6 N/A N/A N/A N/A 

Segmented satisfaction 4.5 4.6 N/A N/A N/A N/A 

Satisfaction of household customers on our 

vulnerability schemes during a supply 

interruption 

4.5 4.6 N/A N/A N/A N/A 

Our customers 

trust the safety and 

quality of their tap 

water 

Appearance of tap water 0.79 0.5 1.32 1.17 40% 33% 

Taste and odour of tap water 0.29 0.09 0.51 0.45 44% 36% 

Water quality compliance (CRI) 0 0 2.03 0 N/A N/A 

Developers rate the 

service we provide 

to them  

Developer experience measure (D-MeX) As per methodology  As per methodology  N/A N/A N/A N/A 

We help customers 

out of water poverty  

Household customers receiving financial 

support 
65,000 135,000 21,445 30,000 203% 117% 

Household customers receiving non-financial 

support 
60,000 150,000 9,325 15,000 543% 300% 
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Outcome Performance Commitment 2025 Promise 2040 ambition 

2017/18 

performance 

level 

2019/20 

forecast level 

% change 

from 2017/18 

% change 

from 2019/20 

We give customers 

extra help when 

they need it 

Satisfaction of stakeholders in relation to 

assistance schemes offered by SEW 
4.5 4.6 N/A N/A N/A N/A 

Leakage levels are 

sustainable and 

supported by 

customers 

Leakage reduction target  10% 33% 

-0.7% (relative 

to 2019/20 

baseline) 

0% (baseline) 14% 14% 

Customers are 

empowered to 

reduce their water 

use  

Per capita consumption  140 125 154 149 9% 6% 

All the water we 

supply is 

accounted for 

Gap sites Achieved  Achieved N/A N/A N/A N/A 

Voids – household properties 2.1% 2.1% 2.2% 2.1% 4.5% Stable 

Voids – business properties 8.1% 8.1% 8.1% 8.1% Stable Stable 

Our water supplies 

are maintained 

during more severe 

droughts 

Risk of severe restrictions in a drought  0 0 0 0 Stable Stable 

Our water supply 

network is resilient 

for this generation 

and the next 

Unplanned maintenance/outage 4.6% 4.5% N/A N/A N/A N/A 

Company sites at risk of flooding  92 N/A N/A N/A N/A N/A 

Event risk index (ERI) 0 0 69.2 0 N/A N/A 

Water supply interruptions 4 3.1 43.9 10 91% 60% 
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Outcome Performance Commitment 2025 Promise 2040 ambition 

2017/18 

performance 

level 

2019/20 

forecast level 

% change 

from 2017/18 

% change 

from 2019/20 

Water mains bursts   183 183 186 183 2% Stable 

Properties at risk of low pressure 0.5 0.5 0.5 0.5 Stable Stable 

Our environment 

thrives, now and 

into the future 

Greenhouse gas emissions  58 58 288 182 80% 68% 

WINEP programme completion Completed Completed N/A N/A N/A N/A 

Number of hectares of land enhanced to 

increase biodiversity 
1,460 1,822 N/A N/A N/A N/A 

Engaging and working with landowners and 

land managers to improve catchment 

resilience related to raw water quality 

deterioration 

14,217 20,499 N/A N/A N/A N/A 

Abstraction Incentive Mechanism (baseline 

Ml/d)  

- Kingston 

0  0  
AIM did not 

trigger 
N/A N/A N/A 

Abstraction Incentive Mechanism (baseline 

Ml/d)  

- Charing 

0 0 N/A N/A N/A N/A 

Abstraction Incentive Mechanism (baseline 

Ml/d)  

- Itchel 

0 0 N/A N/A N/A N/A 

Engaging and working with abstractors to 

improve catchment resilience to low flows 
20% 40% N/A N/A N/A N/A 
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3. Our outcome delivery incentives  

3.1 The overall process we have followed for determining our ODIs  

Companies can apply financial and reputational incentives to PCs, or just 

reputational incentives. We understand that the default for PR19 is to apply financial 

incentives, but that there may be some exceptions to this, for example if there is 

customer support for a reputational ODI or if a particular PC is not well suited to a 

financial ODI. Recognising this, we developed a three stage process for deciding 

whether or not we should apply financial incentive to our ODIs: 

• First, we developed a set of criteria for applying financial incentives (as the 

default was to have them) and then assessed on a PC by PC basis 

• Secondly, we reviewed the overall package to ensure that our customers’ 

interests were properly reflected and we were sufficiently incentivised to 

deliver on our promises to our customers. 

• Thirdly we investigated the views of our customers in relation to whether we 

should set financial ODIs for our suite of vulnerability metrics 

We summarise in the table below the criteria that we developed to decide whether or 

not we should apply financial incentives to our PCs.  

Table 8: Criteria for not applying financial incentives  

 

Using these criteria, we reviewed our list of PCs, and decided where financial 

incentives should be applied. We summarise and explain these decisions in the table 

below.  

Criteria for not applying financial incentives 

1. Is there any customer evidence to suggest that a financial incentive would be 
inappropriate?  

2. If the PC is more asset focused, is there any strong customer evidence for 
outperformance payments?  

3. Is the company already sufficiently incentivised elsewhere to deliver a 
strong performance / would financial incentives overlap with another PC?  

4. Would it be inappropriate for the company to gain from any outperformance 
payments on a given PC?  

5. Is there insufficient evidence / data to set the PC with certainty, such that 
customers or the company would be unreasonably exposed if a financial 
incentive was applied?  
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In almost all cases where we have applied out and under performance payments, we 

are confident that we can evidence the customer support for higher service levels, 

using the insights from our customer research that customers value higher levels of 

service in these areas. For some PCs (C-MeX and D-MeX) where we apply out and 

under performance payments, the incentive rates will be calculated by Ofwat, and 

therefore the incentive rates will not be based directly on our own customer research. 

However, even in these other cases, we are confident that our customers will benefit 

from any outperformance, and are therefore comfortable in applying out and under 

performance payments in these cases as well.  

Table 9: financial incentives – reasons for decisions taken 

Outcome PCs  
Reputational or 
financial ODI 

Reason for decision  

Our customers are happy 
with the service we 
provide 

Customer experience (C-
MeX) 

Out and under 
performance 
payments 

Our plans are consistent with 
Ofwat’s expectations for PR19. 

Segmented satisfaction 
(6 segments) 

Reputational 
incentive only 

We will not apply financial ODIs to 
these PCs at PR19 to avoid 
overlap with the financial 
incentives on C-MeX. 

Vulnerable customer 
satisfaction with our 
service (2 PCs) 

Reputational 
incentive only   

We discussed whether it would be 
appropriate to apply ODIs to these 
PCs with our CCG, as these PCs 
relate to customers in vulnerable 
circumstances. We also carried 
out research with household 
customers on this question, which 
provided support for ODIs, and in 
particular support if any 
outperformance payments were 
ring-fenced and used to further 
improve services for customers in 
vulnerable circumstances.  

On balance we have decided to 
only have reputational incentives, 
as these PCs are new and 
baselines have only just been set.  
It also did not feel right as a 
responsible business to be 
potentially collecting rewards in 
this area.  

Satisfaction of customers 
on our vulnerability 
schemes during a supply 
interruption 

Our customers trust the 
safety and quality of their 
tap water 

Appearance of water Out and under 
performance 
payments 

Although these are asset health 
PCs, they are more closely related 
to customer outcomes than some 
other asset health PCs, and our 
customer research shows that our 
customers value improvements in 
these PCs. We therefore feel it is 
appropriate to include both under 
and out performance payments. 

Taste and odour of water 

Water quality compliance 
(CRI) 

Under-
performance 
payments only 

We will set our PC level at zero, 
consistent with Ofwat’s 
expectations, which means it is not 
possible to have outperformance 
payments. 
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Outcome PCs  
Reputational or 
financial ODI 

Reason for decision  

Developers are happy 
with the service we 
provide to them 

Developer experience (D-
MeX) 

Out and under 
performance 
payments 

Our plans are consistent with 
Ofwat’s expectations for PR19. 

We help customers out of 
water poverty 

Customers receiving 
financial support from 
South East Water 

Reputational 
incentive only   

We discussed whether it would be 
appropriate to apply ODIs to these 
PCs with our CCG, as these PCs 
relate to customers in vulnerable 
circumstances. We also carried 
out research with household 
customers on this question, which 
provided support for ODIs, and in 
particular support if any 
outperformance payments were 
ring-fenced and used to further 
improve services for customers in 
vulnerable circumstances.  

On balance we have decided to 
only have reputational incentives, 
as these PCs are new and 
baselines have only just been set.  
It also did not feel right as a 
responsible business to be 
potentially collecting rewards in 
this area. 

We give customers extra 
help when they need it 

Customers receiving non-
financial support from 
South East Water 

Our stakeholders are 
happy with the service 
we provide to customers 
who need extra support 

Satisfaction of 
stakeholders in relation to 
assistance offered by 
South East Water 

Leakage levels are 
sustainable and 
supported by customers 

Leakage reduction Out and under 
performance 
payments 

Our plans are consistent with 
Ofwat’s expectations for PR19.  

Customers are 
empowered to reduce 
their water use 

Per capita consumption  

All the water we supply is 
accounted for 

Gap sites  Reputational 
incentive only 

Due to the lack of available data 
on our relative current 
performance, industry 
performance level and possible 
future performance levels, we do 
not consider that it is appropriate 
to apply a financial incentive at this 
point.  

Voids – household 
properties 

We intend to 
apply out and 
under 
performance 
payments 

Following discussion with our 
CCG, we have decided to apply 
financial ODIs to household voids 
but not to non-household voids – 
this is due to the nature of the non-
household voids PC being quite 
volatile over time and less 
controllable from a wholesaler 
perspective. 

Voids – business  
properties 

Reputational 
incentives only 

We keep water flowing 
during more severe 
droughts 

Risk of severe 
restrictions in a drought  

Under 
performance 
only  

We have applied under 
performance payments only to 
protect customers if we do not 
deliver our schemes. However, as 
we are currently at 0%, there is no 
scope to outperform.   

Our water supply is 
resilient for this 
generation and the next 

Unplanned 
maintenance/outage 

Reputational 
incentive only 

This PC is new, and is not ready 
for financial incentives to be 
applied to it as it lacks relative and 
historical context. If the PC 
definition and data on comparative 
performance becomes sufficiently 
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Outcome PCs  
Reputational or 
financial ODI 

Reason for decision  

developed, we would want to apply 
under performance payments to 
this PC.  Indeed if Ofwat were able 
to create a PC framework from 
information provided in plans we 
would readily accept as we believe 
this should be a financial ODI. 

Company sites protected 
from the risk of flooding  

Under 
performance 
payments 

We will commit to meeting a 
certain programme of work, and 
will provide protection for 
customers if we do not deliver this. 
However, it would not be 
appropriate for us to be 
incentivised to deliver beyond this 
programme of work, as it would 
result in customers paying to 
reduce the risk to an unnecessarily 
low level.  We considered a timing 
benefit on performance but 
considered it to potentially be seen 
to drive the wrong behaviour. 

Events risk index (ERI) Reputational 
incentive only 

This PC is new, and is not ready 
for financial incentives to be 
applied to it, it has no robust 
historical or comparative context 
and is bedding in both in 
companies and the regulator. 

Water supply 
interruptions  

Out and under 
performance 
payments 

Our plans are consistent with 
Ofwat’s expectations for PR19.  

Mains bursts Under 
performance 
payments 

We do not have strong customer 
support for outperformance 
payments on this PC, and as this 
is an asset health PC, we are only 
applying underperformance 
payments.  

Low pressure Out and under 
performance 
payments 

Although these are asset health 
PCs, they are more closely related 
to customer outcomes than some 
other asset health PCs, and our 
customer research shows that our 
customers value improvements in 
these PCs. We therefore feel it is 
appropriate to include both under 
and out performance payments. 

The environment thrives, 
now and in the future 

Greenhouse Gas 
emissions  

Reputational 
incentive only  

Following feedback from our CCG, 
we made our PC level more 
stretching. Due to this additional 
challenge and the uncertainty in us 
being able to achieve that (due to 
uncertainty around grid 
decarbonisation), we have in 
agreement with our CCG changed 
this to be a reputational incentive.   

Engaging and working 
with landowners and land 
managers to improve 
catchment resilience 

Out and under 
performance 
payments 

We know that environmental 
issues are important to our 
customers so we would like to 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 28 of 189 
 

 

  
 

Outcome PCs  
Reputational or 
financial ODI 

Reason for decision  

related to raw water 
quality deterioration 

apply financial incentives to these 
PCs.  

Number of hectares of 
land enhanced to 
increase biodiversity  

Water Industry National 
Environment Programme 
completion (WINEP) 

Reputational 
incentive only 

As there is no uncertainty around 
the requirements for us, we will not 
apply financial incentives.   

Bespoke Abstraction 
Incentive Mechanism 
(AIM) 

Under 
performance 
payments 

We will set out financial incentives 
in-line with option 3 of Ofwat’s AIM 
guidelines. 

Engaging and working 
with abstractors to 
improve catchment 
resilience to low flows 
(pilot PC) 

Reputational 
incentive only 

This is an innovative measure and 
we are introducing it as a pilot in 
two locations for this AMP. If this 
PC is a success at improving the 
water environment, we will reflect 
on whether this PC should have 
financial incentives in future price 
reviews.  

 

Having developed this overall package, we reviewed it as a whole, as highlighted in 

our second step above. We believe that this strikes the right balance between giving 

us robust incentives to deliver against our commitments, and protecting customers 

sufficiently if we do not. We recognise that there are a number of reputational 

incentives in our package, but this is because we have challenged ourselves to 

introduce many new and innovative measures, and also because a number of our 

measures our satisfaction related, which would overlap with C-MeX. We are also 

confident that our reputational incentives alone will provide powerful incentives for us 

to deliver on these promises.   

We also appreciate that in-period ODIs bring service payments closer in time to when 

customers receive the service, and would therefore make our financial ODIs more 

powerful. We have decided to apply in-period ODIs in all cases, except the following 

situations:  

• where we have material concerns about the impact on bill volatility;  

• where we have committed to delivering a particular service level by the end of 

the period, and an in-period ODI would give undue focus to the speed of 

delivery; 

• where we have committed to delivering programmes of work over the five 

years (because if we were to assess performance annually in these cases, 

this may drive the wrong incentives to give undue focus to annual targets, and 

then potentially affect the efficiency and effectiveness of the programme). 

We have reviewed our outcomes package and how we intend to manage bill 

volatility, and we do not have any particular concerns around individual bespoke 
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PCs. We have however identified three PCs where we have committed to delivering 

a particular service level by the end of the period, and as the speed of delivery is not 

the driving factor on those PCs and indeed if we were incentivised annually it would 

likely mean the wrong behaviours are incentivised to the detriment of the 5 year 

programme efficiency, it would therefore be inappropriate to apply in-period ODIs to 

these PCs.  

We therefore propose to apply in-period ODIs to all PCs where we have financial 

incentives, except for those three PCs where we have service level commitments for 

the end of the 5 year period. 

We summarise in the table below the decisions we have made in relation to ODIs – 

whether each PC has as financial ODI, and whether it is in-period or not. 

Table 10: Summary of ODIs  

Outcome PCs  Reputational or financial ODI 
In-period or 
not 

Our customers are happy 
with the service we 
provide 

Customer experience (C-
MeX) 

Out and under performance 
payments 

In-period 

Segmented satisfaction 
(6 segments) 

Reputational incentive only In-period 

Vulnerable customer 
satisfaction with our 
service (2 PCs) 

Reputational incentive only   In-period 

Satisfaction of customers 
on our vulnerability 
schemes during a supply 
interruption 

Reputational incentive only   In-period 

Our customers trust the 
safety and quality of their 
tap water 

Appearance of water Out and under performance 
payments 

In-period 

Taste and odour of water Out and under performance 
payments 

In-period 

Water quality compliance 
(CRI) 

Under-performance payments only In-period 

Developers are happy 
with the service we 
provide to them 

Developer experience (D-
MeX) 

Out and under performance 
payments 

In-period 

We help customers out of 
water poverty 

Customers receiving 
financial support from 
South East Water 

Reputational incentive only   In-period 

We give customers extra 
help when they need it 

Customers receiving non-
financial support from 
South East Water 

Reputational incentive only   In-period 

Our stakeholders are 
happy with the service 
we provide to customers 
who need extra support 

Satisfaction of 
stakeholders in relation to 
assistance offered by 
South East Water 

Reputational incentive only   In-period 

Leakage levels are 
sustainable and 
supported by customers 

Leakage reduction Out and under performance 
payments 

In-period 
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Outcome PCs  Reputational or financial ODI 
In-period or 
not 

Customers are 
empowered to reduce 
their water use 

Per capita consumption  Out and under performance 
payments 

In-period 

All the water we supply is 
accounted for 

Gap sites  Reputational incentive only End of AMP 

Voids – household 
properties  

Out and under performance 
payments 

In-period 

Voids – business 
properties 

Reputational incentives only In-period 

We keep water flowing 
during more severe 
droughts 

Risk of severe 
restrictions in a drought  

Under performance only  In-period 

Our water supply is 
resilient for this 
generation and the next 

Unplanned outage Reputational incentive only In-period 

Company sites protected 
from the risk of flooding  

Under performance payments End of AMP 

Events risk index (ERI) Reputational incentive only In-period 

Water supply 
interruptions  

Out and under performance 
payments 

In-period 

Mains bursts Under performance payments In-period 

Low pressure Out and under performance 
payments 

In-period 

The environment thrives, 
now and in the future 

Greenhouse gas 
emissions 

Reputational incentive only  In-period 

Engaging and working 
with landowners and land 
managers to improve 
catchment resilience 
related to raw water 
quality deterioration 

Out and under performance 
payments 

End of AMP 

Number of hectares of 
land enhanced to 
increase biodiversity 

Out and under performance 
payments 

End of AMP 

Water Industry National 
Environment Programme 
completion (WINEP) 

Reputational incentive only End of AMP 

Bespoke Abstraction 
Incentive Mechanism 
(AIM) 

Under performance payments In-period 

Engaging and working 
with abstractors to 
improve catchment 
resilience to low flows  

Reputational incentive only End of AMP 

 

3.2 Setting the level of outperformance payments and under-performance 

payments 

 

We believe that ODIs play an important role in incentivising improvement in 

companies’ performance levels, and also providing the appropriate protection for 

customers, if we do not deliver on our promises to customers. In our view it is also 

important that ODIs are set in a way that strikes the right balance between setting 
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powerful incentives to achieve these objectives, while ensuring there is enough 

flexibility in the system to reduce the chance that these ODIs distort company 

behaviours.   

Ofwat has set out in its methodology document that companies should use bottom-up 

formulas to set financial ODIs, as follows.  

 
 

Ofwat has also provided the following additional guidance in relation to how to apply 

these formulas.  

• The incremental benefit should be interpreted as customer valuations, and 

can therefore be the triangulated values, rather than only the results from 

traditional WTP surveys.  

• The cost sharing rate (p) can be approximated as being 50%.  

• Any adjustments to these formulas should be clearly explained and grounded 

in customer evidence.  

We set out in this section how we have applied the formulas and Ofwat’s guidance to 

set our financial ODIs. Firstly, we describe the approach that we have used to set our 

financial ODIs. 

• Step 1: We collected cost data for various service level improvements, and 

calculated unit costs from this cost data and associated service levels. This 

information is used to form the cost part of the underperformance penalties.  

• Step 2: We took the results from our customer research and the triangulated 

customer valuations to form the benefit part of the formula.  

We have two key pieces of quantitative customer research from PR19, our WTP 

survey and the results from our innovative attribute valuation research. In our 

triangulation process, we evaluated the research against clear criteria and concluded 

that it was appropriate to apply a 33% weighting to our attribute valuation research 

and a 67% weighting to our WTP research. We also cross-checked our valuation 

results against the findings from our analysis of contact data, the insights from our 

qualitative customer research, and our stakeholders’ views on particular PCs. More 

information on our triangulation approach can be found in Annex B. 
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To ensure that we interpreted the valuations appropriately, we used the total 

valuations that most closely aligned to our PC service levels, and then calculated 

marginal valuations from this information on total valuations and PC levels.   

• Step 3: We then applied the formulas mechanistically to our marginal cost 

and marginal valuation data. This resulted in our draft ODIs.  

• Step 4: The mechanistic application of the formulas resulted in some low or 

negative underperformance penalties. This is likely to be because we have 

been encouraged to set particularly stretching PCs, where in some cases our 

marginal costs outweigh the marginal valuations. To make our package of 

incentives balanced, we amended these low or negative underperformance 

payments and set them equal to the outperformance payment rates. More 

detail on how we calculated each of our ODIs can be found in Annex A. 

• Step 5: We decided whether we should apply any deadbands, caps and 

collars, and how we would apply enhanced ODIs. 

• Step 6: We decided how these ODIs should be applied across price controls / 

different parts of our business.  

• Step 7: We reviewed our overall package of incentives using RoRE analysis 

(which we describe more in the following section). As a result of this review, 

we made some adjustments to our draft ODIs to make the overall package 

more balanced.  

• Step 8: We reviewed our overall RoRE range and compared this to the overall 

range of financial incentives that customers told us would be acceptable.  

We provide more detail on this approach and the decisions we made in the 

remainder of this section.  

Our draft ODIs that were completed by the end of step 4 were generally based on a 

mechanistic application of Ofwat’s formulas. Where we have deviated from this 

approach it is explained in Annex A for each PC. 

At step 5 of our approach, we considered whether we should apply any deadbands to 

the way that we calculate our incentives, recognising that Ofwat has generally 

discouraged the use of deadbands, except for cases like CRI where there is material 

uncertainty around possible performance levels. We have decided to be consistent 

with Ofwat’s methodology on this, and will only apply deadbands in a limited number 

of cases: CRI; and ERI. These PCs are new for PR19, and there is a limited amount 

of available data on current performance. This means there is uncertainty around 

what an ambitious target would be for 2020 to 2025. We believe that it would be 

inappropriate for us to not apply deadbands in these cases, as the additional risk 

without the deadbands could lead to undue focus being paid on these PCs relative to 

others.  
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We have also considered whether we should apply any caps and collars to our 

incentive package. We reviewed our overall package, and in particular the potential 

risk and reward balance for each PC, and we felt that it would be appropriate to apply 

caps and collars to supply interruptions. This is because we want to ensure that our 

package incentivises the right behaviours. ODIs at PR19 will be powerful, and so we 

will have strong incentives to meet (and indeed beat) our targets. But, if the potential 

downside was uncapped on supply interruptions in particular, then the risk exposure 

could lead to poor incentives and too much focus on us achieving this target, rather 

than others. In terms of protecting customers and treating them fairly, we believe that 

customers should be protected whatever the cause of the interruption, but recognise 

that extreme events affect some customers greatly while many are unaffected – 

therefore we believe capping the ODIs and delivering enhanced compensation to 

affected customers is fairer. 

While this was our intention, we asked our customers which option they would prefer 

us to do. The majority of customers preferred the option where we offer more in 

compensation to directly affected customers and limit the amount we pay in 

underperformance payments to all our customers. Given that we have this customer 

support, which is required under the Ofwat methodology to justify the use of caps and 

collars, we have decided to apply caps and collars to this PC (see section 3.5.1. for 

more details). We have capped our maximum outperformance payment at a 

performance level ahead of 2 minutes per property and put a collar at a maximum 

underperformance payment at a performance level behind 14 minutes per property. 

Where we perform behind the collar, we will pay enhanced compensation to those 

customers who have been directly affected by the interruption.  

Finally, we considered where we should apply enhanced ODIs. Ofwat’s methodology 

allows for enhanced ODIs on common PCs only. We have decided not to apply 

under or out performance enhanced ODIs to any PCs. This is because our 2020 to 

2025 plan is ambitious across the full suite of performance commitments and the 

incentives around the PCs are balanced. Including further incentives on some PCs 

may provide undue focus to a subset of areas, and may lead to an unbalanced risk 

and reward package.   

In summary we have decided to: 

• apply deadbands to CRI, and ERI only; 

• apply caps and collars to supply interruptions only; and 

• not apply enhanced incentives to any common PCs. 

To allocate these ODIs across price controls we have followed a mixed approach. 

We held a meeting with internal experts to get their views, and also reviewed the 

allocation of costs across these PCs. Our allocation is therefore based on expert 
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judgement and evidence on how our costs are generally split across delivering these 

PCs.   

We summarise in the table below how our ODIs are split across the price controls. 

We have included our reputational PCs as well.  

Table 11: Price control allocation  

PCs  Water resources  Water network plus Household retail  

Water quality compliance 
(CRI) 

10% 90%  

Water supply interruptions  5% 95%  

Leakage   100%  

Per capita consumption   25% 75% 

Risk of severe restrictions in a 
drought  

75% 25%  

Mains bursts  100%  

Unplanned outage  5% 95%  

Segmented satisfaction   25% 75% 

Satisfaction of customers 
experiencing payment 
difficulties 

  100% 

Satisfaction of customers 
receiving non-financial 
support 

 50% 50% 

Satisfaction of customers 
during supply interruptions  

 50% 50% 

Stakeholder satisfaction  50% 50% 

Number of customers 
receiving financial support 

 10% 90% 

Number of customers 
receiving non-financial 
support 

 50% 50% 

Greenhouse gas emissions  25% 74.5% 0.5% 

Engaging and working with 
landowners and land 
managers to improve 
catchment resilience related 
to raw water quality 
deterioration 

100%   

Number of hectares of land 
enhanced to improve 
biodiversity  

50% 50%  

Completion of Water Industry 
National Environment 
Programme (WINEP) 

20% 80%  

Low pressure  100%  

Appearance of water 20% 80%  

Taste and odour of water 20% 80%  

Event risk index (ERI) 10% 90%  

Bespoke Abstraction 
Incentive Mechanism (AIM) 

100%   
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PCs  Water resources  Water network plus Household retail  

Engaging and working with 
abstractors to improve 
catchment resilience to low 
flows 

100%   

Company sites protected from 
the risk of flooding  

5% 95%  

Gap sites  50% 50% 

Voids - household properties  25% 75% 

Voids - business properties  100%  

 

At step 7, we then calculated our initial RoRE range (we explain in more detail how 

we have calculated that RoRE range in the following section). We reviewed our initial 

range and the balance of incentives across PCs, and decided that there was a 

disproportionate amount of potential risk and reward on PCC and also on carbon 

emissions. We feel that this is inappropriate, particularly as any change in 

performance on PCC will be the result of changes in our customers’ behaviours and 

habits (particularly as at 2020 we will have completed our customer metering 

programme), and we may benefit from decarbonisation of the electricity system for 

carbon emissions.  

As a result of this, and to make our overall balance more proportionately split across 

PCs, we have amended our out and under performance payments on PCC by 

halving the incentive rates. We also discussed the options for carbon emissions with 

our CCG, and agreed to make this PC reputational, as we also made our PC level 

more stretching, following feedback from our CCG. We have made no further 

adjustments to the draft ODIs. We then updated our RoRE analysis to take account 

of this change to PCC to develop our final RoRE range. Our final RoRE range is -

2.62% to +0.53% (excluding C-MeX and D-MeX). 

We summarise in the table below the approaches that we have used to set our ODIs, 

and in particular explain why in some cases we have amended the Ofwat formulas.  

Table 12: Approach to calculate ODIs  

PCs  
Approach used to 
calculate ODIs 

Reason for using alternative 
approach to formulas 

Water quality compliance (CRI) Cost-based penalty rate No customer valuations on this 
measure 

Water supply interruptions  Ofwat formula for reward, 
symmetric penalty  

Penalty rate was negative using 
standard Ofwat formula 

Leakage  Ofwat formula NA 

Per capita consumption  Ofwat formula for reward, 
symmetric penalty – and 
then ODIs were halved 

Penalty rate was lower than reward 
rate using standard Ofwat formula 

We then halved our ODIs, as our 
performance on this PC is heavily 
affected by our customers’ 
behaviours   



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 36 of 189 
 

 

  
 

PCs  
Approach used to 
calculate ODIs 

Reason for using alternative 
approach to formulas 

 

Risk of severe restrictions in a drought  Cost-based penalty rate No customer valuations on this 
measure 

Mains bursts Cost-based penalty rate No customer valuations on this 
measure 

Engaging and working with landowners 
and land managers to improve 
catchment resilience related to raw 
water quality deterioration 

Ofwat formula NA 

Number of hectares of land enhanced 
to improve biodiversity 

Ofwat formula NA 

Low pressure Ofwat formula NA 

Appearance of water Ofwat formula for reward, 
symmetric penalty 

Penalty rate was negative using 
standard Ofwat formula 

Taste and odour of water Ofwat formula for reward, 
symmetric penalty 

Penalty rate was negative using 
standard Ofwat formula 

Bespoke Abstraction Incentive 
Mechanism (AIM) 

Amended version of penalty 
rate based on operating cost 
of alternative sources  

We have used the cost at our most 
expensive AIM site and doubled this. 
We have used this amended version 
of one of Ofwat’s approaches, as our 
AIM sites operate at a similar cost to 
the alternative sources. Our CCG is 
supportive of this approach.   

Company sites protected from the risk 
of flooding  

Cost-based penalty rate No customer valuations on this 
measure 

Following feedback from our CCG, 
we have based the penalty on the 
cost of the most expensive site 
(rather than the average) plus an 
additional 10% 

Voids – household properties  Ofwat formula NA 

 

We provide more details on how we have calculated our ODIs in Annex A. 

Finally in step 8, we compared our final RoRE range with the views that we received 

from customers in our customer research on ODIs. Our customer research shows a 

level of support for maximum out and under performance payments of between 2% 

and 5% of customers’ annual bills although a large proportion of customers (43% 

household, 53% non-household) would prefer no change to their bill (see section 

3.5.2). This amounts to a RoRE range of between 1% and 2%. As a result of this 

research, we did not make any further adjustments to our ODIs.  

We summarise below our ODIs for PR19. 

Table 13: Incentive rates  

PCs  Unit of measure Underperf. payment  Outperf. payment  

Water quality compliance 
(CRI) 

Unit on index £697,508 N/A 

Water supply interruptions  Minutes / property £98,162 £98,162 
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PCs  Unit of measure Underperf. payment  Outperf. payment  

Leakage  % reduction £596,296 £331,261 

Per capita consumption  Litres / head / day £136,069 £136,069 

Risk of severe restrictions in a 
drought  

% of population  £164,158  N/A 

Mains bursts Bursts / 1,000 km pipes £83,290 N/A 

Engaging and working with 
landowners and land 
managers to improve 
catchment resilience related 
to raw water quality 
deterioration 

Hectare of land £764 £438 

Number of hectares of land 
enhanced to improve 
biodiversity 

Hectare of land £11,303 £5,935 

Low pressure Number of properties / 
10,000 connections 

£85,361 £75,377 

Appearance of water Contacts per 1,000 people 
supplied 

£947,410 £947,410 

Taste and odour of water Contacts per 1,000 people 
supplied 

£4,757,578 £4,757,578 

Bespoke Abstraction 
Incentive Mechanism (AIM) 

Megalitres per day £530 (All sites) N/A 

Company sites protected from 
the risk of flooding  

Per site £726 N/A 

Voids – household properties  % of household properties £1,622,956 £822,605 

 

3.3 Stretching targets and ODIs 

As a final cross-check, we assessed the level of stretch built into our PC levels by 

calculating what underperformance payments we would get if we continued to 

perform at our current levels during 2020 to 2025. For each PC with a financial ODI, 

we calculated the difference between current performance (from 2017/18) and the 

PC levels in each year, and then multiplied this difference by the underperformance 

payment rates. We carried this calculation out for each year of the period.  

This calculation shows that if we continued to perform at our current levels on all PCs 

with financial ODIs, we would face a total underperformance payment for the five 

year period of £35.1m. This equates to 1.22% in RoRE terms. The equivalent 

calculation at PR14 led to a possible total penalty of £7m. This comparison illustrates 

just how stretching our PC levels are this time around and how material our potential 

underperformance payments could be.  

Annex C provides more detail for each performance commitment on our comparative 

performance and why we believe the targets set for each measure are stretching. 
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Table 14: Underperformance payments if current service continues  

PCs  

 
Unit of measure 

Underperformance 
payments if we perform at 

current levels (£m)  

Water quality compliance (CRI) Unit on index £2.2m 

Water supply interruptions  Minutes / property £4.3m 

Leakage  % reduction £9.6m 

Per capita consumption  Litres / head / day £4.1m 

Risk of severe restrictions in a drought  % of population  £0m 

Mains bursts Bursts / 1,000 km pipes £1.4m 

Engaging and working with landowners 
and land managers to improve 
catchment resilience related to raw 
water quality deterioration 

Hectares of land £3.5m 

Number of hectares of land enhanced 
to improve biodiversity 

Hectares of land £3.3m 

Low pressure Number of properties / 10,000 
connections 

£0m 

Appearance of water Contacts per 1,000 people supplied £1.8m 

Taste and odour of water Contacts per 1,000 people supplied £3.7m 

Bespoke Abstraction Incentive 
Mechanism (AIM) 

Megalitres per day £0m 

Company sites protected from the risk 
of flooding  

Per site £0m 

Voids – household properties % of household properties £1.0m 

TOTAL £35.1m (1.22% in RoRE terms) 

 

3.4 Customer research findings on performance commitment targets 

As part of our final stage acceptability testing research we asked customers for their 

view on each of our performance commitments and whether they thought our targets 

were stretching.  We surveyed 1,700 household customers and 200 businesses.   

They were given a short amount of information about each performance commitment 

and target and asked whether they thought the target was ambitious.  They could 

answer “yes”, “no” or “don’t know”. 

The results were mixed across the measures with the range of scores shown below. 

Household customers: 

Answer Average Minimum Maximum 

Yes 47 32 61 

No 38 22 54 

Don’t know 15 10 21 

 

Businesses: 
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Answer Average Minimum Maximum 

Yes 59 27 87 

No 34 7 68 

Don’t know 7 1 22 

 

The quantitative surveys were developed following qualitative focus groups and 

cognitive testing to ensure customers were able to answer the questions, however 

we believe the mixed results show that it is difficult for customer to make an informed 

view on the targets via a quantitative survey. 

Through our engagement with stakeholders we found that in depth discussions were 

needed to ensure they understood the measure, the rationale for our current 

performance and proposed targets.  We also found that further supplementary 

information was required in most situations about what our plans were to achieve 

each target (for example what activities would be undertaken) to help them make an 

informed view how ambitious the target was. The customer results correlate almost 

perfectly with the size of the change for example a high percentage reduction 

attracted a higher score it is very difficult to get across the “effort” required something 

we were able to do with stakeholders, also due to the number of ODIs we were 

unable to ask them how stretching the targets were as a package each respondent 

was asked about 5 measures.  We feel the better measure therefore is the overall 

acceptability of the plan that considers all measures and price as a package. 

Testing customers’ views on targets is an area that we believe needs further 

development in order for the results to be used in a robust manner.  We will be 

looking to trial different approaches to this through our ongoing engagement with 

customers so that we can get a more informed view from them on this important 

area. We suspect there will need to be a trade-off between qualitative and 

quantitative techniques leaning towards a more deliberative qualitative approach that 

will then be less robust in terms of read across to all customers 

The full results from this research can be found in Appendix 1 Engagement. 

3.5 The overall acceptability of our ODI package  

We wanted to test the overall acceptability of our ODI package with our customers, 

as we are conscious that our ODIs will affect their bills directly. We carried out two 

research projects with both our household and non-household customers: one 

specifically to test whether they support the use of financial ODIs in principle, and 

also what level of financial incentives they are prepared to have; and acceptability 

testing of our overall plan, which included a question on our ODI package. We also 

carried out extensive engagement with our CCG on our ODI package including: 

explaining the principles of the ODI framework early on in the engagement process; a 
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follow-on session on outcomes; a workshop on our approach to setting PCs and 

ODIs; and a final session on the PCs levels and ODI rates.  

We summarise in this section the findings of our customer research and also the 

engagement with our CCG and other stakeholders, including our Environmental 

Focus Group.  

3.5.1 To customers – ODI research findings  

 

Ofwat stated in its PR19 methodology document that it expects “companies to 

develop their ODIs in consultation with their customers, and obtain customer support 

for the overall RoRE range proposed in their business plan.” As a result of this 

requirement, we carried out customer research specifically on ODIs.  

The objectives of this piece of research were to get customer insights on: 

• The principle of out and under performance payments; 

• the maximum scale of those payments;  

• the options for the incentive package relating to supply interruptions; and  

• whether we should have financial incentives on our six measures relating to 

customers in vulnerable circumstances.  

This research was carried out with both household and non-household customers 

using computer aided telephone interviewing. We interviewed a sample of 500 

representative households and 120 non-households. We summarise the results of this 

research in this section.  

The first question was “to what extent, do you agree, or disagree, with the principle that 

the price people pay for their water services should be based on the level of service 

customers receive?” The results of this question are below, which show that the 

majority of customers (81% of households and 71% of non-households) support the 

principle of paying a price that is based on the level of service they receive.  

Table 15: Water bills based on service level received  

Customers views on the principle that their water bills 
should be based on the level of service received  

Households Non-households 

Strongly agree 23% 23% 

Agree 58% 48% 

Neither agree or disagree  11% 17% 

Disagree  7% 8% 

Strongly disagree  1% 4% 

 

3.5.2 To customers – Caps and collars research  

The second question within our ODI research covered caps and collars relating to 

supply interruptions. It was “what is the maximum you would want the bill level to go 
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up or down by?” We summarise the results of this question below, which show that the 

majority of household and almost half of non-households selected a non-zero number 

in this question.  

Table 16: Variation in bill due to service  

Maximum amount that customers would want their bill to 
go up or down 

Households Non-households 

0% of average annual bill  43% 53% 

2% of average annual bill 21% 28% 

5% of average annual bill 23% 16% 

7% of average annual bill 3% 1% 

9% of average annual bill 11% 3% 

The third question was “Please say which of these two options you would prefer: 

• Option A: South East Water gives industry standard compensation payments 

to each household directly affected by a supply interruption (for example £30 

per directly affected household); and a relatively small amount of money (for 

example £5 per household per year) goes to all households as the overall 

performance targets have not been met 

OR  

• Option B: More is given in compensation to those who were directly affected 

by a supply interruption (for example £50-£100 per directly affected 

household), and a lower amount (for example £2 per household per year) 

goes to all households as the overall performance targets have not been 

met.” 

The results show that 63% of households and 53% of non-households prefer option 

B, where we provide more in compensation payments to directly affected customers 

and a lower amount to all customers.  

Table 17: Supply interruptions payments  

Preferred option Households Non-households 

Strongly prefer option A  8% 6% 

Tend to prefer option A 11% 18% 

No preference / don’t know  18% 23% 

Tend to prefer option B 32% 23% 

Strongly prefer option B 31% 30% 
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3.5.3 To customers – ODIs for vulnerability PCs 

The final question within our ODI research covered ODIs relating to PCs for 

customers in vulnerable circumstances. It was only included in the household version 

of the survey. It was “Please say which of these three options you would prefer: 

• Option A: South East Water won’t receive a financial outperformance 

payment for exceeding their stretching target to support customers in 

vulnerable situations 

OR  

• Option B: South East Water will receive a financial outperformance payment if 

they exceed the agreed stretching target. These additional funds would be 

covered by a small increase in bills (e.g. up to £1 per household per year). 

OR 

• Option C: South East Water will receive a financial outperformance payment if 

they exceed the agreed stretching target.  However this money will be re-

invested back into services to support vulnerable customers.  These 

additional funds would be covered by a small increase in bills (e.g. up to £1 

per household per year) - and the money will be ring-fenced to only be used 

to provide support for customers in vulnerable circumstances” 

This shows that the majority of customers (63%) support us having an outperformance 

payment on PCs relating to customers in vulnerable circumstances, and the option with 

the most support (54%) was outperformance payments that are ring fenced.  

Table 18: Financial incentives for  vulnerability measures 

Preferred option Households 

Option A 23% 

Option B 9% 

Option C 54% 

Don’t know  14% 

 

Overall this research provides us with customer support for: 

• including financial ODIs in our business plan; 

• having a RoRE range of around 1% - 2% (as this equates to around 2% - 5% 

of customers’ average annual bills);  

• enhanced compensation payments for customers affected by supply 

interruptions, and caps and collars on the ODIs for supply interruptions; and  

• including financial ODIs on PCs relating to customers in vulnerable 

circumstances (although on balance we have chosen to apply reputational 

ODIs for these PCs – see notes earlier on this point). 
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3.5.4 To customers – overall acceptability testing  

We also carried out acceptability testing with our household and non-household 

customers to get their views on our overall business plan, including their views on our 

proposed bill levels and ODIs.  

We surveyed 857 household customers and 100 businesses through a mix of online 

and in-home surveys. 

The main findings of this are shown below. 

Acceptability of the plan  Households Businesses 

Perfectly acceptable 17% 39% 

Acceptable 61% 49% 

Neither acceptable nor unacceptable 16% 8% 

Unacceptable 3% 1% 

Completely unacceptable 1% 3% 

Don’t know 2% 0% 

 

This shows that only 4% of household customers and of businesses found our plan 

unacceptable. 

With the survey results showing this high level of acceptability we are confident that it 

shows that our overall plan for 2020 to 2025 is the right one for our customers – 

balancing a bill that remains stable over the five years while at the same time improving 

service across every performance commitment. 

The full results from this research can be found in Appendix 1 Engagement. 

3.5.5 To our CCG  

We have engaged with our CCG throughout the development of our business plan on 

a wide range of issues. We have held multiple face-to-face meetings with our CCG, 

phone calls, and have received comments via emails. During this engagement, we 

have received challenges from our CCG in a number of areas and we have 

responded to those challenges to improve the quality of our business plan and to 

offer better value for our customers.  

In the table below we summarise the challenges that we have received from our 

CCG in relation to our outcomes package, and how we have responded to those 

challenges.  
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CCG challenge Our response 

SEW needs to carry out wider engagement with 

expert stakeholder groups on how stretching the 

targets are 

Wider engagement carried out and results are shown in 

Section 3.5.6. 

Better use of external benchmarking is needed in 

the PCs including internal and where appropriate 

cross sector. 

Benchmarking has been undertaken within the water industry 

for all PCs where this is possible.  Water industry 

benchmarking is the most appropriate for this so that the 

measures and consistent and comparable. 

Where benchmarking outside of the industry has been 

undertaken this is highlighted in Annex A for each PC. 

Two examples of where external benchmarking has altered 

our plan are the consideration of the adoption of green 

energy across a number of sectors on our greenhouse gas 

target.  Plus the use of research undertaken in other 

industries relating to customer satisfaction changes in setting 

all our PCs that relate to this areas. 

Both SEW and Ofwat/CCWater freeze thaw 

research indicates that vulnerable customer 

protection, particularly during water outages is a 

potential gap and an area that warrants further 

focus. 

We have included a new bespoke performance commitment 

‘satisfaction of household customers on our vulnerability 

schemes during a supply interruption’ specifically to focus on 

this important area. 

Map for each outcomes who you have engaged 

with and their views. 

Wider engagement carried out and results are shown in 

Section 3.5.6. 

How is the company going to disseminate their 

performance information during 2020-25 period 

to customer, CCGs and other stakeholders. 

See Section 4 that describes how we will report on our 

performance during the period 2020-25. 

Ensure that you have used wider research in 

developing your projections for ODIs. e.g. Pestel 

analysis – e.g. farmers and Brexit subsidies and 

incentives. 

We have used wider research where relevant for example we 

undertook a literature review to ascertain what stretching 

satisfaction targets represent and what are stretching annual 

performance increments. We have utilised PESTLE 

techniques where appropriate for example in the Responsible 

Business Strategy and the Environmental Strategy and 

therefore considered future changes such as Brexit and 

changes to Common Agricultural Policy which will affect our 

ability to effectively deploy catchment management.  In other 

areas we have utilised market information to alter our view on 

targets for example we have taken account of the increasing 

availability of green energy in our greenhouse gas reduction 

target and the likelihood of innovation in smart metering 

relevant in the assessment of our ability to meet the leakage 

target. 

Proposed PC levels for segmented satisfaction 

of 4.4 in final year do not show any improvement 

for some customer segments 

We initially set our PC levels at 4.4 by 2024/25 and our long-

term targets at 4.5, and in response to our CCG challenge, 

we changed our PC levels to 4.5 by 2024/25 and our long-

term targets to 4.6 

SEW should consider strengthening the incentive 

rates for the PC on risk of flooding 

Our initial underperformance payment for this PC was based 

on the average site. Following feedback from our PC, we 

based the underperformance payment on the most 

expensive site plus an additional 10%. 
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SEW should engage with expert stakeholders – 

specifically in relation to the PC for greenhouse 

gas emissions 

We spoke to a range of carbon experts (including the Carbon 

Trust). Following these additional discussions, we amended 

our PC levels by committing to a much more stretching PC 

level than we had initially discussed – we are now committing 

to reduce our emissions by 80%. Due to this more stretching 

target, the uncertainty around energy markets, and the lead 

time that it takes to introduce renewables directly we have 

changed this PC to have reputational incentives.  

Further, we have decided to publish a range of 

supplementary metrics as part of our ‘responsible business 

KPIs’ that highlight our energy mix and also include 

information about our energy efficiency, and the impact of our 

land acting as a carbon sink. We propose that these 

additional metrics could be potential new PCs for PR24. Our 

long-term ambition will be to move towards using more 

renewable energy directly, and becoming more self-sufficient 

in our energy use.  
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3.5.6 To our stakeholders 

The tables below show the feedback received from regulators and stakeholders, Natural England, Environment Agency, Ofwat and Waterwise. 

Also shown in the table are our responses to these comments and how they have had an impact on our performance commitments or targets.  

We have also had feedback from stakeholders to our Water Resources Management Plan.  Please see our ‘Statement of Response’ for how 

these have influenced our performance commitments and resources plan. 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Protecting 

wildlife and 

increasing 

biodiversity 

Natural England 

Natural England commend South 

East Water for their exemplary work 

and consistent commitment to protect 

and enhance wildlife and increase 

biodiversity on company owned land. 

We believe the proposal to increase 

the area of actively managed land 

from 54% to 67% within the next 5 

years and to 84% by 2040, is a 

challenging commitment with 

potential to significantly increase 

biodiversity across South East 

Water’s landholdings.  We look 

forward to working with South East 

Water in developing suitable 

biodiversity metrics in line with 

revised Defra guidance (due in 

September) to support this 

commitment. 

Feedback supportive – we will continue 

with quarterly regulation meetings to 

progress biodiversity metrics when they 

are available. 

- Definition of measure and supporting narrative to be amended to 

explain the proportion of land the target represents and how this 

activity extends and enhances the work we are already undertaking 

as part of your Environmental Resilience Strategy. 

- Measure expanded to include an additional element to our 

biodiversity commitment covering Greywell. 

- Clarification that ‘net gain’ will be based on Defra metrics (to be 

published in the Autumn of 2018) and agreed with Natural England. 

 

- Target retained at 25% improvement between 2016/17 and 

2024/25. 

Kent County 

Council 

There appears to be a good spread of 

PCs. Increasing biodiversity’ that 

reflect local priorities. 

Feedback supportive – no action 

required 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Whitewater 

Valley 

Preservation 

Society 

I suggest this objective needs to go 

much further and should be looking at 

the ecology dependent upon the 

aquifers from which abstraction is 

taking place, where the physical 

impact of abstraction can be identified 

upon springs, groundwater or other 

water bodies. An example of this was 

the work done in relation to Greywell 

Fen, and it would also apply to rivers. 

I also have in mind the Basingstoke 

Canal which at the time of 

construction was clearly intended to 

benefit from the springs which supply 

the Greywell source and is now a 

failing SSSI. 

In response to this comment we have 

added an additional element to our 

biodiversity commitment covering 

Greywell. With relation to other sites, 

this is approach is covered through our 

restoring sustainable abstraction work. 

WWF 

We, again, would support any 

commitments providing 

environmental gains.  Our concerns 

with this commitment are, however, 

two-fold.  Firstly, the target is only for 

a further 13% of land to be brought 

into better management – this could 

be higher we feel.  Secondly, the 

methodologies to define and measure 

“protecting” and “increasing” must be 

robust and definitely deliver net 

benefit. 

A step change of 13% is challenging 

due to both the complexity and amount 

of work required to deliver this work. 

Added to this, a substantial investment 

is required to maintain current 

biodiversity levels, (we are starting from 

a very high level of performance in this 

area which we need to maintain). 

Methodologies together with defined 

measures will be agreed and signed off 

by Natural England. Further detail on 

this is provided with the performance 

commitment. 

Ofwat To improve clarity and for 

completeness, you may want further 

The PC has been amended to reflect 

this (in the stretching target section).  
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

detail about: 

- The scale of the performance 

commitment in the number of 

hectares of land you proactively 

manage and monitor in order to 

appreciate the size of the challenge 

you have committed to, and how this 

extends and enhances the work you 

are already undertaking as part of 

your Environmental Resilience 

Strategy; and 

- The approach you will take to verify 

the net gains in biodiversity and 

whether this will be independently 

assessed. 

Net gains in biodiversity will be 

independently assessed through 

Natural England, the metric for net gain 

will be based on Defra metrics (to be 

published in the Autumn of 2018). 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Engaging and 

working with 

landowners 

and land 

managers to 

improve 

catchment 

resilience 

related to raw 

water quality 

deterioration 

Natural England 

We support South East Water’s 

commitment to increase engagement 

with landowners in priority risk areas 

from 28% to 42% within the next 5 

years and to 60% by 2040. We believe 

this to be a challenging target which 

can deliver significant water quality 

improvements in the long term. 

No further action 

- Definition of measure updated to explain what activities are 

included and how they have a positive impact. 

 

- Target retained at 48% improvement between 2016/17 and 

2024/25. 

Kent County 

Council 

There appear to be a good spread of 

PCs covering the established 

performance issues along with some 

No further action 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

new ones on issues like ‘Engaging with 

abstractors’ 

Whitewater 

Valley 

Preservation 

Society 

We need to identify more precisely the 

measures which will have a positive 

impact. For example “a farmer’s 

agreement to, say, a 10 metre silt 

protection zone either side of a river 

bank or water body”. The measures 

should be tailored to the specific 

objectives, so for example where rivers 

are intended to benefit the measure 

should include the total length being 

protected, and preferably the total 

length of river bank under the farmer’s 

control. 

We agree, and further detail on 

measures are now included in the 

performance commitment 

WWF 

We support any increase in more 

environmentally-focused land 

management delivering beneficial 

outcomes for the water 

environment.  However, we believe the 

target should be more challenging – at 

least 50% by 2025 – as the priority at 

risk areas worked on are only a small 

proportion of SEW’s operational area 

(5.9%, we believe).  

Target levels of engagement have been 

set using expertise from Catchment 

Sensitive Farming (i.e. independent 

advice). Their advice was that higher 

levels of engagement were unachievable 

as our work is delivered through a 

collaborative approach as we do not 

have any regulatory mechanisms 

supporting our work. Current 

performance is 28% engagement with a 

2025 target of 42%. 

The priority areas relate to arable land 

within the drinking water protection area 

– i.e. the area which is most likely to 

impact raw water quality. We could 

include all land within our catchments but 

we feel this would be misleading as it 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

would not accurately reflect the risk to 

drinking water. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Water Industry  

National 

Environment 

Programme 

completion 

WWF 

Simon Aguss (WWF), We are slightly 

confused by this commitment.  You 

appear to be committing to deliver a 

programme you are statutorily obligated 

to deliver, and if you fail to deliver you are 

not setting yourself any financial 

penalties.  So you appear to be setting a 

reputational commitment only, with no 

disincentives for delivery failure? 

We agree, reputational has been chosen 

to demonstrate that we are taking our 

environmental obligations seriously.  

Completion of WINEP is a statutory 

obligation and action can be taken 

against the company for non-delivery of 

the programme.  Therefore it would be 

inappropriate to have this as a financial 

measure.  The Environment Agency 

have encouraged companies to include 

this as a bespoke measure to reaffirm 

their commitment to this programme of 

work. - Measure retained as reputational only. 

Ofwat 

To improve clarity and for completeness, 

you may wish to consider providing 

further detail about: 

- How the definition acknowledges the 

Environment Agency’s requirement that 

two thirds of the programme is completed 

by the end of year two, and; 

- If the definition should make clear how 

any financial adjustment is allocated 

between two wholesale price controls.  

We will meet the deadlines of each 

element of the WINEP programme and 

will report on this annually to the E.A. 

There is no financial reward or penalty 

associated with this commitment, it is 

purely reputational. 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Greenhouse 

gas emissions 

WWF 

Simon Aguss (WWF), This is not an area of 

expertise for us, so we can only comment 

generally.  It would be useful to know what 

are the detailed plans to reduce GHG 

emissions, e.g. generation of own energy, 

switching to electric vehicles, etc, to assess 

how challenging SEW are being?  From our 

interpretation of the provided data for this 

commitment, we believe it is very 

unambitious and doubles the comparative 

level of SEW’s divergence from the 

projected upper quartile: whilst we support 

any reduction by 2025, it seems the 250kg 

level proposed would place SEW 66% above 

the projected upper quartile, when you are 

currently only 33% above this level.  Hence, 

you should maintain your current level from 

the upper quartile as a minimum – i.e. set a 

target of around 200kg for 2025. 

Discussion with Carbon Trust and carbon expert 

based on what factors should be considered 

when developing a measure and target:  

- Grid decarbonisation – SEW will naturally 

benefit from the overall grid decarbonising and 

this will lower the figures reported under the 

emissions measure for SEW (as it will for all 

companies). 

- Purchase of green energy contracts – 

Companies are now moving their energy 

contracts to be based on 100% green energy 

(note – there is an energy price premium for this). 

- Use of renewables directly – there are options to 

install renewable technology on some of SEW 

sites. 

- Energy efficiency – improving energy efficiency 

would also reduce carbon emissions, although 

there are limits to the impact this could have. 

- Carbon sink – there are environmental/carbon 

benefits that SEW is not currently capturing and 

reporting as the land we own will absorb carbon 

and other pollutants. This could be reported 

alongside SEW’s emissions to show an offset and 

report the ‘net’ figure.  

- Measure retained as ‘Greenhouse gas emissions – 

kgCO2 emissions per megalitre of treated water’. 

- Target increased from 13% reduction between 

2016/17 and 2024/25 to 80% reduction from 2017/18. 

Results in target reducing from 250 kgCO2 for 

2024/25 to 58 kgCO2. 

- Measure changed to be reputational only to reflect 

increase in target and uncertainty due to range of 

factors including – grid decarbonisation, purchase of 

green energy, use of renewables and energy 

efficiency. 

- Supplementary metrics will also be published as part 

of our ‘responsible business KPIs’ that highlight the % 

mix of our energy, and also include information on our 

energy efficiency and the impact of our land acting as 

a carbon sink. Our ambition is to use this suite of 

measures as a pilot for new potential PCs at PR24 

(i.e. the next price review process). 

CCG 

SEW need to demonstrate engagement with 

experts on this performance commitment to 

ensure the measure is appropriate and the 

target is stretching 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Engaging and 

working with 

Kent County 

Council 
There appear to be a good spread of PCs covering the 

established performance issues along with some new 
No further comment needed -Definition of measure and supporting narrative updated to 

include: 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

abstractors to 

improve 

catchment 

resilience to 

low flows (pilot 

PC) 

ones on issues like ‘Engaging with abstractors’ and 

‘Increasing biodiversity’ that reflect local priorities. 

- Further detail on the specific coverage of high risk areas 

identified and how we will assess if abstractors have taken up 

one of the forms of engagement listed. 

- Further definition for each of the engagement methods. 

- Level of aspiration to reduce abstraction volumes. 

WWF 

It is difficult to comment on this target as there is no 

baseline of past engagement.  We note the 

engagement is only in two high risk areas, so would 

hope this is an initial trial to be up scaled considerably 

in subsequent AMPs.  Also, what assessment of 

abstractors for targeting will be undertaken?  The 

levels of impact on actual abstraction reduction will 

vary considerably from the 20% of abstractors with the 

smallest licence volumes to those with the 

largest.  This level of aspiration to reduce abstraction 

volumes should be addressed by further definition of 

the commitment.   

Agreed, this is a pilot 

commitment where we are trying 

to understand the impact of wider 

abstraction activities on two key 

catchments. 20 per cent is set 

based on catchment 

management experience with 

planning period. The future of 

this commitment will depend on 

what the studies find. 

Ofwat 

To improve clarity further detail should be included on 

the specific coverage of high risk areas identified and 

how you will assess if abstractors have taken up one 

of the forms of engagement listed. For completeness 

we suggest that each of the engagement methods is 

clearly defined. 

The PC definition has been 

amended to reflect this. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Bespoke 

Abstraction 

Incentive 

Mechanism 

Whitewater 

Valley 

Preservation 

Society 

John Fleming (WVPS) Whilst for Greywell 

this proposal is a technical solution to a 

complex problem with the Fen and may well 

be welcomed by the owner (the Hampshire 

Wildlife Trust), in the longer term this 

Further detail now included in the 

performance measure definition. 
-Definition to be updated to reflect the 3 AIM sites. 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 53 of 189 
 

 

  
 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

solution needs to be weighed up and the 

other ecological benefits of the closure of the 

source should not be ignored. 

As far as the other sources mentioned 

(Itchell and East Meon), I should appreciate 

more information concerning the current and 

proposed abstraction levels in each case. 

Environment 

Agency 

We received an email confirming the 

following: "I can confirm that we broadly 

accept the AIM schemes you are proposing 

for PR19 and expect that you will establish a 

penalty rather than a reward performance 

commitment for undertaking this work in 

AMP7. 

There are however risks associated with 

each of the AIM schemes proposed and 

further work is needed to clarify the trigger 

points and trigger levels before we can 

agree the AIM targets. 

We are also keen to understand how the 

Charing option ‘fits’ with the longer ambition 

for the Kent Lower Greensand aquifer and 

how you are proposing to manage these AIM 

sources.  We note your comment on the 

Kingston source ‘Outputs have been 

managed at below AIM, with demand 

transferred to Thanington.’ 

The EA has confirmed it has no objections 

or challenges to our AIM process. It 

supports the process we have followed to 

select AIM sites, and set baseline and 

trigger criteria relevant to each AIM site 

too. The EA is not in a position to formally 

sign off AIM, the EA see AIM to be an 

Ofwat programme. But the EA support our 

approach and decision making concerning 

sites to be included. We have ensures the 

Performance Commitment should have a 

penalty only incentive. 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Leakage 

Kent County 

Council 

Some, such as PCC and leakage, are clearly 

very stretching and also subject to external 

factors outside the control of SEW but, 

nevertheless, reflect the critical importance 

of those issues. 

No further comment needed 

No change to target. 

WWF 

It is clear that, using Ofwat’s leakage 

methodology, the SEW proposal is for a 10% 

reduction in the AMP7 period.  Whilst we 

applaud SEW for currently being in the 

upper quartile of water companies for 

leakage, we would like SEW to rise to the 

challenge set by Ofwat of achieving 15% 

leakage reduction during the period 2020 -

2025.  Ofwat have laid down a clear 

expectation to the industry, and SEW should 

seek to achieve this, not a one-third 

reduction on the challenge. 

The intention from Ofwat was to set a 

challenging target on leakage as the 

industry had plateaued and leakage was a 

heightened issue for customers.  Our plan 

is to deliver a 14% reduction in leakage 

from 2020 to 2025 as we intend to reduce 

leakage, as we have virtually every year, in 

the remaining years of this period - so our 

starting position will be different to other 

companies. This results in a 14% reduction 

from this year to 2025 and takes us to the 

lowest level of leakage ever seen in the 

UK and we believe that is sufficiently 

stretching so we do not believe a further 

adjustment is needed.   

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Per capita 

consumption 

Natural 

England 

We believe this is a stretching target 

particularly given the company’s good 

current baseline position. We also welcome 

the commitment to drive down customer’s 

water consumption so that it is closer to 

national average levels (140 l/h/d) over the 

No further comment needed PCC reduction increased from 4% in the dWRMP to 8% 

reduction.  No further change proposed. 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

next 5 years. We consider the revised long 

term target of 125.5 l/h/d by 2040) to be 

sufficiently stretching taking into account the 

current higher than average levels of usage.  

Kent County 

Council 

Some, such as pcc and leakage, are clearly 

very stretching and also subject to external 

factors outside the control of SEW but, 

nevertheless, reflect the critical importance 

of those issues. 

In general, I find the Ofwat determined PCs 

that are based on comparison with overall 

industry performance to be rather unrefined 

and they do not adequately reflect the 

current performance and particular 

circumstances of each company. 

No further comment needed 

WWF 

Whilst we are meeting with SEW 

representatives on 19th July to discuss this 

in detail, we will still state we think the 

139l/h/d target by 2025, plus that for 2040, 

are disappointing.  We would like to see a far 

more stretching long-term PCC target of 100 

litres or less by 2040, with appropriate 

milestones built in from today to reach that 

target. 

A high proportion of metered properties and 

high PCC should be viewed as a positive 

baseline from which to address PCC with 

renewed ambition – there is lots of room to 

improve and one of the basic tools in the 

form of water meters is already present. 

Affluent customers should not be used as an 

excuse for not acting: the water company 

Both parties have had a chance to 

exchange views and whilst we understand 

WWF will always want water demand to be 

a low as possible we have to consider the 

wider resilience impacts of undelivered 

PCC reduction on our ability to supply 

customers both now and in the future.  We 

also have to recognise that we don’t want 

to use draconian measures to reduce 

demand and it is entirely within the gift of 

customers how much water they ultimately 

use.  To reach our 8% reduction in PCC 

we will have to deploy a significant range 

of new techniques this brings uncertainty 

and therefore risk, 8% represents around 

50% of the reduction achieved via 

metering to indicate how challenging 8% 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

must work smarter and engage with these 

customers in a way that works for them. 

When placed in the context of the significant 

supply options the company has proposed 

for development in its WRMP, this lack of 

ambition on PCC highlights a one-sided 

approach focussing heavily on supply 

options. We would like to see South East 

Water seriously review their options, 

including their scale of water efficiency work. 

Additionally, we do not support the reduction 

in penalty level from the Ofwat norm, as this 

seems to mainly be about reducing financial 

risk to SEW, rather than setting challenging 

targets.   

Updated following meeting with SEW 

19/07/18:  

We appreciated the extra time with SEW to 

talk through the challenges South East 

Water face in terms of guaranteeing a 

resilient supply into the future. We maintain 

the view that South East Water should show 

real commitment and ambition in demand 

management for PR19, particularly in 

relation to water efficiency. We do applaud 

South East Water for being one of the first 

water companies to trial social norms 

feedback, and it is great to hear about other 

work such as that with Hive. But we are no 

longer at the ‘trial-stage’ of water efficiency; 

whilst we strongly support the piloting of new 

approaches and accept that confidence in 

the potential savings cannot be shown until 

the next AMP, there is an ever growing body 

is.  We have however increased our level 

of ambition from the Draft WRMP position 

of a 4% reduction. 

 

We also pointed out that one potential 

implication of setting PCC targets that end 

up to be unachievable is that this will 

increase the likelihood of the use of 

environmental permits potentially harming 

the environment at least in the short terms 

and this should be a consideration in 

WWF's thinking on this issue.  
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

of evidence around the effectiveness of tried 

and tested measures such as home retrofits, 

as well as plenty of best practice learning to 

ensure maximum impact. We would 

welcome further information around the 

details of the planned demand management 

programme, and look forward to the note 

from SEW on this point. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback 

Final position on performance commitment / 

target 

Appearance of 

water 
Ofwat 

For clarity, we consider that you report your 

performance, in line with the DWI definitions, per 

1,000 population, to two decimal places: 

http://www.dwi.gov.uk/stakeholders/information-

letters/2006/01_2006.pdf 

The PC definition has been amended to 

reflect this. 
Definition of measure updated to be based on per 

1,000 population rather than per 10,000. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback 

Final position on performance commitment / 

target 

Taste and 

odour of water 
Ofwat 

For clarity, we consider that you report your 

performance, in line with the DWI definitions, per 

1,000 population, to two decimal places: 

http://www.dwi.gov.uk/stakeholders/information-

letters/2006/01_2006.pdf 

The PC definition has been amended to 

reflect this. 
Definition of measure updated to be based on per 

1,000 population rather than per 10,000. 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Customer 

segmented 

satisfaction 

Ofwat 

For completeness, it would be helpful to 

understand how you will communicate the 

definition of these bespoke performance 

commitments (C.2. to C.7) and the customer 

segments to which they apply, so that 

customers and others can understand the 

segmentation that has been applied and 

recognise themselves within one of the 

segments. 

In terms of exemptions we note that the 

information submitted details that there are 

no mitigations or exceptions to the 

application of this bespoke performance 

commitment. We note, the proposed 

segmentation does not include business 

retailers or business customers receiving 

water from the wholesale business of South 

East Water, which suggests these 

customers are excluded from satisfaction 

measures. 

Our business plan and supporting 

appendices will outline how we define the 

different customer segments. 

We will communicate this to customers 

through our annual reporting including our 

People, Performance and Planet report. 

This performance commitment is in 

respect of households only so the 

definition has been updated to make this 

clear. 

Definition of measure and supporting narrative to be updated 

to: 

- Explain how we will communicate the definition of the 

measure and the customer segments to which they apply, so 

that customers and others can understand the segmentation 

that has been applied and recognise themselves within one 

of the segments 

- Explain that the measure only applies to household 

customers. 

 

Target increased from 4.4 by 2024/25 to 4.5 across all 

segments 

CCG 

The proposed target for 2024/25 of 4.4 out of 

five does not appear stretching as some 

customer segments are already at this level 

of satisfaction. 

We initially set our PC levels at 4.4 by 

2024/25 and our long-term targets at 4.5, 

and in response to our CCG challenge, we 

changed our PC levels to 4.5 by 2024/25 

and our long-term targets to 4.6 

 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 59 of 189 
 

 

  
 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Satisfaction of 

customers who 

are receiving 

non-financial 

support from 

South East 

Water 

Ofwat 

In terms of clarity, you may wish to explain 

whether the survey will need to be filled in by 

customers themselves or if it is also 

measuring the satisfaction of customer 

representatives, and thus can be completed 

by the representative. 

Survey can be completed by a customer's 

representative. 

Definition of measure and supporting narrative to be updated 

to outline that it can be completed by a customer's 

representative. 

 

- Target increased from 4.4 by 2024/25 to 4.5 – in line with 

segmented satisfaction targets. 
CCG 

The proposed target for 2024/25 of 4.4 out of 

five does not appear stretching as some 

customer segments are already at this level 

of satisfaction. 

Other industries show a higher level of 

satisfaction for vulnerable customers - how 

has this been used to set the target for 

SEW? 

We initially set our PC levels at 4.4 by 

2024/25 and our long-term targets at 4.5, 

and in response to our CCG challenge, we 

changed our PC levels to 4.5 by 2024/25 

and our long-term targets to 4.6. 

Overall principle is that we want all 

customer types/groups to be as satisfied 

as each other.  Therefore target not 

increased to be higher than segmented 

satisfaction (unless baseline shows a 

higher level already in which case the 

target will be to maintain that level of 

satisfaction). 

Baseline surveys are underway to 

understand current satisfaction score. 

Out of sector benchmarking to be shared 

with the CCG. 
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Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Satisfaction of 

customers on 

our 

vulnerability 

schemes 

during a supply 

interruption 

Ofwat 

For completeness, you may wish to consider 

including how often the measure will be 

published. 

Measure will be published annually. 

- Definition of measure and supporting narrative to be 

updated to outline that the measure will be reported annually. 

 

- Target increased from 4.4 by 2024/25 to 4.5 – in line with 

segmented satisfaction targets. 
CCG 

The proposed target for 2024/25 of 4.4 out of 

five does not appear stretching as some 

customer segments are already at this level 

of satisfaction. 

Other industries show a higher level of 

satisfaction for vulnerable customers - how 

has this been used to set the target for 

SEW? 

We initially set our PC levels at 4.4 by 

2024/25 and our long-term targets at 4.5, 

and in response to our CCG challenge, we 

changed our PC levels to 4.5 by 2024/25 

and our long-term targets to 4.6. 

Overall principle is that we want all 

customer types/groups to be as satisfied 

as each other.  Therefore target not 

increased to be higher than segmented 

satisfaction (unless baseline shows a 

higher level already in which case the 

target will be to maintain that level of 

satisfaction). 

Baseline surveys are underway to 

understand current satisfaction score. 

Out of sector benchmarking to be shared 

with the CCG. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Customers 

receiving 

financial 

support from 

Ofwat 

In terms of completeness, the short definition 

should reference your intention to set a target 

'based on the number of customers who are in 

financial difficulties at the start of the period 

Short definition of measure updated to 

take account of this. 

- Short definition of measure to be updated to include the 

text: 'based on the number of customers who are in financial 

difficulties at the start of the period with a target to increase 

take up of the Social Tariff and Watersure Tariff’ 
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South East 

Water 

with a target to increase take up of the Social 

Tariff and Watersure Tariff'. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Customers 

receiving non-

financial support 

from South East 

Water 

CCG 

Target does not appear stretching as SEW 

will benefit from being able to cross-refer 

customers it signs up to the Social Tariff.  

Challenge raised understanding the % of 

customers that appear on both Social Tariff 

and non-financial PSR. 

5% of customers appear on both Social 

Tariff and non-financial PSR.  However to 

ensure SEW does not 'benefit' in the 

achievement of the target from and cross- 

referral, another exclusion has been added 

to the performance commitment. 

- Definition to be expanded to exclude any customers 

registered on PSR who are also registered on Social Tariff or 

Watersure (in addition to excluding any registered as a result 

of data sharing). 

 

- Target retained at doubling number of customers on PSR by 

2024/25. 

 

 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Gap sites Ofwat 

For completeness, as the stated aim is to 

improve your processes, you should 

consider setting out your current approach 

and how your proposed approach 

improves on it. For example, when and 

how frequently you will cross-check your 

database and how will you select the third 

party databases you will use. In terms of 

completeness, it would also be helpful to 

provide more detail on timings. In 

particular, whether this process needs to 

have been introduced by the end of the 

Further detail now included in the 

performance measure definition. 

Definition of measure and supporting narrative to be updated 

to include an explanation of: 

- When and how frequently we will cross-check our database 

- How we will select the third party databases 

- Confirmation that the measure covers household and 

business customer gap sites 
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AMP or the beginning of the AMP (and 

then consistently implemented) to be 

deemed successful. Finally, in terms of 

clarity, it would be helpful to understand 

whether this will cover gap sites for 

residential customers, business customers 

or both. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Voids – 

household 

properties 

Ofwat 

To improve clarity, we suggest you explain 

whether voids and billed properties will be a 

snapshot taken on the same date each year 

or an average over a charging year. 

Snapshot to be taken at the end of each 

financial year. 

- Definition of measure to be updated to explain voids figure 

will be based on figures reported at the end of each financial 

year. 

 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Voids – 

business 

properties 

Ofwat 

To improve clarity, we suggest you explain 

whether voids and billed properties will be a 

snapshot taken on the same date each year 

or an average over a charging year. 

Snapshot to be taken at the end of each 

financial year. - Definition of measure to be updated to explain voids figure 

will be based on figures reported at the end of each financial 

year. 

 

- Measure to be changed to reputational (rather than financial 

as originally proposed) due to potential for level of voids to be 

volatile over time. 
CCG 

Concern raised over volatility of level of non-

household voids and how this could affect 

customers with the penalty rates proposed. 

Our initial view was that we should have 

financial ODIs on this PC. However, based 

on CCG feedback, we decided to apply 

reputational incentives only for this PC, 

due to the PC being quite volatile over 

time. 

 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 63 of 189 
 

 

  
 

Performance 

Commitment 
Stakeholder Feedback SEW response to feedback Final position on performance commitment / target 

Flooding CCG 
Observation that proposed penalty rate looks 

low (based on average site cost). 

Our initial underperformance payment for 

this PC was based on the average site. 

Following feedback from our PC, we based 

the underperformance payment on the 

most expensive site plus an additional 

10%. 

- The underperformance penalty rate for this measure has 

been increased to be based on the most expensive SEW site 

+ an additional 10% (rather than based on the average). 
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3.6 Whole risk-reward package 

3.6.1 RoRE analysis 

Ofwat has asked companies to summarise their overall incentive package using RoRE 

analysis (return on regulatory equity). This analysis shows the total upside and total 

downside of our financial incentive package as a percentage of our regulatory equity. 

We appreciate that this is a useful tool for Ofwat, our CCG, and other interested parties 

to compare the scale of our overall incentive package to other companies’ and also 

across industries. We have therefore carried out RoRE analysis on the financial ODIs 

within our package, in-line with Ofwat’s methodology.  

The RoRE range is calculated as follows: 

• Determine what the P10 and P90 levels are for each PC. This involves 

estimating what performance level we would perform at, if there is a 10% 

chance that we would perform worse than that to determine the P10 level. 

And similarly, we estimate the performance level for which there is a 10% 

chance we would perform better than that to determine the P90 level. The 

diagram below illustrates these levels.  

We estimated our P10 levels based on our worst historical performance and our 

expert judgement on what the P10 level is likely to be for each PC. We estimated 

our P90 levels based on what our experts felt would be a real stretch for us to 

achieve in 2020 to 2025. 

 

 

The table below summarises the P10 and P90 levels relative to our PCs. In some 

cases, we have applied a glide path to our PC levels throughout the five years, and we 

have also applied a glide path to our P10 and P90 levels in those cases. The P10 

shown in the table below is the P10 for 2020/21 and the P90 is for 2024/25. 
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Table 19: P10/P90 performance levels 

PCs  Unit of measure P10 PC P90 

Water quality compliance (CRI) Unit on index 8 0 N/A 

Water supply interruptions  Minutes / property 14 4 3.4 

Leakage  % reduction -3.3% 9.6% 14.0% 

Per capita consumption  Litres / head / day 154 140 138 

Risk of severe restrictions in a drought  % of population  23.5 0 N/A 

Mains bursts Bursts / 1,000 km pipes 203 183 N/A 

Engaging and working with landowners 
and land managers to improve 
catchment resilience related to raw 
water quality deterioration 

Hectares of land 9,500 14,217 17,358 

Number of hectares of land enhanced to 
improve biodiversity  

Hectares of land 1,100 1,460 1,671 

Low pressure Number of properties / 
10,000 connections 

1 0.5 0.2 

Appearance of water Contacts per 1,000 people 
supplied 

1.8 0.79 0.7 

Taste and odour of water Contacts per 1,000 people 
supplied 

0.6 0.29 0.2 

AIM – Kingston Megalitres per day -2 0 N/A 

AIM – Charing Megalitres per day -0.3 0 N/A 

AIM – Itchel  Megalitres per day -0.5 0 N/A 

Company sites protected from the risk of 
flooding  

Per site 87 92 N/A 

Voids – household properties  % of household properties 2.3 2.1 1.9 

 

• Calculate the financial impact for P10 and P90 levels. For each PC, we 

then calculated what the financial impact of the ODIs would be for the P10 

and P90 levels. This is based on the difference between the P10 / P90 levels 

and the PC, and the incentive rates. The calculation also takes account of any 

deadbands, and caps and collars. 

• Calculate the overall RoRE range. We used two approaches to calculate 

the overall RoRE range. 

– We first calculated the total RoRE range by adding up all of the P10 

financial impacts for all PCs to determine the total downside, and then all 

of the P90 financial impacts to determine the total upside. This assumes 

that all PCs at all times are at P10 / P90. 

– We then ran some Monte Carlo analysis using the @risk tool in Microsoft 

Excel to take account of the fact that performance on PCs may not be 

perfectly correlated, meaning that the total P10 scenario shouldn’t 

necessarily be based on the assumption that we would be P10 on all PCs 

and the same time. This analysis relies on some assumptions around the 

correlation between our performance on PCs. The modelling then uses 

the assumed distribution (we assumed normal) for the performance on 
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each PC, and the assumed correlations between the PCs, and carries out 

multiple simulations for calculating the total financial impact of the ODIs. 

Based on these multiple simulations and assumed correlations, we can 

calculate the total P10 and P90 levels for the overall financial impact of all 

PCs over the five year period.  

Our final RoRE range for the first approach is -2.62% to +0.53%, and our final RoRE 

range for the second approach is -2.21% to 0.29%. We note that, in-line with the 

Ofwat methodology, this reported range does not include C-MeX or D-MeX. 
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4. Reporting on our performance 

We know that taking an open and transparent approach to reporting performance is 

vital for trust and confidence of customers for a responsible business. We have been 

classified as self-assured via our Company Monitoring Framework for the last two 

years and aspire to maintain this position.  

We will aim to maintain our classification by using four forms of reporting our 

performance to customers, stakeholders and regulators. These are: 

1. Performance, People and Planet report 

In 2015-16 we introduced our Performance, People and Planet report which is aimed 

primarily at customers and stakeholders. The purpose of this report is to provide a 

summary of activity which the company has carried out during the year in all aspect 

of business.  

Looking forward to the next 5 year period we will be looking to improve this report 

further with a number of additions and alterations. 

Customer Friendly summary 

Making our performance clear and understandable is very important to enable 

customers to feel that they can trust the company is meeting its targets. With this in 

mind we will create a customer friendly summary of our Performance, People and 

Planet report, although this report is targeted at customers and stakeholders, a 

shortened 2 page document will make sure key details and performance metrics are 

easily found and understood with no industry jargon.  

We will look to develop a format for this summary over the next year with input from 

customers, stakeholders and staff, to make sure the report is accessible to all. 

ODIs for the period 2015 to 2020 

A number of our current performance commitments will not be carried forward into to 

our 2020 to 25 business plan as PCs, these are; 

 Number of breaches of abstraction licences, discharge consents and 

environmental permits 

 Number of pollution incidents (category 1 and 2) 

 Number of breaches of health and safety regulations 
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 Number of breaches of national security obligations 

 Number of compliance breaches of other statutory obligations and licence 

conditions 

The removal of these PCs should not be seen as a reduction in focus by the 

business, merely that we believe there are already significant incentives in place and 

there is no benefit in replicating the incentive in the form of a performance 

commitment.  

To provide customers, stakeholders and regulators assurance that the company has 

a continued focus on these measures we will continue to report our performance on 

them in our Performance, People and Planet report alongside our other responsible 

business KPIs. 

Segmentation definitions 

We are proposing the introduction of customer satisfaction by attitudinal 

segmentation as a progression from our current average satisfaction measures. We 

believe there is not an average customer and therefore from 2020 to 2025 there will 

be 6 new PCs, average satisfaction of 6 customer groups, surveyed customers will 

be asked a range of golden questions which will group them into the following 

segments;  

 Global Advocates  

 Just Me and Mine  

 Careful Neighbours  

 Busy Juggler  

 Living for Today  

 Mindful Optimists 

There will be no record held of which segment a customer falls into however we 

would like customers to be able to understand the segments and be able to 

recognise which segment they may fit into. In order to do this each segment will have 

a short definition alongside it when reported to show the types of attitudes would be 

held by someone in the particular segment.   

Responsible business commitments 

As part of our engagement with customer we have carried out a piece of research to 

test customers views on what a responsible business should do. Our staff and board 

members also carried out a short survey to help select the KPIs we would report on 
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during the 2020 to 2025 plan. We have 5 responsible business commitments with a 

number of KPIs sitting below each one, the full list of measures can be found in 

Appendix 3: Responsible Business. 

This year we will be reviewing our annual reporting approach to build on the 

integrated reporting and natural capital accounting methods so that from 2020 any 

new approaches in reporting have been embedded into our business. We will ensure 

that the progress of our responsible business measures are clearly presented in our 

future annual reports. We will also ensure these responsible business measures are 

included within our corporate risk register and build our reporting of these into our 

Company Monitoring Framework. 

Vulnerability sub-measures 

Alongside our vulnerable customer satisfaction measures we have decided to publish 

supplementary metrics to provide more insight in how the company is performing for 

vulnerable customers. 

Additional metrics will be reported alongside Satisfaction of household customers 

who are experiencing payment difficulties – including the following: 

 How easy was it to access the support/payment option? (1 to 5) 

 Did we have an option that helped your specific circumstances? (Yes/No) 

 Does the support/payment options we give you make a difference to your 

financial situation? (Yes/No) 

 Would you recommend our support/payment options to others? (Yes/No) 

Additional metrics will be reported alongside Satisfaction of household customers 

who are receiving non-financial support – including the following: 

 Do you know what additional services are available to you as someone who is 

on the Priority Services Register? (Yes/No) 

 Have you had to use any of these additional services in the last 12 months 

(Yes/No) 

 How easy was it to access these additional services? (1 to 5) 

 Did we have an option that meets your specific circumstances? (Yes/No) 

 Would you recommend our Priority Services Register? (Yes/No) 
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Greenhouse Gas emission: sub-measures 

We have decided to publish a range of supplementary metrics as part of our 

‘responsible business KPIs’ that highlight our energy mix and also include information 

about our energy efficiency, and the impact of our land acting as a carbon sink. We 

propose that these additional metrics could be potential new PCs for beyond 2025. 

Business customers and retailers measures 

Following the opening of the business retail market we have decided to report on a 

number of additional measures to show our performance in the retail market, both 

with retailer and other wholesalers and with the non-household customer. Below are 

the list of proposed metrics, these are also listed out in Appendix 4: Business retail 

water markets. These measures will be published in our Performance, People and 

Planet report. 

To support the continued development of the business retail water market, by: 

 Improving data quality and accuracy 

 Holding the % of non-household void properties below 8.1% 

 Completing >90% of our market processes on time  

 Providing a quarterly performance report for retailers and transparent annual 

performance reporting via our Performance, People and Planet’ report and 

Company Monitoring Framework 

 Contributing to the development of market systems and processes 

To provide an industry leading wholesale service for water retailers, by: 

 Providing technical support and advice including a range of services and 

engagement approaches 

 Simplify tariffs and charges and ensure credit terms enable equal opportunity 

to access and compete  

 Providing performance transparency through quarterly and annual reporting 

 Implementing a new Retailer Experience survey – target 10! 

To ensure all our business customers receive the service and support they expect, 

by: 

 Ensuring the level of service provided is the same regardless of whether it is 

provided directly or via a retailer 
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 Improving engagement and communications with non-household customers  

 Incorporating our non-household customer engagement into our Customer 

Insight Database 

 Introducing greater water management support and technical advice, to help 

non-household customers become more resilient too - a key element of 

delivering our resilient customer concept, see Appendix 9: Resilience in the 

round. 

2. Annual Performance report 

In 2015-16 we introduced our new format Annual report and Financial Statements 

Annual Performance report, this documents target audience is regulators and 

informed stakeholders. We will be continuing this report in the 2020 to 2025 reporting 

period each year a review will be carried out to make sure the content is still relevant, 

clear and understandable. 

3. Online Dashboard 

Currently we update our online performance dashboard on a quarterly basis. Going 

forward we will look to improve this dashboard to make sure that is it accessible for 

all. 

4. Company Monitoring Framework 

As previously mentioned we have be classified as self-assured for the last two years, 

our aspiration is to maintain this rating through the 2020 to 2025 plan period. The 

new performance commitments, set out above, will be included in our assurance 

processes and Company Monitoring Framework from 2020. 

 

Any risks associated with the performance or the reporting of the information will be 

assessed using the same methodology as is set out in our current Company 

Monitoring Framework and assurance statement. These risks will be published in our 

2020-21 Company Monitoring Framework report. 

 

Please see Appendix 15: Risk management and mitigation for the Company 

Monitoring Framework we have produced for the period 2020 to 2025. 

 

4.1 Methodology changes 

During the period 2020 to 2025 any ODI outperformance payment or under 

performance penalty will only apply in relation to performance.  Should there be any 

definition or methodological changes made to the measure during the period the 

impact of these will be excluded from any ODI calculation.  
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5. Data tables 

We have completed data table App1 in-line with Ofwat’s guidance.   Please see 

Appendix 22: Table commentaries for supporting narrative for App1. 
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Annex A Further detail on our Performance 

Commitments  

In this annex, we provide further detail on our PC definitions, how we have set our 

stretching PC levels.  Firstly, we provide a summary of how we have responded to 

Ofwat’s feedback on our May 2018 submission on PC definitions, and then we 

provide further detail on each PC. 

The table below outlines the feedback received from Ofwat on our proposed 

performance commitment definitions submitted in May 2018 and how we have 

revised our definitions following this feedback. 

Table 18: Revisions made to performance commitments based on Ofwat feedback 

Performance 

commitment 
Feedback from Ofwat Change to Performance Commitment 

Customer 

satisfaction – 

segments (6 

PCs) 

For completeness, it would be helpful to understand 

how you will communicate the definition of these 

bespoke performance commitments (C.2. to C.7) and 

the customer segments to which they apply, so that 

customers and others can understand the 

segmentation that has been applied and recognise 

themselves within one of the segments. In terms of 

exemptions we note that the information submitted 

details that there are no mitigations or exceptions to 

the application of this bespoke performance 

commitment. We note, the proposed segmentation 

does not include business retailers or business 

customers receiving water from the wholesale 

business of South East Water, which suggests these 

customers are excluded from satisfaction measures. 

Definition of measure and supporting narrative 

updated to: 

- Explain how we will communicate the definition of 

the measure and the customer segments to which 

they apply, so that customers and others can 

understand the segmentation that has been 

applied and recognise themselves within one of 

the segments 

- Explain that the measure only applies to 

household customers. 

 

Also covered in section 4 of this appendix. 

Satisfaction of 

customers who 

are receiving 

non-financial 

support from 

South East 

Water 

In terms of clarity, you may wish to explain whether 

the survey will need to be filled in by customers 

themselves or if it is also measuring the satisfaction of 

customer representatives, and thus can be completed 

by the representative. 

Definition of measure and supporting narrative 

updated to outline that it can be completed by a 

customer's representative. 

 

Satisfaction of 

customers on 

our vulnerability 

schemes during 

a supply 

interruption 

For completeness, you may wish to consider including 

how often the measure will be published. 
Definition of measure and supporting narrative 

updated to outline that the measure will be 

reported annually. 

 

Appearance of 

water 

For clarity, we consider that you report your 

performance, in line with the DWI definitions, per 

1,000 population, to two decimal places: 

Definition of measure updated to be based on per 

1,000 population rather than per 10,000. 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 74 of 189 
 

 

  
 

http://www.dwi.gov.uk/stakeholders/information-

letters/2006/01_2006.pdf 

Taste and odour 

of water 

For clarity, we consider that you report your 

performance, in line with the DWI definitions, per 

1,000 population, to two decimal places: 

http://www.dwi.gov.uk/stakeholders/information-

letters/2006/01_2006.pdf 

Definition of measure updated to be based on per 

1,000 population rather than per 10,000. 

Customers 

receiving 

financial support 

from South East 

Water 

In terms of completeness, the short definition should 

reference your intention to set a target 'based on the 

number of customers who are in financial difficulties at 

the start of the period with a target to increase take up 

of the Social Tariff and Watersure Tariff’. 

Short definition of measure updated to include the 

text: 'based on the number of customers who are 

in financial difficulties at the start of the period with 

a target to increase take up of the Social Tariff and 

Watersure Tariff’. 

Gap sites For completeness, as the stated aim is to improve 

your processes, you should consider setting out your 

current approach and how your proposed approach 

improves on it. For example, when and how frequently 

you will cross-check your database and how will you 

select the third party databases you will use. In terms 

of completeness, it would also be helpful to provide 

more detail on timings. In particular, whether this 

process needs to have been introduced by the end of 

the period or the beginning of (and then consistently 

implemented) to be deemed successful. Finally, in 

terms of clarity, it would be helpful to understand 

whether this will cover gap sites for residential 

customers, business customers or both. 

Definition of measure and supporting narrative 

updated to include an explanation of: 

- When and how frequently we will cross-check our 

database 

- How we will select the third party databases 

- Confirmation that the measure covers household 

and business customer gap sites 

Voids – 

household 

properties 

To improve clarity, we suggest you explain whether 

voids and billed properties will be a snapshot taken on 

the same date each year or an average over a 

charging year. 

Definition of measure updated to explain voids 

figure will be based on figures reported at the end 

of each financial year 

Voids – business 

properties 

To improve clarity, we suggest you explain whether 

voids and billed properties will be a snapshot taken on 

the same date each year or an average over a 

charging year. 

Definition of measure updated to explain voids 

figure will be based on figures reported at the end 

of each financial year 

Number of 

hectares of land 

enhance to 

improve 

biodiversity 

To improve clarity and for completeness, you may 

wish to consider providing further detail about: 

− the scale of the performance commitment in terms 

of the number of hectares of land you proactively 

manage and monitor in order to appreciate the 

size of the challenge you have committed to, and 

how this extends or enhances the work you are 

already undertaking as part of your Environmental 

Resilience Strategy; and 

− the approach you will take to verify the net gains 

in biodiversity and whether this will be 

independently assessed. 

Definition of measure and supporting narrative 

updated to explain the proportion of land the target 

represents and how this activity extends and 

enhances the work we are already undertaking as 

part of your Environmental Resilience Strategy. 

Measure expanded to include an additional 

element to our biodiversity commitment covering 

Greywell. 

Clarification that ‘net gain’ will be based on Defra 

metrics (to be published in the Autumn of 2018) 

and agreed with Natural England. 

Water Industry 

National 

Environment 

Programme 

(WINEP) 

completion 

To improve clarity and for completeness, you may 

wish to consider providing further detail about: 

− how the definition acknowledges the Environment 

Agency’s requirement that two thirds of the 

programme is completed by the end of year two; 

and 

Definition of measure updated to explain these 

points. 

Measure is reputational only so no financial 

adjustment required across price controls. 
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− if the definition should make clear how any 

financial adjustment is allocated between the two 

wholesale price controls 

Greenhouse gas 

emissions 

In terms of clarity, it would be helpful to provide further 

detail on which activities are covered under this 

definition. 

In terms of completeness, you should consider 

referencing how you will quantify, monitor, report and 

verify carbon emissions, such as i.e. ISO 14064.You 

may also want to include reference to external auditing 

of the carbon emission measurement. 

Further detail added and supplementary metrics 

will be published as part of our ‘responsible 

business KPIs’ that highlight the % mix of our 

energy, and also include information on our energy 

efficiency and the impact of our land acting as a 

carbon sink. Our ambition is to use this suite of 

measures as a pilot for new potential PCs at PR24 

(i.e. the next price review process). 

Definition updated to reference how we will 

quantify, monitor, report and verify carbon 

emissions and our external auditing process. 

Engaging and 

working with 

abstractors to 

improve 

catchment 

resilience to low 

flows (pilot PC) 

To improve clarity, further detail should be included on 

the specific coverage of the high risk areas identified 

and how you will assess if abstractors have taken up 

one of the forms of engagement listed. For 

completeness we suggest that each of the 

engagement methods is clearly defined. 

Definition of measure and supporting narrative 

updated to include: 

- Further detail on the specific coverage of high 

risk areas identified and how we will assess if 

abstractors have taken up one of the forms of 

engagement listed. 

- Further definition for each of the engagement 

methods. 

- Level of aspiration to reduce abstraction volumes. 
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A.1 Customer Experience Measure (C-MeX) 

Short definition  

The definition of C-MeX will be set out by Ofwat. 

Long definition  

The definition of C-MeX will be set out by Ofwat. 

PC level for PR19 

We cannot set PC levels at this stage, as the definition of the PC is still being 

finalised as part of the working groups and pilots. We therefore do not have long-term 

forecasts for this PC either.  

Commentary on why this level is stretching  

Our ambition is to be in the top five performers for this measure.  In the period we 

have reduced customer complaints by X% from 2015-16 to 2017-18 and we are 

aiming to continue to reduce complaints moving forward. 

ODIs 

Financial ODIs will apply in this case, and Ofwat will calculate the ODIs based on our 

performance. The ODIs will be in-period and revenue based. 
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A.2 Segmented satisfaction of household customers 

Short definition   

Overall customer satisfaction as measured through satisfaction tracking research, as 

a score out of 5. We have six PCs on this, one for each of our customer segments.  

Long definition   

Measurement Description 

Measuring units Score out of 5 - rounded to nearest decimal 
point. 

Necessary detail on units Measured to 1 decimal place. 
 

Frequency of PC measurement Annual 

Use of averaging Average score for the year based on monthly 
surveys. 

 

Overall customer satisfaction as measured through satisfaction tracking research, as 

a score out of 5.  The overall score will be calculated as an average of the 

satisfaction scores for the attributes listed below.  This attribute list is the same as the 

ODI’s set for SEW for PR14. 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

 
 

At PR14 we positioned customer satisfaction at the centre of our business by 

introducing a suite of customer satisfaction measures covering all water service 

attributes.  Customers have seen the benefit of this through improved service and it 

has enabled us to implement a cultural change programme to focus the whole 

business, in a clear and simple way, on customer satisfaction. 

The experience we have gained over the past three years in focusing on average 

customer satisfaction has shown us that customers are different and cannot all be 

treated the same.   They have different needs and expectations and we believe 

Attribute

Score 

(out of 5)

Customers consider the appearance of their water to be acceptable 4.3

Customers consider the taste and odour of their water to be acceptable 4.2

Customers consider the level of leakage to be acceptable 4.1

Customers consider their direct interaction experience to be positive 3.9

Customers consider their water supply is of sufficient pressure 4.0

Customers consider the frequency and duration of supply interruptions is acceptable 4.3

Customers consider the frequency of water use restrictions to be acceptable 4.3

Overall satisfaction (average of the 7 measures above) 4.2

Note: scores are for illustrative purposes only
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understanding their attitudes/beliefs is the only way to get true customer satisfaction 

and participation to achieve our shared goals. 

We have therefore developed an innovative approach to attitudinal segmentation and 

will include a suite of attitudinal segment satisfaction measures for PR19.  This builds 

on our customer satisfaction approach that we introduced at PR14 and will 

encourage us to think beyond the immediate service delivery and consider all 

elements that are required to improve satisfaction for all customers – our impact on 

the environment, the information we provide to help customers be more in control 

their usage, how we operate in society and how we transparently run our business 

and report our performance to customers.  We will bring all of these elements 

together in our business plan with a comprehensive set of performance commitments 

and a suite of ‘responsible business’ indicators/metrics. 

This new approach will allow us to think beyond the “average consumer” and to tailor 

our services and approaches to improve how we engage and deliver behaviour 

change programmes with our customers and stakeholders.  It also allows us to 

explore if differentiated service can better meet the needs of customers today and 

tomorrow. 

We also believe it is an approach to measuring satisfaction that could be introduced 

across the industry at future price reviews. Satisfaction measures like these by their 

nature can introduce a built in rising target.  Customer expectations do not stand still, 

and will therefore require a higher level of service to achieve the same level of 

satisfaction year after year. 

The segmentation we have developed goes beyond traditional segmentation and 

segments customers based on their attitudes and how this relates to their 

consciousness of water services.  Our research has shown that there are two main 

factors that differentiate customers’ attitudes in relation to water: 

 “me” vs “world” view 
 level of consciousness associated with water 

 
The six new attitudinal segments we have developed are shown below – these are 
outlined in more detail in Appendix 1: Engagement. 
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The definitions of these segments will be included in our People, Planet and 
Performance report so that customers can understand the segments and see the 
characteristics of them so that they are able to recognise themselves in one of the 
segments.  Section 4 outlines this in more detail. 
 

PC level for PR19 

We carried out baseline surveys for these PCs between July 2017 and March 2018, 

with around 1,700 respondents. We have compared the average of these baselines 

with the historical data we have on our PR14 satisfaction PCs, and we are confident 

that our baseline data gives us a good sense of the realistic possible levels. We have 

set our PC levels for 2024/25 at 4.5 out of 5. We have set the annual PC levels 

dependent on this ambition for 2024/25 and the baseline data we have for each 

segment.  

The table below summarise the PC levels for each segment in each year. This shows 

that we will achieve our ambition of 4.5 out of 5 by the end of 2020 to 2025, which 

requires improvement during 2020 to 2025 to get there.   

 

PC level 

(satisfaction out of 5) 

Baseline 2020/21 2021/22 2022/23 2023/24 2024/25 

Mindful optimists 4.2 4.2 4.2 4.3 4.4 4.5 

Global advocates 4.4 4.4 4.4 4.4 4.4 4.5 

Living for today 4.3 4.3 4.3 4.3 4.4 4.5 

Just Me and Mine 4.3 4.3 4.3 4.3 4.4 4.5 
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Busy juggler 4.4 4.4 4.4 4.4 4.4 4.5 

Careful neighbours 4.3 4.3 4.3 4.3 4.4 4.5 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to deliver 

satisfaction scores of 4.5 out of 5 by 2024/25, and then to deliver 4.6 out of 5 from 

2029/30.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this measure  

Comparative information  We do not have comparative data available for this measure as 
other companies do not report against this PC. We have used a 
comparison to the average scores used in this period. 

Historical information  We carried out baseline surveys for these PCs between July 
2017 and March 2018, with around 1,700 respondents. We 
have compared the average of these baselines with the 
historical data we have on our PR14 satisfaction PCs, and we 
are confident that our baseline data gives us a good sense of 
the realistic possible levels. 

Minimum level of 
improvement  

As we have only limited historical information, we are not able 
to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be five. The results from 
the baseline surveys suggest that we will not be able to achieve 
this in 2020 to 2025, but our long-term ambition will be to 
increase satisfaction levels towards 5.  Discussions with 
stakeholders in this field (non-attributable) and academic 
papers on customers’ satisfaction have suggested that a 0.1 
increment in a year represents a significant shift in satisfaction 
and to sustain this improvement for 5 years would therefore be 
very stretching. Further details on how this target is stretching 
detailed below.  

Expert judgement  We have gathered information from academic literature, 
spoken to experts in the field of satisfaction and also worked 
with internal experts to agree on what would be a stretching 
level of performance given the results of our baseline survey. 

 

We have examined the literature to understand what is deemed to be stretching in 

terms of improvements to satisfaction scores over time.  Much of the literature 

recognises that scores should be set to a benchmark either internally or against a 

market position.  In the absence of comparative or market data at this granular level 

we have chosen to set the targets against our own baseline of current satisfaction.  In 

terms of ambition we are aiming at 4.5 across all measures somewhere between 

satisfied and very satisfied as an average.  We have used 0.1 increments as the 
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improvement profile and this is supported as being a significant change by the 

literature. 

Hague and Hague (2011) reported that “Improving the mean score beyond 4 takes 

as much energy as it does to get to 4 and incremental points of improvement are 

hard to achieve.”  They also commented that “it is relatively easy to achieve a score 

of 7 out of 10 and increasingly difficult to add points beyond this.  A difference of 0.2 

or more is regarded as noteworthy and significant.”  The UKCSI scheme reports on 

changes of above 0.1 as noteworthy in terms of movements in satisfaction in a single 

year and a score of 90% equivalent to 4.5 on a 5 point scale should be the target for 

areas customers consider a priority. This and other evidence supports that 4.5 out of 

5 is stretching as is the proposed glide path to achieve it of an improvement of 0.1 

per annum. 

Overall, we have based on PC levels on expert view, feedback from our CCG, and 

taking into account the results of our baseline survey. Our aim is to ensure all of our 

customers are equally satisfied and therefore we are targeting to improve the 

satisfaction of our least satisfied customers to bring them up to the same satisfaction 

of our most satisfied customers. Following a challenge from our CCG we have then 

pushed ourselves further by targeting an increase in satisfaction for all segments to 

4.5 by 2025 – our original proposal was a satisfaction target of 4.4. This will be a 

stretching level of performance, as it will mean achieving a higher level of overall 

satisfaction than we have experienced since introducing our current suite of 

satisfaction measures in 2015. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We have made this decision to avoid the overlap in financial 

ODIs on this suite of satisfaction PCs with the C-MeX PC. We proposed financial 

ODIs on our satisfaction PCs at PR14 because the overlap with SIM was minimal i.e. 

SIM surveyed customers who contacted SEW, whereas our ODI’s sampled all 

customers.  CMeX, however, proposes to use exactly the same population to sample 

from i.e. all customers, so the overlap is significant. Our approach to reporting on our 

performance will ensure that our reputational ODIs are powerful to provide sufficient 

incentives to perform well, especially as we have the desire to maintain our success 

in an area where we have innovated in the past and chosen to continue to innovate 

in the future. 
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A.3 Satisfaction of household customers who are experiencing payment 

difficulties  

Short definition  

Overall customer satisfaction of household customers who are identified as 

struggling to pay, as measured through satisfaction tracking research, as a score out 

of 5. 

Long definition  

 
Measurement Description 

Measuring units Score out of 5 - rounded to nearest decimal point. 

Necessary detail on units Measured to 1 decimal place. 
 

Frequency of PC measurement Annual 

Use of averaging Average score for the year based on monthly surveys. 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus; 

 Ensuring we identify customers that need additional support  

 Ensuring they are satisfied in the support we give them  

 and ensuring stakeholders who work with vulnerable customers are also 

satisfied with the service we provide. 

 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

This performance commitment is focused on customers who are experiencing 

payment difficulties and seeks to not only capture customers who are on specific 

support tariffs, such as our Social Tariff, but also those customers who utilising the 

range of payment schemes and help that we offer for customers who are struggling 

to pay their bills. 

Overall customer satisfaction of customers, who are identified as struggling to pay, 

will be measured through satisfaction tracking research, as a score out of 5.  For the 

performance commitment, the survey will include a single question that asks 

customers to score their overall satisfaction level. 

Customers identified as struggling to pay include the following: 

 Customers and/or their representatives who have self-identified to us as 
struggling to pay 

 Customers who have been referred to us from a third party due to financial 
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circumstances 
 Customers in receipt of our Social Tariff 

 Customers in receipt of our WaterSure Tariff 

 Customers identified by us or third parties as at risk of struggling to pay 

This area is potentially dynamic so if we propose to add or remove any items to the 

list above this can only be done with prior agreement with CCWater and the 

company’s CCG.   

Additional metrics will be reported alongside this measure – including the following: 

 How easy was it to access the support/payment option? (1 to 5) 

 Did we have an option that helped your specific circumstances? (Yes/No) 

 Does the support/payment options we give you make a difference to your 

financial situation? (Yes/No) 

 Would you recommend our support/payment options to others? (Yes/No) 

 

These additional metrics will not form part of our performance commitment and will 

be kept under review to ensure they are appropriate, they will be used to inform 

positive management action to improve the key ODI.  We will discuss any changes to 

the additional metrics with our CCG on an ongoing basis. 

PC level for PR19 

We carried out a one-off baseline survey in August 2018 including 500 customers to 

understand their level of satisfaction for this measure. 

We summarise in the table below our PC levels for 2020 to 2025. 

 

PC level Baseline  2020/21 2021/22 2022/23 2023/24 2024/25 

Customers 

experiencing payment 

difficulties – 

satisfaction out of 5 

4.2  4.2 4.3 4.4 4.5 4.5  

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to deliver 

satisfaction scores of 4.5 out of 5 by 2024/25, and then to deliver 4.6 out of 5 from 

2029/30.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   
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Approach  Commentary  

CBA We have not carried out a CBA on this measure.  

Comparative information  We do not have comparative data available for this measure as 
other water companies do not report against this PC.  

Historical information  As this is a new PC for us, we have only the results of the 
baseline surveys that we carried out in the Summer 2018. 

Minimum level of 
improvement  

As we have only limited historical information, we are not able 
to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be five. The results from 
the baseline surveys suggest that we will not be able to achieve 
this in 2020 to 2025, but our long-term ambition will be to 
increase satisfaction levels towards 5. The rationale for the 
satisfaction targets is as described above for the segmented 
satisfaction 

Expert judgement  We have worked with internal experts to agree on what would 
be a stretching level of performance given the results of our 
baseline survey.  

 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area, it does not sit well with the 

approach of a responsible business. To help us come to this decision, we asked our 

customers what they thought and have provided the results of this in section 3.4.3 of 

this appendix. While some of our customers did support outperformance payments, if 

they were ring-fenced, we decided on balance it would be more appropriate to apply 

non-financial ODIs. Our approach to reporting on our performance will ensure that 

our reputational ODIs are powerful to provide sufficient incentives to perform well, 

even though we do not have financial ODIs attached to this PC.  
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A.4 Satisfaction of household customers who are receiving non-financial support  

Short definition  

Overall customer satisfaction of household customers who applied for one of our 

non-financial assistance schemes, measured through satisfaction tracking research, 

as a score out of 5.  The survey can be completed by a customer representative and 

can therefore capture their views on the service we provide. 

Long definition  

Measurement Description 

Measuring units Score out of 5 - rounded to nearest decimal point. 

Necessary detail on units Measured to 1 decimal place. 

Frequency of PC measurement Annual 

Use of averaging Average score for the year based on monthly surveys. 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus on not only ensuring we 

identify customers that need additional support but also ensures they are satisfied in 

the support we give them and stakeholders who work with vulnerable customers are 

also satisfied with the service we provide. 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

This performance commitment is focused on customers who are receiving non-

financial support from us. 

Overall customer satisfaction of customers, who have applied for one of our non-

financial assistance schemes, will be measured through satisfaction tracking 

research, as a score out of 5.   

This includes customers who are registered on the Priority Services Register (those 

who have registered in the current year or in previous years) and those who have 

applied during the current year but were unsuccessful in their application.  The 

survey can be completed by a customer representative and can therefore capture 

their views on the service we provide.  We included applied and rejected to ensure 

no incentives existed to only accept customers who were likely to score well in the 

satisfaction measure and that we were incentivised to ensure if rejected, customers 

felt listened to and the process was appropriate. 

For the performance commitment the survey will include a single question that asks 

customers to score their overall satisfaction level. 
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Assistance schemes defined as: 
 Customers and/or their representatives who have applied for our Priority 

Services Register 
 
If we propose to add or remove any items to the list above as we learn from the 

process this can only be done with prior agreement with CCWater and our CCG. 

Additional metrics will be reported alongside this measure – including the following: 

 Do you know what additional services are available to you as someone who is 

on the Priority Services Register? (Yes/No) 

 Have you had to use any of these additional services in the last 12 months 

(Yes/No) 

 How easy was it to access these additional services? (1 to 5) 

 Did we have an option that meets your specific circumstances? (Yes/No) 

 Would you recommend our Priority Services Register? (Yes/No) 

 

These additional metrics will not form part of our performance commitment but will be 

reported and used to understand the detail behind the score and will be kept under 

review to ensure they are appropriate.  We will discuss any changes to the additional 

metrics with our CCG on an ongoing basis. 

PC level for PR19 

We carried out a one-off baseline survey in August 2018 including 200 customers to 

understand their level of satisfaction for this measure. 

We summarise in the table below our PC levels for 2020 to 2025. 

 

PC level Baseline  2020/21 2021/22 2022/23 2023/24 2024/25 

Customers receiving 

non-financial support 

– satisfaction out of 5 

4.1  4.1 4.2 4.3 4.4 4.5  

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to deliver 

satisfaction scores of 4.5 out of 5 by 2024/25, and then to deliver 4.6 out of 5 from 

2029/30.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this measure.  

Comparative information  We do not have comparative data available for this measure as 
other water companies do not report against this PC.  
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Historical information  As this is a new PC for us, we have only the results of the 
baseline surveys that we carried out in the Summer 2018. 

Minimum level of 
improvement  

As we have only limited historical information, we are not able 
to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be five. The results from 
the baseline surveys suggest that we will not be able to achieve 
this in 2020 to 2025, but our long-term ambition will be to 
increase satisfaction levels towards 5.  The rationale on 
stretching is the same as for the segmented customer 
satisfaction target. 

Expert judgement  We have worked with internal experts to agree on what would 
be a stretching level of performance given the results of our 
baseline survey.  

 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area and it does not sit well with the 

behaviour of a responsible business. To help us come to this decision, we asked our 

customers what they thought and have provided the results of this in section 3.4.3 of 

this appendix. While some of our customers did support outperformance payments, if 

they were ring-fenced, we decided on balance it would be more appropriate to apply 

non-financial ODIs. Our approach to reporting on our performance will ensure that 

our reputational ODIs are powerful to provide sufficient incentives to perform well, 

even though we do not have financial ODIs attached to this PC.  
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A.5 Satisfaction of household customers on our vulnerability schemes during a 

supply interruption   

Short definition  

Overall customer satisfaction as measured through satisfaction tracking research, 
when a supply interruption (either planned or unplanned) has occurred, as a score 
out of 5. 
 

Long definition  

Measurement Description 

Measuring units Score out of 5 - rounded to nearest decimal point. 

Necessary detail on units Measured to 1 decimal place. 

Frequency of PC measurement Triggered when a supply interruption has occurred.  
Reported on an annual basis. 

Use of averaging Average score for the year. 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus on not only ensuring we 

identify customers that need additional support but also ensures they are satisfied in 

the support we give them and stakeholders who work with vulnerable customers are 

also satisfied with the service we provide. 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

Through the research we have undertaken customers and stakeholders have told us 

that some customers need additional support or reassurance to be or feel safe - 

notably during water interruptions.  We have therefore developed this innovative 

performance commitment that is focused on the satisfaction of those customers 

when service fails and there is a water supply interruption.  This approach ensures 

that all aspects of how we respond in a supply failure is captured – speed of 

resolution, alternative water supplies, communication etc. 

Overall customer satisfaction will be measured through satisfaction tracking research, 

when a reportable supply interruption has occurred, as a score out of 5. 

For the performance commitment the survey will include a single question that asks 

customers to score their overall satisfaction level in relation to the supply interruption. 

A reportable supply interruption is defined as any interruption that is included as part 

of the calculation of the common performance commitment ‘water supply 

interruptions’. 
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If a supply interruption is recorded as included within this measure a survey will be 

issued to customers who are included on the Company’s priority services register 

(either on the register before the incident or as a result of the incident). 

PC level for PR19 

We are in the process of setting up the processes so that following a supply 

interruption a survey can be issues to customers on our PSR. We intent to monitor 

our supply interruptions over the coming 12 months so that a baseline for this 

performance commitment can be set in advance of the Final Determination. 

We will set the target for this performance commitment to be in line with the targets 

set for our other satisfaction measures i.e. a target to reach 4.5 in the short term and 

4.6 over the longer term. 

If the baseline survey shows a satisfaction level below 4.5, a target will be set to 

increase satisfaction by 0.1 per year until the target of 4.5 is achieved. 

If the baseline survey shows a satisfaction level equal to or above 4.5, a target will be set to 

maintain the level of satisfaction over the period. We will undertake a survey on the first such 

event that occurs assuming sufficient customers on the PSR are represented i.e. 200 

customers. If this is not the case, we will continue to gather the information until a baseline is 

created and measure against that base line from that point forward. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area and it does not sit well with the 

behaviour of a responsible business. To help us come to this decision, we asked our 

customers what they thought and have provided the results of this in section 3.4.3 of 

this appendix. While some of our customers did support outperformance payments, if 

they were ring-fenced, we discussed this option further with our CCG and following 

feedback from our CCG, we decided it would be best to apply non-financial ODIs. 

Our approach to reporting on our performance will ensure that our reputational ODIs 

are powerful to provide sufficient incentives to perform well, even though we do not 

have financial ODIs attached to this PC.  

  



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 90 of 189 
 

 

  
 

A.6 Appearance of tap water  

Short definition  

The number of contacts, per 1,000 population, that SEW receives from customers 

regarding the appearance of their tap water.   

Long definition  

Measurement Description 

Measuring units Number of contacts per 1,000 population 

Necessary detail on units Measured to 2 decimal places 

Frequency of PC measurement Annual 

Use of averaging No 

 

We will be consistent with the industry standard definition, and apply the standard 

exceptions. For example, we will not include a customer contact if it relates to water 

supplied by another company, or by a private water source. 

The measure excludes consumer contacts that are received in the course of 

managing a water quality event notified to the Drinking Water Inspectorate (DWI), in 

line with the requirements of DWI information letter 1/2006. 

We will measure the number of contacts that we receive, per 1,000 population, from 

customers regarding the appearance of their tap water. This includes any contacts 

relating to discoloured water (e.g. brown water) and also contacts relating to water 

that appears white, chalky or cloudy. If one customer contacts us multiple times 

about the same issue, this will be recorded multiple times in our measure, so the 

measure reflects the quantity of incidents and also the severity of particular incidents.  

We will record contacts from customers from the following methods of 

communication: letter; email; and telephone.  

PC level for PR19 

We reviewed the comparative information that is available for this PC, and 

summarise this in the chart below. We have committed to achieving the forecast 

average level of performance, and will have a glidepath to that level from our current 

performance levels – as shown in the red line in the below chart. SEW currently sits 

ranked 13 out of 20.  
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The table below summarises our PC levels for 2020 to 2025. We will achieve our 

ambition of the forecast industry average by the end of the period, with improvement 

during the period to get to that ambition.   

PC level 2020/21 2021/22 2022/23 2023/24 2024/25 

Appearance of water – 

number of contacts per 

1,000 customers 

supplied 

1.09 1.02 0.94 0.86 0.79 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to continue 

delivering improvements so that by 2040 we have a performance level of 0.5 

contacts per 1,000 population. We have set out our long-term forecasts so that we 

deliver an annual average improvement of around 3%. This is our expert view of 

what is stretching but achievable in future.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as 
explained in section 2.1. Our estimated costs to go from 1.05 
contacts per 1,000 population to 0.79 contacts per 1,000 
population are £1.8m per year on an annualised basis. This is 
our best estimate of our costs, taking into account any potential 
efficiencies. The estimated benefit of this improvement in 
performance is around £0.5m per year. These benefits are a 
combined valuation of the household and non-household 
valuations, where the household valuation is a triangulated 
valuation across the WTP survey and the results from the 
Attribute Valuation research. More detail on our triangulation 
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approach is included in Annex B. 
The results of this CBA cross-check are that the level of 
improvement is not cost-beneficial, with a negative net benefit 
of £1.3m per year.  

Comparative information  We reviewed the comparative information available, and have 
set our PC level in-line with the forecast industry average.  

Historical information  Although our performance has been improving at a steep rate, 
our current performance is behind the industry average. This 
indicates that achieving the forecast industry average will be 
stretching for us.  

Minimum level of 
improvement  

Our historical performance shows that we have delivered an 
annual average level of improvement of 4.7%, which would be 
our minimum level of improvement. Our PC level requires us to 
deliver around a 7% annual average improvement, which 
illustrates that our PC level is stretching.   

Maximum possible level The maximum theoretical possible level would be zero. This is 
very unlikely to occur in practice, as even if we were to invest 
very significant amounts of money in this area, it is likely that 
some customers will contact us, i.e. we do not have complete 
control over our performance on this measure.   

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

Overall, we have set our PC levels in-line with the forecast industry average. This is a 

stretching PC for us, as we will need to deliver materially higher levels of 

improvement than we have in the past, and an overall change of around 40% by 

2024/25. This will push us below the cost beneficial level.  

When considering the possibility of a target that seeks to go further than a forecast of 

future average there are a number of highly relevant considerations, the main one 

being companies that exhibit upper quartile contact rates typically have raw water 

quality that poses considerably less of a challenge to treat i.e. the geology in their 

areas gives a natural advantage, than others. We believe the target we have set in 

effect will put us at or close to the upper quartile position of companies that have 

similar treatment challenges to us. 

Further explanation of our position is detailed below and the context of our proposed 

challenging target is explained.  

Unique treatment challenge posed by raw waters rich in iron and manganese from 
greensand boreholes: 
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95%ile Concentrations of Iron and Manganese in Source Waters 

We are unique, from a geological perspective in abstracting from aquifers with high 

concentrations of manganese and iron (the naturally occurring metals that cause the 

water to be brown/black), due to the lack of viable alternatives in the water scarce 

south of England. Baseline performance is not comparable that from companies with 

primarily chalk / surface water abstractions. 

 

The green area in plot above shows the geographic distribution of greensand 

formations and the squares represent SEW abstractions from these aquifers. 

Increasing tightening of the strict WQ regulations have meant that these sources 

pose a challenge to the downstream network, with treated water meeting all 
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standards but still causing deposits that if disturbed through high demand etc will 

result in brown water at the customers’ tap. 

The ODI target set for discolouration contacts for 2015 to 2020 was very stretching, 

requiring a reduction of 50% in the contact rates received in the previous 5 years. 

The performance targets and current contact rates per region and at an overall 

company level are shown below: 

 

Performance has improved year on year as a result of the actions from within the 

company’s discolouration strategy. Performance in 2018 after 6 months is in line with 

the current target rate of 0.58 per 1,000 population.  For SEW discolouration forms 

approximately two thirds of the overall appearance number, with white water and 

particles making up the majority of the final third. 

Our target for 2020 to 2025 for appearance is based on the successes in the last five 

years, delivering significant reductions in the discolouration contact rate. There is an 

acknowledgement that to work to date has produced significant benefits, but that 

these cannot be extrapolated in a linear manner throughout 2020 to 2025. 

However we have still set ourselves a target that requires a 40% improvement in 

performance by 2025 when compared to 2017/18 and requires an extensive list of 

activities in order to deliver the target – including the following: 

 Drinking Water Safety Plan approach to assessing all risks within the company 
area Source to tap (continuation and improvement of current approach) 

 Targeted WTW investment programme 
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 Comprehensive operational sampling regime to identify and monitor potential 
hazards in our catchments and ensure that treatment works are performing 
satisfactorily against these challenges. 

 A programme of Water Treatment Works and Service Reservoir audits which 
feeds directly into our capital maintenance / investment programme. 

 Deterioration modelling which informs the capital maintenance programme is 
optimised to minimise water quality risk 

 Method statement review – improving planned works 

 Innovative treatment solutions (SeaQuest) 

 Targeted WTW investment programme  

 Flushing plan >10% of network per annum 

 Adoption of innovative techniques for trunk main renovation 

 Smart network monitoring programme 

 Customer engagement through website, UMS, social media and magazine 

 Calm valve operations 

 Online monitoring at all WTW with alarm and shut down for critical parameters 

 Risk based maintenance regime for WQ monitors 

 Risk based cleaning and inspection programme for all WTW and vessels 

 

ODIs 

We will apply financial ODIs to this PC, as although it is an asset health PC, it does 

have a more direct impact on customers than some of the other asset health PCs. 

These ODIs will be in-period and they will be revenue based.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/contact per 1,000 

population) 

Underperformance payment 
(£/contact per 1,000 

population) 

Appearance of water – 

number of contacts per 

1,000 population 

£947,410 £947,410 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 
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approach, as explained in Annex B. The service level change used to 

calculate the unit rate is the difference between our current level and our 

2024/25 PC level.  

 Underperformance payment. We initially applied the Ofwat formula to 

calculate our underperformance payment. However, as our marginal costs are 

higher than the marginal valuation, this resulted in a negative 

underperformance payment. To address this issue, we used the proportionate 

and pragmatic approach of setting our underperformance payment equal to 

our outperformance payment. This means that our underperformance 

payment is also directly linked to our customers’ valuations.  
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A.7 Taste and odour of tap water  

Short definition   

The number of contacts, per 1,000 population, that SEW receives from customers 

regarding the taste and odour of their tap water.   

Long definition   

Measurement Description 

Measuring units Number of contacts per 1,000 population 

Necessary detail on units Measured to 2 decimal places 

Frequency of PC measurement Annual 

Use of averaging No 

 

We will be consistent with the industry standard definition, and apply the standard 

exceptions, but nothing in addition to that. For example, we will not include a 

customer contact if it relates to water supplied by another company, or by a private 

water source.  

The measure excludes consumer contacts that are received in the course of 

managing a water quality event notified to the Drinking Water Inspectorate (DWI), in 

line with the requirements of DWI information letter 1/2006. 

We will measure the number of contacts that we receive, per 1,000 population, from 

customers regarding the taste and odour of their tap water. This includes any 

contacts relating to unacceptable, unpleasant, or unusual tastes and smells (e.g. 

earthy smells or a more distinct chlorine smell). If one customer contacts us multiple 

times about the same issue, this will be recorded multiple times in our measure, so 

the measure reflects the quantity of incidents and also the severity of particular 

incidents.  

We will record contacts from customers from the following methods of 

communication: letter; email; and telephone. 

PC level for PR19 

We reviewed the comparative information that is available for this PC, and 

summarise this in the chart below. We have committed to achieving the forecast 

average level of performance, and will have a glidepath to that level from our current 

performance levels – as shown in the red line in the below chart.  
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The table below summarises our PC levels for 2020 to 2025. We will achieve our 

ambition of the forecast industry average by the end of the period, with improvement 

during the period to get to that ambition.   

PC level 2020/21 2021/22 2022/23 2023/24 2024/25 

Taste and odour – 

number of contacts per 

1,000 customers 

supplied 

0.42 0.38 0.35 0.32 0.29 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to continue 

delivering improvements so that by 2040 we have a performance level of around 0.09 

contacts per 1,000 population. We have set out our long-term forecasts so that we 

deliver an annual average improvement of around 7%. This level of improvement is 

broadly in-line with our commitments for improvement in 2020 to 2025, which are 

stretching. 

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as 
explained in section 2.1. Our estimated costs to go from 0.31 
contacts per 1,000 population to 0.29 contacts per 1,000 
population are around £0.6m per year on an annualised basis. 
This is our best estimate of our costs, taking into account any 
potential efficiencies. The estimated benefit of this 
improvement in performance is around £0.2m per year. These 
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benefits are a combined valuation of the household and non-
household valuations, where the household valuation is a 
triangulated valuation across the WTP survey and the results 
from the Attribute Valuation research. More detail on our 
triangulation approach is included in Annex B. 
The results of this CBA cross-check are that the level of 
improvement is not cost-beneficial, with a negative net benefit 
of around £0.4m per year. 

Comparative information  We reviewed the comparative information available, and have 
set our PC level in-line with the forecast industry average.  

Historical information  Although our performance has been improving at a steep rate, 
our current performance is behind the industry average. This 
indicates that achieving the forecast industry average will be 
stretching for us.  

Minimum level of 
improvement  

Our historical performance shows that we have delivered an 
annual average level of improvement of 4%, which would be 
our minimum level of improvement. Our PC level requires us to 
deliver around an 8% annual average improvement, which 
illustrates that our PC level is stretching.   

Maximum possible level The maximum possible level would be zero. This is very 
unlikely to occur in practice, as even if we were to invest very 
significant amounts of money in this area, it is likely that some 
customers will contact us, i.e. we do not have complete control 
over our performance on this measure.   

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

Overall, we have set our PC levels in-line with the forecast industry average. This is a 

stretching PC for us, as we will need to deliver materially higher levels of 

improvement than we have in the past, and an overall change of around 44% by 

2024/25. This will push us below the cost beneficial level. We have not been able to 

target the forecast UQ for the reasons we set our below.  

The rate of taste and odour contacts received at a company and industry level has 

remained relatively stable over the past 10 years. Taste and odour is a very 

subjective parameter and customer perceptions can vary considerably and these 

perception can hard to alter. Significant changes to operation and treatment of WTW 

made over recent years have resulted in only marginal improvements in 

performance.  

Due to the scarce availability of raw water resources within our supply area, there is a 

need to transfer water from our larger, typically surface water works such as 

Barcombe WTW a significant distance across a rural environment to meet customer 

demand, leading to increased water age. To ensure that this water remains 

wholesome on this long journey to the customers at the ends of our distribution 

system additional chlorine dosing is needed ensure that the quality of all water 

supplied is protected to the customer’s tap. As a consequence of our large, 

interlinked distribution systems, we have a need to add an amount of chlorine to the 
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water which is above average for the industry to maintain water quality. This is 

reflected in the elevated level of customer contacts received relating to chlorine taste 

and odour and places us at a disadvantage to other companies with respect to this 

measure. Our mains investment strategy takes into account the requirements to 

minimise water age and balances this against the need to maintain a minimum of 24 

hours storage. Where possible our investment looks to reduce water age and as a 

consequence reduce the chlorine requirements. 

Chlorine is the single biggest contributor to customer contacts of taste and odour 

within almost all companies. Most companies use free chlorine as a primary 

disinfectant, while this acts as a very effective disinfectant, it can dissipate as water 

passes through the distribution network and as a consequence additional chlorine 

dosing at service reservoirs is required in some systems to achieve a chlorine 

residual at the customer’s tap. SEW have a number of very large distributions 

systems with multiple treatment works inputs. 

An alternative approach to disinfection is to use chloramine as a disinfectant. 

Chloramine is an odourless chemical compound which is formed by the addition of 

chlorine and ammonia. Chloramine is a less powerful disinfectant, but does persist 

throughout the distribution system. Where practised, chloramination must be carried 

out in a hydraulically discrete area or across the whole of a company’s network, as 

the mixing of chloraminated and un-chloraminated waters can result in the formation 

of extremely unpleasant odours.  

Chloramination is practiced across the whole supply area of the three best 

performing companies with respect to taste and odour three of these companies and 

across a significant percentage of the fourth best performing company. The 

performance of these four companies drives down the industry average significantly 

and in effect they illustrate that to achieve upper quartile performance, chloramination 

would need to be installed at all our treatment works sites.  

While the introduction of chloramination would undoubtedly bring a reduction in 

chlorine taste and odour contacts, the nature of SEWs supply system and the 

interconnectivities between SEW and neighbouring companies would require this to 

be done across the whole water supply network. The estimated cost of this would be 

a minimum capital cost of £40 million with >£1 million a year of increased operational 

expenditure, which is not supported by customer’s willingness to pay research. 

In light of these challenges, our performance commitment is to achieve the industry 

average level of performance, from our current position in effect the upper quartile of 

companies that do not chloraminate.  
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This target will require a 44% improvement in performance by 2025 when compared 

to 2017/18 and requires an extensive list of activities in order to deliver the target – 

including the following: 

 Drinking Water Safety Plan approach to assessing all risks within the company 
area Source to tap (continuation and improvement of current approach) 

 Targeted WTW investment programme 

 Adoption of new technologies to improve and optimise chlorine control and 
dosing  

 Comprehensive operational sampling regime to identify and monitor potential 
hazards in our catchments and ensure that treatment works are performing 
satisfactorily against these challenges. 

 A programme of Water Treatment Works and Service Reservoir audits which 
feeds directly into our capital maintenance / investment programme. 

 Adoption of innovative techniques for trunk main renovation 

 Smart network monitoring programme 
o In situ monitoring of chlorine in network 
o Improved water turnover  
o Optimal use of service reservoirs 

 Customer engagement through website, UMS, social media and magazine 

 Online monitoring at all WTW with alarm and shut down for critical parameters 

 Risk based maintenance regime for WQ monitors 

 Risk based cleaning and inspection programme for all WTW and vessels 
 

ODIs 

We will apply financial ODIs to this PC, as although it is an asset health PC, it does 

have a more direct impact on customers than some of the other asset health PCs. 

These ODIs will be in-period, as we recognise that this is generally a more 

transparent approach and makes the ODIs more powerful, and they will be revenue 

based.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/contact per 1,000 

population) 

Underperformance payment 
(£/contact per 1,000 

population) 

Taste and odour of water – 

number of contacts per 

1,000 population 

£4,757,578 £4,757,578 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 
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customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the unit rate is the difference between our current level and our 

2024/25 PC level.  

 Underperformance payment. We initially applied the Ofwat formula to 

calculate our underperformance payment. However, as our marginal costs are 

higher than the marginal valuation, this resulted in a negative 

underperformance payment. To address this issue, we used the proportionate 

and pragmatic approach of setting our underperformance payment equal to 

our outperformance payment. This means that our underperformance 

payment is also directly linked to our customers’ valuations.  
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A.8 Compliance Risk Index (CRI) 

 

Short definition   

We have adopted the Drinking Water Inspectorates’ definition of the CRI.  

Long definition  

The Compliance Risk Index (CRI) is a measure designed to illustrate the risk arising 

from treated water compliance failures, and it aligns with the current risk based 

approach to regulation of water supplies used by the Drinking Water Inspectorate 

(DWI). 

PC level for PR19 

The PC level for CRI is set at zero. We have set the deadband at the industry 

average for 2016 and 2017 as recommended in the DWI response to the Ofwat 

Methodology. The first chart below shows the industry average, relative to our 

performance and that of a range of other companies. The second chart shows our 

historical performance – an average of 4.3.  

 

 

The table below summarises our PC levels and deadbands for 2020 to 2025. We 

have set the same levels for each year within the period, meaning that we have to 

deliver this level of performance immediately and maintain it.    
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PC level 2020/21 2021/22 2022/23 2023/24 2024/25 

DWI’s Compliance Risk 

Index – PC level  
0 0 0 0 0 

DWI’s Compliance Risk 

Index – deadband   
3.7 3.7 3.7 3.7 3.7 

 

Our long-term aim for PC levels in the future is shown in App1. We are assuming that 

the Ofwat expectation will continue to be for us to set PC levels at zero, and so this is 

what we have reported in App1. However, we also expect that it is likely a deadband 

will remain, at the industry average.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out customer research in relation to this 
PC, as we have a statutory obligation to meet the target of 
zero. 

Comparative information  We have used comparative information to set the deadband, as 
suggested by the Drinking Water Inspectorate.  

Historical information  We have reviewed our historical performance, which shows 
that our average performance over the last few years is around 
that of the deadband.  

Minimum level of 
improvement  

We have considered the minimum possible level of 
improvement, based on our historical levels of performance, 
but have set our PC level more stretching that this to meet the 
statutory obligation.  

Maximum possible level We have set the PC level at the maximum possible level.  

Expert judgement  We have cross-checked our target and deadband against our 
internal expert judgement.  

 

Overall, we have set our target in-line with the DWI’s requirements, which amounts to 

the maximum possible level. Our deadband is set at the industry average, i.e. based 

on comparative information, and our historical information suggests that this 

deadband is stretching as it is below our average historical performance. 

Within the DWI’s response to Ofwat’s methodology consultation “Delivering Water 

2020: Consulting on our methodology for the 2019 price review” they set the 

following expectations regarding CRI: 

“As every compliance failure (or event) represents a failure of the company to meet 

their statutory obligations it is not appropriate to offer rewards. As such, in terms of a 

target, companies should aim for CRI (and ERI) scores of zero and thus aspire to 
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continuous improvement and results of at least at a level that is equal to or below the 

national average”. 

We have therefore set a stretching target of zero for CRI with a deadband of 3.7 

which is based on the industry average for 2016 and 2017, when our current average 

performance is 4.3.  

ODIs 

We will apply financial ODIs to this PC to further protect customers from the risk that 

we do not achieve the performance that we have committed to. These ODIs will be 

in-period and they will be revenue based. As we have set our PC level at the 

maximum possible, this will be an underperformance only ODI. 

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/1 index point) 

Underperformance payment 
(£/1 index point) 

Compliance Risk Index  N/A £697,508 

 

We explain below how we have calculated the underperformance payment.  

 Underperformance payment. As we do not have customer valuations for this 

PC, we have applied a cost based underperformance payment. This means 

that out underperformance payment is calculated as 50% of our marginal 

costs. To calculate the marginal cost, we have divided our estimated 

annualised costs by an assumed service level change. Our assumed service 

level change is based on an average cost approach, and is calculated as the 

difference between a theoretical minimum score of 20 (which is based on the 

worst industry performance across 2016 and 2017) and our current level.  
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A.9 Developer Experience (D-MeX) 

Short definition  

The definition of D-MeX will be set out by Ofwat. 

Long definition  

The definition of D-MeX will be set out by Ofwat. 

PC level for PR19 

We cannot set PC levels at this stage, as the definition of the PC is still being 

finalised as part of the working groups and pilots. We have also not been able to set 

our long-term aim for this PC.  

Commentary on why this level is stretching  

Our ambition is to be in the top five performers for this measure. 

ODIs 

Financial ODIs will apply in this case, and Ofwat will calculate the ODIs based on our 

performance. The ODIs will be in-period and revenue based. 
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A.10 Household customers receiving financial support 

Short definition  

The number of household customers who are on a SEW financial support tariff.  This 

measure will be based on the number of customers who are in financial difficulties at 

the start of the period with a target to increase the take up of SEW financial support 

tariffs. 

Long definition  

Measurement Description 

Measuring units Number of customers 

Necessary detail on units Measured to 0 decimal places. 
 

Frequency of PC measurement Annual 

Use of averaging No 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus on not only ensuring we 

identify customers that need additional support but also ensures they are satisfied in 

the support we give them and stakeholders who work with vulnerable customers are 

also satisfied with the service we provide. 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

This performance commitment is focused on ensuring we identify customers who 

need financial support so that we can provide the help they require. 

We will measure the number of customers on our Social Tariff and WaterSure Tariff, 

and/or other future financial support as agreed by CCWater and the CCG.  This 

mechanism to update the list of tariffs/schemes that are being measured allows for 

the innovation of financial approaches which may better support customers in the 

future. 

The target will be based on the number of customers who are in financial difficulties 

at the start of the period with a target to increase take up of the Social Tariff and 

Watersure Tariff to reduce the number of customers who are currently in water 

poverty.  

PC level for PR19 

The table below shows the target for the number of customers receiving our Social 

tariff or Watersure tariff.  This target is based on the customer research we have 

undertaken that shows customer support for an increase in cross-subsidy up to the 

level of c75,000 customers. 
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Our target is based on analysing the potential level of customers who are at a 

household income level that would qualify for our Social Tariff (c85,000).  We have 

set our target based identifying and signing up 75% of customers over the next five 

years, which recognises that not all customers will want to register for additional 

support. 

We summarise below our PC levels for 2020 to 2025. We will achieve our ambition 

by the end of the period, and we will improve our performance during the period to 

get there.  

PC level 2020/21 2021/22 2022/23 2023/24 2024/25 

Number of customers  37,000 48,000 56,000 62,000 65,000 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to increase 

the number on customers on our support tariffs to 135,000 by 2040.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have used the results of our social tariff research to 
calculate the amount of money that customers are willing to 
spend to support other customers who need financial support. 
By design, our PC levels are therefore supported by our 
customers.  

Comparative information  Comparative information would not be relevant in this case, as 
different companies have different eligibility criteria and also 
there are different economic circumstances in different regions 
meaning that the level of support is likely to differ across 
regions.  

Historical information  As this is a new PC for us, we have limited information.  

Minimum level of 
improvement  

As we have only limited historical information, we are not able 
to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level is the number of eligible 
customers, which we estimate to be around 85,000. While we 
can raise awareness of the level of support that we provide, it is 
likely to be the case that not all customers would be interested / 
prepared to register for support. Therefore we do not have 
complete control over this outcome and our performance.  

Expert judgement  We have worked with internal experts to agree on what would 
be a stretching level of performance. 

 

Overall, our PC level is based on the level of customer support that we have to fund 

this scheme, and also our expert view on the likely level of people who would be 

interested in taking up these schemes.  
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To achieve this level of target will require a substantial increase when compared to 

the current number of customers on our Social and Watersure tariffs (21,445 as at 

2017/18). This will be delivered through increasing the resource level within our 

customer care team and through collaborative working and partnerships with a range 

of stakeholders. 

We will also be undertaking a review of our Social Tariff to see if the eligibility 

requirements should be amended to be able to help more customers who are in 

financial difficulty. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area. To help us come to this decision, 

we asked our customers what they thought and have provided the results of this in 

section 3.5.3 of this appendix. While some of our customers did support 

outperformance payments, if they were ring-fenced, we decided on balance it would 

be more appropriate to apply non-financial ODIs. Our approach to reporting on our 

performance will ensure that our reputational ODIs are powerful to provide sufficient 

incentives to perform well, even though we do not have financial ODIs attached to 

this PC.  
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A.11 Household customers receiving non-financial support  

Short definition   

The number of household customers who are registered with SEW on the Priority 

Services Register. 

Long definition   

Measurement Description 

Measuring units Number of customers 

Necessary detail on units Measured to 0 decimal places. 
 

Frequency of PC measurement Annual 

Use of averaging No 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus on not only ensuring we 

identify customers that need additional support but also ensures they are satisfied in 

the support we give them and stakeholders who work with vulnerable customers are 

also satisfied with the service we provide. 

There are no mitigations that apply to the measurement of this bespoke performance 

commitment.  The measure only applies to household customers. 

The following exclusion will apply to this measure: 

 Due to the uncertainty with how many customers may be able to be registered 

on the PSR as a result of data sharing with the energy industry, our target is 

based on the number of customers who we sign up directly and not as a result 

of data share with energy companies. 

This performance commitment is focused on ensuring we identify customers who 

need additional support so that we can provide the help they require. 

The number of customers who are registered with SEW on the Priority Services 

Register.  Additional metrics will be reported alongside this measure to ensure a 

focus on: 

 the quality of SEW’s vulnerability data captured on the PSR 

 to show whether customers on the register have used the additional services 
during the year or not 

 

Note: these additional metrics will not form part of our performance commitment.  

 

PC level for PR19 
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The table below shows the target for the number of customers registered on our 

Priority Services Register (PSR) for non-financial support who are registered as a 

result of our activity and not via a data sharing agreement with the energy industry.  

We summarise below our PC levels for 2020 to 2025. We will achieve our ambition 

by the end of the period, and we will improve our performance during the period to 

get there.  

PC level  2020/21 2021/22 2022/23 2023/24 2024/25 

Number of customers 

registered directly 

21,000 29,000 40,000 50,000 60,000 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to increase 

the number on customers on our PSR in relation to non-financial support to 150,000 

by 2040. 

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have carried out a CBA to cross-check our proposed PC 
levels following the approach we described in section 2.1. We 
carried out some specific customer research in relation to the 
PSR, which shows that the majority of household customers 
are prepared to pay at least £2 a year for the level of support 
that we have committed to delivering. This amounts to a benefit 
of £1.6m per year. We have also estimated our costs of 
delivering services to the customers on the PSR, which is 
£0.9m per year. These costs take account of any potential 
efficiencies.  
The CBA therefore shows that our proposed PC level of 60,000 
has a positive net benefit of around £0.7m per year.  We note 
that this CBA has been calculated for the last year of the AMP 
(i.e. a level of 60,000), and we assume there is also a positive 
net benefit for the earlier years, as the costs and benefits 
increase in-line with the number of people on the PSR.   

Comparative information  We have reviewed comparative information within the water 
industry that shows we are currently upper quartile performers. 

Historical information  We have reviewed our historical information. 

Minimum level of 
improvement  

The minimum level of improvement is a stable level of 
performance.  

Maximum possible level The maximum possible level is the number of eligible 
customers, which is difficult to estimate in practice. We know 
that energy companies have around 25% of their customers 
registered on the PSR, but we also understand that there are 
some concerns around how those customers have been 
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registered onto the PSR. We will continue to work on this issue 
during 2020 to 2025 alongside our CCG so that we better 
understand the possible levels of support that we can provide.   

Expert judgement  We have worked with internal experts to agree on what would 
be a stretching level of performance. 

 

Overall, our PC level is based on our expert view of what is a stretching level of 

performance, and represents a significant increase on the number of customers on 

the PSR currently. Comparative information shows that we are currently an upper 

quartile performing company in relation to the number of customers on the PSR and 

our ambition is to become a leading company in this area.   

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area. To help us come to this decision, 

we asked our customers what they thought and have provided the results of this in 

section 3.5.3 of this appendix. While some of our customers did support 

outperformance payments, if they were ring-fenced, we decided on balance it would 

be more appropriate to apply non-financial ODIs. Our approach to reporting on our 

performance will ensure that our reputational ODIs are powerful to provide sufficient 

incentives to perform well, even though we do not have financial ODIs attached to 

this PC. 
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A.12 Satisfaction of stakeholders in relation to assistance offered by SEW   

Short definition  

Satisfaction of stakeholders with SEW’s approach to help and empower vulnerable 

customers and those support agencies that work with them, as measured through 

satisfaction tracking research, as a score out of 5. 

Long definition  

Measurement Description 

Measuring units Score out of 5 - rounded to nearest decimal point. 

Necessary detail on units  Measured to 1 decimal place. 

Frequency of PC measurement Annual 

Use of averaging No 

 

This measure forms part of a suite of six vulnerability measures that captures three 

key elements of vulnerability – affordability, ensuring equal access and protection 

(safety and peace of mind).  The suite of measures focus on not only ensuring we 

identify customers that need additional support but also ensures they are satisfied in 

the support we give them and stakeholders who work with vulnerable customers are 

also satisfied with the service we provide. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

This performance commitment is focused on ensuring stakeholders, who work with 

vulnerable customers, are satisfied with the service we provide to the customer and 

also the partnership arrangement we have with them.   

Satisfaction of stakeholders with our approach to help and empower vulnerable 

customers and those that work with them, will be measured through satisfaction 

tracking research, as a score out of 5.  For the performance commitment the survey 

will include a single question that asks stakeholders to score their overall satisfaction 

level. 

PC level for PR19 

We have included this ODI to ensure we are engaging appropriately with 

stakeholders in this area and that they feel we are satisfying their and our customers’ 

requirements. We added this ODI as part of the evolution of our vulnerability strategy 

which we created with stakeholders and as yet we haven’t created a baseline to 

support the ODI.  This was due in the main to the initiative emerging with insufficient 

time to allow us to map the population of relevant stakeholders and then perform a 

survey that has a sufficient sample size to be robust. We preferred this approach to 

one where we abandoned the idea until the next plan, this reflects our approach 

overall we have sought to include innovation that emerges and adopt it whenever it 

comes through. 
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This will be carried out during October – December so that any baseline and target 

can be set in advance of the Final Determination and we will include details in our 

Draft Determination response or earlier if needed. 

We will set the target for this performance commitment to be in line with the targets 

set for our other satisfaction measures i.e. a target to reach 4.5 in the short term and 

4.6 over the longer term. 

If the baseline survey shows a satisfaction level below 4.5 a target will be set to 

increase satisfaction by 0.1 per year until the target of 4.5 is achieved.  

If the baseline survey shows a satisfaction level equal to or above 4.5 a target will be 

set to maintain the level satisfaction over the period. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. We had reservations about applying financial ODIs to PCs 

relating to customers in vulnerable circumstances, as it does not feel appropriate for 

us to potentially gain from work we do in this area. To help us come to this decision, 

we asked our customers what they thought and have provided the results of this in 

section 3.5.3 of this appendix. While some of our customers did support 

outperformance payments, if they were ring-fenced, we discussed this option further 

with our CCG and following feedback from our CCG, we decided it would be best to 

apply non-financial ODIs. Our approach to reporting on our performance will ensure 

that our reputational ODIs are powerful to provide sufficient incentives to perform 

well, even though we do not have financial ODIs attached to this PC.  
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A.13 Leakage 

Short definition  

This is a common PC and we have adopted the common definition, which is 

percentage reduction in leakage (where leakage is measured in megalitres per day, 

and is a three year average).  

Long definition  

Annual average leakage is defined as the sum of distribution system leakage, 

including service reservoir losses and trunk main leakage plus customer supply pipe 

leakage. It is reported as the annual arithmetic mean (referred to as ‘average’ in the 

guidance) daily leakage expressed in mega-litres per day (Ml/d). 

PC level for PR19 

Our ambition is to deliver a 14% reduction in our leakage levels from where we are 

now (based on annual data). We have calculated what this ambition would lead to, in 

terms of three year average data, which is 79.1 Ml/day. The forecast upper quartile 

and our ambition are both shown in the chart below, in three year averages.  

 

All of the above is calculated on the basis of the current reporting guidelines for 

leakage, as we are not yet able to calculate leakage in a way which is fully consistent 

with the shadow reporting methodology. The first year we will have this data is 

2020/21. We have therefore set our PC levels as a % reduction in leakage, rather 

than in terms of Ml/day.  

To set our PC levels, we have calculated what our ambition in terms of Ml/day in the 

current definition of leakage translates to in terms of leakage reductions. Delivering 

leakage at 79.1 Ml/day by 2024/25 translates to a 10% reduction in the three year 

average leakage figure from 2019/20. We have calculated this for each year of 2020 

to 2025, and set out PCs levels on this basis. This is shown in the table below; all 

reductions are relative to 2019/20. The table illustrates that we will achieve our 
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ambition by the end of the period and improve our performance during the period in 

order to get there.  

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

% reduction in three 
year average leakage 

0.2% 0.4% 2.0% 5.1% 9.6% 

 

While these % reductions have been calculated from our expected 2019/20 leakage 

level under the current definition of leakage, in practice we will apply these % 

reductions to our updated 2020/21 baseline to report our performance. This updated 

baseline will be consistent with the shadow reporting. We will only have one year of 

consistent data in 2020/21, and as the baseline is a three year average, it will be 

calculated as follows:  

 the figure for 2020/21 will be consistent with the shadow reporting guidelines; 

and 

 the figures for 2019/20 and for 2018/19 will be the current definitions of leakage 

uplifted to take account of the difference between the current definition for 

leakage and the shadow reporting figure for 2020/21. 

We will use this same updated baseline for each of the five years of the period.  

Our long-term aim for PC levels in the future is shown in App1. Our aim is to deliver a 

33.7% reduction in three year average levels of leakage, relative to 2019/20 by 

2039/40. We will deliver year on year improvements between 2024/25 and 2049/40. 

The forecast for 2039/40 and the profile of improvements over time is in-line with our 

WRMP and is based on our expert view.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as explained in 
section 2.1. Our estimated costs to deliver a 15% reduction in leakage (as 
measured by annual leakage levels) are around £2m per year on an 
annualised basis. This is our best estimate of our costs, taking into account 
any potential efficiencies. The estimated benefit of this improvement in 
performance is around £10m per year. These benefits are a combined 
valuation of the household and non-household valuations, where the 
household valuation is a triangulated valuation across the WTP survey and 
the results from the Attribute Valuation research. More detail on our 
triangulation approach is included in Annex B. 
The results of this CBA cross-check are that the level of improvement is 
cost-beneficial, with a positive net benefit of around £8m per year. 



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 117 of 189 
 

 

  
 

Comparative 
information  

In-line with Ofwat’s expectation of how this PC level should be set, we 
have calculated the forecast UQ for each year of 2020 to 2025. This is 
based on the current data we have available for leakage levels, companies’ 
forecast leakage levels within their draft WRMPs for 2024/25. This 
calculation shows that our leakage targets are ahead of the forecast UQ.   

Historical 
information  

Our current level of performance is ahead of the UQ, so we are strong 
performers already on this PC. Setting our PC level with reference to the 
comparative information and not just historical information ensures that we 
can continue to deliver high levels of performance.  

Minimum level 
of 
improvement  

Our historical performance shows that we have delivered an annual 
average level of improvement of 1.7%, which would be our minimum level 
of improvement. Our PC level requires us to deliver around a 2% annual 
average improvement, which illustrates that our PC level is stretching.   

Maximum 
possible level 

The maximum possible level would be zero. However it is not possible for 
us or any other company to achieve this in practice, as it would involve 
very material investments in our infrastructure that would lead to significant 
bill impacts. 

Expert 
judgement  

We have cross-checked our PC level against our expert judgement, which 
has confirmed that our PC level is stretching. We summarise our expert 
view further below.  

 

Overall, we have set our PC level in-line with our ambition of delivering a 15% 

reduction in leakage by 2024/25. This is in-line with Ofwat’s expectations and also 

the expectations of our external stakeholders. Our review of the comparative 

information suggests that we will also remain ahead of the UQ in 2020 to 2025, and 

our CBA cross-check shows that our customers support this level of improvement. 

This evidence base confirms that our PC level on leakage is very stretching.  

As a company in a water stressed area tackling leakage is a key objective for the 

company and we have driven down the level of leakage over a number of years.  We 

have continued to reduce leakage below our 2015 to 2020 performance commitment 

and WRMP targets during this period, meaning we have achieved upper quartile 

performance compared to the industry as a whole as can be seen from the graph 

below.  
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We have listened to both customers and stakeholders and challenged ourselves 

further to reduce leakage on an annual basis by a further 15% by 2025 when 

compared to current performance. For clarity, we took the 15% challenge laid down 

by Ofwat and assumed the target was suggested as the industry plateaued in terms 

of its performance and the challenge would kick start companies to think about 

reducing leaking further in their business plans. However, as can be seen from the 

chart we had not plateaued and leakage had been on a continuous improvement 

trend. We therefore adopted the challenge from the point in time it was made and 

calculated the target on this basis. We felt that to continue to reduce leakage this 

period as we had planned and then apply a 15% challenge to that improved position 

represented a far greater challenge than offered to other companies and would 

disproportionally increase the risk of delivery. We anticipate remaining comfortably 

within the upper quartile of performance if we achieve our targets.   

As we have pushed past our economic level of leakage (108 Ml/d), we have seen 

more of our effort switching to smaller leaks on communication pipes, which take 

longer to identify, and provide less of a return per repair.  This means that traditional 

find and fix type approaches are not able to deliver the overall savings required, and 

newer innovative mechanisms must be used. 

For PR19 we will need to employ multiple methods across the region, including the 

use of new and novel technology.  This will require different skill sets, increased 

numbers of leakage professionals, new meters, loggers and new central systems.  

Although many of the separate elements are proven, there are no complete 

integrated systems successfully deployed in the UK, making this ODI very 

challenging to achieve. 
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Leakage approach Description and whether approach is 

Traditional (T) / Innovative (I) 

% of 

target 

% spread 

of target 

Smart Networks Smart meters, loggers and software 

providing more accurate, more frequent 

data to identify leaks and bursts (I)  

50% 47% - 

53% 

Calm Networks Optimise pressure across the network and 

improve pumping control to avoid sudden 

large changes in pressure, which will 

reduce bursts (I) 

14% 12% - 

15% 

Trunk main metering 

improvements 

State-of-the-art trunk main meters for 

improved demand and service reservoir 

monitoring (I) 

14% 12% - 

15% 

Communication pipe 

replacement 

Targeted replacement and repair (T) 12% 10% - 

14% 

New Technology 

Implementation 

Implementation of new technology on the 

network to improve detection of leaks (i.e. 

use of drones/ satellites) (I) 

5% 3% - 7% 

DMA integrity Improved boundary valves management 

and hydraulic conditions in targeted DMAs 

(T) 

3% 2% - 4% 

Boosters for customers Local pressure boosting to individual 

customers to allow wider network pressure 

reduction with leakage benefits (T) 

2% 2% - 4% 

 

We have also carried out a CBA on leakage levels, which suggested that our 

proposed target of a 15% reduction is cost-beneficial. For more information on the 

CBA for Leakage see Appendix 7: Water resources. 

ODIs 

We will apply financial ODIs to this PC, as this is a particularly important area to our 

customers and we have evidence that customers value service level improvements in 

this service. These ODIs will be in-period, as we recognise that this is generally a 

more transparent approach and makes the ODIs more powerful, and they will be 

revenue based.  

We summarise the ODIs in the table below.  
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ODIs Outperformance payment 
(£/% reduction) 

Underperformance payment 
(£/% reduction) 

Leakage - % reduction in 

megalitres per day (three 

year averages) 

£331,261 £596,296 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1: 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the marginal valuation reflects the commitment that we have made to 

deliver a 9.8% change in three year averages.   

 

 Underperformance payment. We have applied the Ofwat formula to 

calculate the underperformance payment. This means that out 

underperformance payment is calculated as our marginal valuation minus 50% 

of the marginal cost. The marginal valuation is the same as that used in our 

outperformance payment, and we have also used our estimate of marginal 

costs. The marginal cost is calculated as our best estimate of the annualised 

costs of delivering our PC levels divided by the service level change (i.e. 9.8% 

in this case).  

  



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 121 of 189 
 

 

  
 

A.14 Per capita consumption 

 

Short definition  

This is a common PC and we have adopted the common definition, which is the 

average amount of water used by each person that lives in a household property 

(measured in litres per head per day).  

Long definition  

Annual average per capita consumption is defined as the sum of measured 

household consumption and unmeasured household consumption divided by the 

total household population. This is to be reported at the whole company level for this 

PC. 

PC level for PR19 

The chart below shows our PC levels relative to the forecast average and forecast 

upper quartile levels (three year average data). This also shows our commitment to 

achieve a level of 140 litres per head per day by 2024/25. 

 

We summarise our PC levels in the table below (three year average data). This shows that 

we will improve our performance during 2020 to 2025. 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Per capital consumption 
– average litres per 
head per day (3 year 
average)  

148.2 145.9 143.7 142.0 140.3 

 

Our long-term aim for PC levels in the future is shown in App1. Our aim is to deliver 

123 litres per person per day (three year average) by 2039/40 through annual 
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average improvements of 0.9% between 2024/25 and 2039/40. The forecast for 

2039/40 and the profile of improvements over time is in-line with our WRMP and is 

based on our expert view.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as 
explained in section 2.1. Our estimated costs to go from 147 litres per 
person per day to 139 litres per person per day (annual figures) are 
around £7.5m per year on an annualised basis. This is our best 
estimate of our costs, taking into account any potential efficiencies. 
The estimated benefit of this improvement in performance is around 
£4.4m per year. These benefits are a combined valuation of the 
household and non-household valuations, where the household 
valuation is a triangulated valuation across the WTP survey and the 
results from the Attribute Valuation research. More detail on our 
triangulation approach is included in Annex B. 
The results of this CBA cross-check are that the level of improvement 
is not cost-beneficial, with a negative net benefit of around £3.1m per 
year. 

Comparative 
information  

We reviewed the comparative information available, and recognise 
that our proposed PC level is behind the forecast UQ and forecast 
average. Our proposed PC level is around the current industry 
average.  

Historical 
information  

Our current level of performance is ahead of the UQ, so we are strong 
performers already on this PC. Setting our PC level with reference to 
the comparative information and not just historical information ensures 
that we can continue to deliver high levels of performance.  

Minimum level of 
improvement  

Our historical performance shows that we have delivered an annual 
average level of improvement of 0.8%, which would be our minimum 
level of improvement despite that reduction including a universal 
metering programme. Our PC level requires us to deliver around a 
1.3% annual average improvement, which illustrates that our PC level 
is stretching.   

Maximum possible 
level 

Our ambition is to achieve 10l/h/d by 2080, although this includes 
assumptions on as yet undiscovered innovation. 

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

Our proposed PC level is in-line with the current industry average and has been 

based on what our expert judgement suggests is appropriate, given our water 

resource challenge and customer demographic. This is a stretching level for us, as it 

will require us to deliver larger improvements than we have in the past, and will push 

us beyond the cost-beneficial level. We are going beyond the cost-beneficial level, as 

we understand that this is an important area, and our stakeholders agree that we 

should go further in this area.  
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Following the consultation and representations received on our dWRMP19, we 

revised our preferred plan to include more ambitious and stretching per capita 

consumption reductions.  From our current position of 150l/h/d in 2017-18 we plan to 

reduce per capita consumption to 139 l/h/d by 2025 (annual figure).   

In 2019-20 our existing compulsory metering programme will be complete, and 

combined with our water efficiency programme for AMP6 we expect per capita 

consumption to be 149 l/h/d. This leaves a further 10 l/h/d of reduction to be 

delivered by 2025 to reach 139 l/h/d (annual figure). 

At property level this equates to reductions of 24-25 litres/property/day during AMP7 

and water savings of 14Ml/d.  

In order to deliver this target without the advantage of being able to meter customers 

as other companies still have the opportunity to do we will undertake the following: 

 We will provide a home water audit report, predominantly by email but also by 

post, to almost over 800,000 measured household customers – the report will 

summarise their water use, enable them to undertake an on-line water audit and 

to get access to water tips and free water saving devices. The purpose being to 

raise awareness and motivate changes in water use.  

 

 The home water audit report will be produced on a minimum 6 monthly basis and 

allow customers to track their water use patterns and evaluate how any new 

devices or changes in their water use behaviour has benefit reductions in water 

use.  The purpose being to allow customers to see the benefit of their efforts and 

support sustaining and improving levels of savings achieved.   

 

 Between 400,000 and 500,000 existing measured household have existing 

meters installed that can collect monthly meter reads. We are considering proving 

quarterly home audit reports to these household with monthly water use and 

comparison with other households. The purpose will be to see to what degree 

improving the resolution and frequency of data improves customers’ experience, 

satisfaction and levels of water savings achieved both through reduced leakage 

and per capita consumption reductions.     

 

 We will run smart networks trial and install smart modules onto meters at 200,000 

measured households. These modules will record 15 minute water use in 

individual households and send back data to a central data system at South East 

Water. The primary purpose is improving leakage performance, but we see a lot 

of scope to improve the level of data and understanding of household water use 

on a daily basis.  

 

 We will use the data from the smart modules to identify customer side leakage, 

internal plumbing losses and high / unusual patterns of water use. All of which will 
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be fed back by exception to customers by our teams. The purpose being to 

provide more advice and support to customers about potential leakage and 

unusual water use within the home. Where applicable we operate a free supply 

pipe leakage programme to support repairs.  

 

 We will evaluate how effective the smart module initiative is, and feasibility to 

provide access to the same 15 minute smart data by customers on-line.  

 

 For the above initiatives, we will also consider how the benefits of this element of 

the programme is best provided to vulnerable and hard to reach customers.    

 

 We will increase the range and assumed a doubling of the total number of free 

devices currently offered to customers via our existing partnership with Save 

Water Save Money. In reality total numbers of devices will be governed by 

customer demand and will not be constrained.  

 

 We will provide a special water audit and retrofit service to vulnerable customers, 

low income households with high usage and housing associations across our 

area. This will involve home water audits and the funding of some retrofit devices. 

We will complete 8,000 home audits per annum, we estimate this will lead to 

retrofitting at between 1,500 and 2,000 properties per annum through this 

approach. 

 

 We will run a water use programme for unmeasured households to promote, 

home audits and switching to a water meter.  

 

 We will run a number of community based incentive programmes where 

customers and communities are rewarded for achieving individual and community 

level water efficiency targets. We have met and received proposals from several 

organisations already to implement such programmes. 

 

 We will continue to pilot new innovative water efficiency devices and techniques 

e.g. our existing trial of a leak and water use sensor that is connected to pipework 

inside the home and capable of monitoring real time flow and sending alert 

messages to the homeowner via and App.  

 

 We will run a broader company-wide campaign each year that targets a particular 

theme e.g. fixing of leaking toilets, moderating shower use etc.    

 

 We will continue our school visit and education programmes. We will continue our 

annual programme of attendance at community events, promoting water 

efficiency.  
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 We will engage with non-household retailers and non-household customers to 

provide water efficiency advice and services, including work with agriculture, 

farmers and land owners. 

 

All of the above activities will be performance measured and we will report annually 

on levels of activity and savings achieved. 

Customers in our area have the highest water use in the UK, due to the south east 

region being warmer, drier and more affluent – which drives more outdoor use of 

water, particularly garden watering. Using our innovative ‘toolboxes’ our ambition is 

to help customers to reduce their water use down to 139 litres per person per day by 

2025 (in annual terms) – a reduction of 8%.  That’s in addition to the 16% reduction 

we’ve already seen in demand as a result of our customer metering programme. 

Driving PCC down further will only be achieved with a sustained, positive change in 

customers’ behaviour. 

The results from our CBA suggest that our proposed target is not cost-beneficial. 

However, we have decided to commit to this more stretching target so that our 

performance level is closer to the industry average, and so that we meet our 

stakeholders’ feedback to be more stretching on this PC.  

Per capita consumption is heavily influenced by a wide range of factors, including:- 

1. Property age and type 

2. Householder age 

3. Householder occupancy 

4. Householder affluence  

5. Weather (regional and seasonal) 

6. Government policy (planning, energy efficiency etc.) 

A joint report commissioned by companies and undertaken by Artesia in 2017[1] 

reached the following conclusions: 

 Occupancy is a significant explanatory variable for household consumption, 

but other variables are also significant in explaining variations in household 

consumption. 

                                                
 

[1] Artesia Consulting, Planning for future uncertainty: a review of our understanding of household consumption in the UK, draft 
report [unpublished], 2017 
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o These include (but are not limited to): Property type, age of occupants, 

socio-demographic factors (RV, social status, affluence, culture, 

lifestyle, values, metered or RV bill), metering and weather. 

o These factors vary regionally, and should provide an explanation for the 

regional variation seen in household consumption. 

Given the high level of affluence and weather impacts in the south east see Figures 

below, we have set a target more in reference to what we have achieved historically 

and via metering the primary tool supported by challenges from customers and 

stakeholders for the reduction of consumption.  We have set a target that as a 

reference point is approximately half the saving achieved via metering.  The only 

tools left at our disposal will only be successful if behaviour change is successful and 

that represents a significant challenge as customers choose to use the amount of 

water they do and they do this in the knowledge of the cost impact to them, observed 

as 90% of our customer base is metered.  
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ODIs 

We will apply financial ODIs to this PC, as this is a particularly important area for 

PR19. These ODIs will be in-period, as we recognise that this is generally a more 

transparent approach and makes the ODIs more powerful, and they will be revenue 

based.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/litre per day) 

Underperformance payment 
(£/litre per day) 

PCC – litres per person 

per day, three year 

average 

£136,069 £136,069 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 
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region. Further details on our customer research can be found in Appendix 1: 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the unit rate is the difference between our current level and our 

2024/25 PC level (this is the service level change in three year averages to 

reflect the units of the PC).  

 Underperformance payment. We initially applied the Ofwat formula to 

calculate our underperformance payment. However, as our marginal costs are 

higher than the marginal valuation, this resulted in a negative 

underperformance payment. To address this issue, we used the proportionate 

and pragmatic approach of setting our underperformance payment equal to 

our outperformance payment. This means that our underperformance 

payment is also directly linked to our customers’ valuations.  
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A.15 Gap sites  

Short definition  

We will undertake a programme of work to improve our processes for identifying gap 

sites (properties that are using water but are not billed, and not on company billing 

systems). 

Long definition  

Measurement Description 

Measuring units Binary achieved/not achieved  

Necessary detail on units n/a 

Frequency of PC measurement End of period 

Use of averaging No 

 

We will commit to improving the processes we have in place to identify gap sites. In 

particular, we will carry out the following: 

 we will match our property database against a third party database of 
addresses in our region (using Ordnance Survey AddressBase as the prime 
data set); 

 we will use this matching and reconciliation process to identify any potential 
gap sites, or where potential gap sites are linked to other existing supply 
points;  

 we will use the reconciliation exercise and third party dataset to identify any 
changes (additions or demolitions) that may need to be made to our property 
dataset; 

 we will update our billing systems to reflect these changes; 

 once the database match has been completed we will carry out a refresh of 
the review on an annual basis; 

 
This activity will commence at the start of 2020 and be completed by 2025. 

The systematic reconciliation of our database to external address databases 

improved on our current approach which relies on processes to keep our records up 

to date. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment.  This performance commitments covers both 

household and business properties. 

PC level for PR19 
 

We have committed to a programme of work to identify gap sites. We have 

committed to achieving this by the end of the period.  
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Our PC levels will therefore be set as follows. As we have committed to achieving a 

certain work programme by the end of the period, we have not set PC levels for the 

other years. 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Commitment to 
deliver a programme 
of work to identify gap 
sites  

N/A N/A N/A N/A Programme 
of work 
completed  

 

Our long-term aim for PC levels in the future is shown in App1. As this is an end of 

period PC, we have set out our aim for the end of each of the five year periods 

between 2024/25 and 2039/40. In each case, our aim is to achieve our programme 

relating to gap sites. It is likely that we will extend the scope of our programme in 

future and whatever we commit to doing, our PC will be to achieve that by the end of 

the period.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC, as we cannot be 
certain how much change our programme of work will have on 
the number of gap sites.  

Comparative information  We do not have comparative information on this PC.  

Historical information  We do not have historical information on this PC.  

Minimum level of 
improvement  

As we do not have historical information, we cannot calculate a 
minimum level of improvement. 

Maximum possible level The maximum possible level of gap sites is none, and the 
maximum possible level on our metric is “achieved”.  

Expert judgement  We have worked with our internal experts to design the best 
programme to identify the most gap sites that we can. 

 

Overall, our PC level is set based on what our experts consider to be the most 

stretching programme of work that we can commit to. Our programme of work means 

that we will match all of the 1 million properties in our supply area to standard UK 

address databases by 2025. This has never been undertaken before by the company 

on such a scale, or in a single five-year period. 

ODIs 

We have chosen to apply a non-financial incentive to this PC because this is a 

specific programme of work and our customers are not exposed to undue risk by us 

not having a financial ODI. We will report on our performance in-line with the 
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approach we explain in section 4 of this appendix, and that will ensure that we have 

sufficient reputational incentives to deliver this programme of work. As this is an end 

of period PC, we will only report on our progress by the end of the period and not in 

the intermediate years for the reasons set out in section 3.1.  
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A.16 Voids – household properties 

Short definition  

We will measure the number of household voids as a percentage of the total number 

of connected household properties (void properties are those classed by water 

companies as being vacant). 

Long definition  

Measurement Description 

Measuring units % 

Necessary detail on units Measured to 1 decimal place 

Frequency of PC measurement Annual 

Use of averaging No 

 
We will measure the number of household voids we have on our property database 

as a percentage of the total number of household properties on our database.    

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

Our definition of a void property will be consistent with the industry standard definition 

that is used to complete table 4A of the Annual performance report tables, and our 

definition of properties will be consistent with the industry standard definition that is 

used to complete table 4Q of the Annual performance report table.  

The property figures used for the calculation will be taken as at the end of each 

financial year. 

PC level for PR19 
 

We reviewed the comparative data available for this PC, and it shows that our 

performance is ahead of the UQ.  

 

Measure  2015/16 2016/17 2017/18 Average 

SEW % of household 
voids 

1.9% 2.2% 2.2% 2.1% 

UQ % of household voids 2.4% 2.2% 2.7% 2.4% 

 

We have therefore set our PC level at our historical average of 2.1%. This is shown 

in the table below, which sets out our PC levels for 2020 to 2025, we will deliver the 

UQ level of performance in each year. 
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PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Household voids - % of 
properties  

2.1% 2.1% 2.1% 2.1% 2.1% 

 

Our long-term aim for PC levels in the future is shown in App1. We have no reason to 

expect the level of vacant properties within our region to change over time, and so 

we have set out our aim for the future to maintain our household void level at 2.1% in 

each year between 2024/25 and 2039/40.   

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC as we are intending 
to maintain our performance at current levels.   

Comparative information  We have reviewed comparative information, which suggests 
that we are performing ahead the current UQ. We believe this 
also equates to forecast UQ levels, as we consider have no 
reason to believe that the underlying proportion of vacant 
properties is likely to change over time (and we are assuming 
that current UQ companies’ void rate is roughly in-line with their 
vacant rates).  

Historical information  We have reviewed our historical performance, which shows 
that our performance is relatively stable.  

Minimum level of 
improvement  

Based on our historical information, the minimum level of 
improvement would be to remain stable.  

Maximum possible level The maximum possible level of voids would be to match the 
natural level of vacant properties in our region. It would not be 
zero, as we cannot control the number of vacant properties.   

Expert judgement  Our internal experts consider that there is no reason to believe 
that the natural rate of vacant properties is likely to change, and 
that has confirmed our view that it would be reasonable to set 
the PC level at our current average. 

 

We are already an upper quartile performing company and have set our target based 

on remaining at this level as we see no reason to expect the upper quartile of the 

industry to move significantly.   

ODIs 

We will apply financial ODIs to this PC, as our customers could benefit from service 

improvements in this area, and should therefore be protected if we do not deliver on 

our commitments. These ODIs will be in-period, as we recognise that this is generally 

a more transparent approach and makes the ODIs more powerful, and they will be 

revenue based.  
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We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/% properties) 

Underperformance payment 
(£/% properties) 

Household voids - % of 

properties  £822,605 £1,622,956 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment. This means that out outperformance payment is 

calculated as 50% of our marginal valuation. Our marginal valuation is based 

on a calculation to estimate the marginal benefits to customers of 

improvements in the rate of household voids. We have estimated the extra 

revenue that we would receive if our household void rate fell by one 

percentage point (assuming 98% of those would pay their bills), and used this 

as our estimate of a marginal benefit, as this extra revenue would be spread 

out across all our customers.   

 Underperformance payment. We have applied the Ofwat formula to 

calculate the underperformance payment. This means that the 

underperformance payment is calculated as the marginal benefit minus 50% 

of the marginal cost. The marginal valuation is the same as that used in our 

outperformance payment, and we have also used our estimate of marginal 

costs. The marginal cost is calculated as our annual costs of running our voids 

programme divided by the difference between the historical LQ and our 

historical level (which is also our PC level, as we plan to maintain our 

performance level). This service level change is our estimate of what would 

happen to our performance if we did not deliver our void programme.    
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A.17 Voids – business properties 

Short definition  

We will measure the number of business property voids as a percentage of the total 

number of connected business properties (void properties are those classed by water 

companies as being vacant). 

Long definition  

Measurement Description 

Measuring units % 

Necessary detail on units Measured to 1 decimal place 

Frequency of PC measurement Annual 

Use of averaging No 

 

We will measure the number of business property voids we have on our property 

database as a percentage of the total number of business properties on our 

database.  

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

Our definition of a void property will be consistent with the industry standard definition 

that is used to complete table 4A of the Annual performance report tables, and our 

definition of properties will be consistent with the industry standard definition that is 

used to complete table 4Q of the Annual performance report table.  

The property figures used for the calculation will be taken as at the end of each 

financial year. 

PC level for PR19 
 

We do not have comparative data available for this PC, but we assume we are upper 

quartile performers, as we are for household voids as the processes that deliver this 

performance are the same. We have therefore set our PC levels in-line with our 

historical average of 8.6%. 

 

Measure  2014/15 2015/16 2016/17 2017/18 Average 

Business property 
voids - % of 
properties 

8.9% 8.6% 6.7% 8.1% 8.1% 

 

Our PC levels for 2020 to 2025 are shown in the table below. We will deliver what we 

forecast to be the UQ level of performance in each year of the period. 
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PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Business property voids 
- % of properties 

8.1% 8.1% 8.1% 8.1% 8.1% 

 

Our long-term aim for PC levels in the future is shown in App1. We have no reason to 

expect the level of vacant properties within our region to change over time, and so 

we have set out our aim for the future to maintain our business property void level at 

8.1% in each year between 2024/25 and 2039/40.   

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC as we are intending 
to maintain our performance at current levels.   

Comparative information  We do not have comparative information for this PC. 

Historical information  We have reviewed our historical performance.  

Minimum level of 
improvement  

Based on our historical information, the minimum level of 
improvement would be to remain stable.  

Maximum possible level The maximum possible level of voids would be to match the 
natural level of vacant properties in our region. It would not be 
zero, as we cannot control the number of vacant properties.   

Expert judgement  Our internal experts consider that there is no reason to believe 
that the natural rate of vacant properties is likely to change, and 
that has confirmed our view that it would be reasonable to set 
the PC level at our historical average level, which we are 
assuming amounts to at least the UQ level.   

 

As explained above there is no comparative data for this measure. We have 

therefore set our target to maintain our performance at 8.1%.  If anything, there 

appears as if there has been an increase in the void rates over the last year or so, 

meaning that we will need to deliver improvements to achieve this historical average. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. This is an in-period PC, so we will report on it annually. We 

had initially planned to set financial ODIs for this PC, as we have for household 

voids, but following discussion with our CCG we decided that it would be more 

appropriate in this case to set non-financial ODIs. This was because there is more 

volatility in performance on this PC, which may lead to undue bill volatility for our 

customers.   
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A.18 Drought resilience  

 

Short definition  

This is a common PC and we have adopted the common definition, which is the 

percentage of the population the company serves that would experience severe 

supply restrictions (for example, standpipes or rota cuts) in a 1 in 200 year drought. 

Long definition  

The overall metric will be, on a company basis, the percentage of the customer 
population at risk of experiencing severe restrictions (for example, standpipes or rota 
cuts as part of Emergency Drought Orders - EDO) in a 1-in-200 year drought, on 
average, over 25 years. The population is considered to be ‘at risk’ if the supply-
demand balance calculation in each water resource zone (as used for water resource 
planning) for the 1-in-200 year drought event results in a shortfall (deficit). This will 
occur when the theoretical deployable output minus outage allowance (available 
supply) is less than the dry year demand plus base year target headroom (demand 
plus uncertainty). 

 

PC level for PR19 

We have carried out some modelling to determine our possible PC levels for 2020 to 

2025. Based on this, our expert judgement is that we can set the PC level at zero for 

each year of 2020 to 2025. Our PC levels are shown in the table below – we will set 

the PC level at the maximum possible for each year. 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Drought resilience - % 
of population that would 
experience severe 
supply restrictions in a 1 
in 200 year drought   

0% 0% 0% 0% 0% 

 

Our long-term aim for PC levels in the future is shown in App1. Our expert view is 

that we will be able to maintain our performance at 0% for each year within 2024/25 

and 2039/40.   

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA The impact of drought resilience on customers can be measured 
through the reduction in risk of rotacuts and/or standpipes. We included 
this service in our WTP survey. The results show that, on average, 
households were prepared to pay £2.51 a year to move from a 1 in 100 
year scenario to a 1 in 200 year scenario (relating to the risk of rotacuts 
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and/or standpipes). Non-households did not show a positive willingness 
to pay for this change. The total valuation of this service change is 
therefore around £2m per year.  
While the risk of rotacuts and/or standpipes is related to the drought 
resilience scenarios that we have considered, in practice the risk of 
rotacuts and/or standpipes is similar across the “1 in 100 scenario” and 
“1 in 200 scenario”. However, the evidence from our customer research 
does suggest that there is customer support for investments in this area 
and it seems reasonable to infer from this that our customers are likely 
to support our choice to deliver higher levels of drought resilience. 

Comparative 
information  

We do not have comparative information for this PC.  

Historical 
information  

Our current level of performance is 0%. 

Minimum level of 
improvement  

Given that we are currently at 0%, the minimum level of improvement 
would be to maintain this level.  

Maximum 
possible level 

We are at the maximum possible level already and will set our PC levels 
at the maximum.  

Expert judgement  We have based on PC levels on our expert internal judgement and 
modelling. We provide more detail on this below.  

 

Overall, we have set our PC level at the maximum possible level. While this is 

maintaining our current level of performance, it will require investment for us to 

maintain this performance, in effect we need to deliver the WRMP including the 

stretching PCC and Leakage targets as well as addition investment in new water and 

so this level can be considered stretching.  

We have customer support for investments in this area, and so we have 

demonstrated via CBA that customers would prefer us to invest to achieve the 1 in 

200 year level, rather than the 1 in 100 year level.  For further detail on our 

engagement approach for this measure please see Appendix 7: Water Resources. 

ODIs 

We will apply financial ODIs to this PC to protect our customers if we do not deliver 

on our commitments. These ODIs will be in-period, as we recognise that this is 

generally a more transparent approach and makes the ODIs more powerful, and they 

will be revenue based. This is an underperformance only ODI, as we are committing 

to delivering the maximum possible level.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/% population at risk) 

Underperformance payment 
(£/% population at risk) 

Drought resilience - % of 

population that would 

experience severe supply 

N/A £164,158 
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restrictions in a 1 in 200 

year drought   

 

We explain below how we have calculated the underperformance payment.  

 Underperformance payment. We have set a cost-based underperformance 

payment for this PC. This means that our underperformance payment is 

calculated as 50% of the marginal cost. To calculate our marginal cost, we 

have annualised the costs relating to this service area, and then divided these 

annualised costs by the difference between our estimate of what would 

happen to our performance if we did not deliver our investment programme 

and our PC level.    
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A.19 Unplanned maintenance/outage  

Short definition  

This is a common PC and we have adopted the common definition, which is a 

temporary loss of maximum production capacity. 

Long definition  

This measure is to be used as a means of assessing asset health (primarily for non-

infrastructure – above ground assets), for water abstraction and water treatment 

activities. It is defined as the annualised unavailable flow, based on the peak week 

production capacity (or PWPC), for each company. This measure is proportionate to 

both the frequency of asset failure as well as the criticality and scale of the assets 

that are causing an outage. 

PC level for PR19 

Our PC levels for unplanned outage are shown in the table below. We will improve 
our performance during 2020 to 2025. 

 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Unplanned outage 5.0% 4.9% 4.8% 4.7% 4.6% 

 

Our long-term aim for PC levels in the future is shown in App1. We have set our aim 

as 4.5% for each year between 2024/25 and 2039/40. This is our initial view at this 

stage, and may well be amended in future, once this PC becomes more established 

and we have more historical and comparative information.    

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC as it is an asset 
health measure and we do not have customer research relating 
to it.  

Comparative information  We do not have comparative data available for this measure.  

Historical information  We have only limited historical information available for this PC, 
as it is new for PR19.  

Minimum level of 
improvement  

We have only limited historical information available for this PC, 
as it is new for PR19.  

Maximum possible level The maximum possible level would be zero. However it is not 
possible for us or any other company to achieve this in 
practice, as it would involve very material investments in our 
infrastructure that would lead to significant bill impacts. 

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 
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In the absence of how we compare to others we have set ourselves a target of 

reducing outage by 0.1% each year so that our performance is 4.6% by 2025. We 

believe when comparisons are made across business plans, this will show we are 

well placed as 5% or 4.6% outage is considered low using operational expert 

judgement.  

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. This is an in-period PC and therefore we will report on it 

annually. We decided that it would be most appropriate to apply non-financial ODIs in 

this case, due to the immaturity of the PC and the potential volatility in future 

performance.    
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A.20 Company sites protected from risk of flooding  

Short definition  

The number of our sites that have been protected from the risk of flooding. 

Long definition  

Measurement Description 

Measuring units Number of company sites protected  

Necessary detail on units Measured to 0 decimal places 

Frequency of PC measurement End of period 

Use of averaging No 

 

In August 2017, we commissioned an independent company (Jacobs) to carry out a 

risk assessment at our company sites to determine which sites are at risk of flooding 

from fluvial and surface water sources. This assessment defined “at risk” as 1/1000 

Annual Exceedance Probability. The following types of sites were included in this risk 

assessment: all boreholes; pumping stations; and water treatment works.  

This risk assessment identified a programme of work that we should undertake 

during 2020 to 2025 to make our sites more resilient to this flooding risk. We will 

commit to delivering this programme of work over the five year period, and will 

monitor annually how many sites we have protected, and whether this is in-line with 

our commitment.   

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

PC level for PR19 
 

We commissioned a risk assessment report to determine how many of our sites are 

at risk of flooding. This report identified 95 sites, and we have committed to 

protecting 92 of these sites by the end of 2024/25 as three were at extreme flood 

depths, and flood mitigation at the site was not practical. There are mitigating 

supplies from other sites in the event of extreme flooding at these three sites, this 

means supplies could be maintained to customers. Further specific studies for the 

three sites will be undertaken during AMP7. 

Our PC levels are summarised in the table below. As this is an end of period target, 

we have not set annual targets. 

 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Number of sites 
protected from risk of 
flooding 

N/A N/A N/A N/A 92 
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We have not set long-term aims for this PC. This is because the level of risk to which 

we protect our sites may change in future, and also the number of sites at risk may 

change, depending on the results of the five yearly risk assessments. Our aim is 

therefore to continue to commission risk assessments, and to protect those sites 

which are seemed to require protection.   

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC, as it is a resilience 
measure and is not directly related to customer impacts.  

Comparative information  Comparative information is not relevant for this PC, as it is 
specific to our sites.  

Historical information  Historical information is not relevant for this PC, as it relates to 
current risk levels at our sites (and we have amended the level 
of risk that we are protected our sites to).  

Minimum level of 
improvement  

As we do not have historical information for this PC, it is not 
possible to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be to protect all sites from a 
risk of flooding.    

Expert judgement  We commissioned an independent company to assess the risk 
at our sites, and identify which sites should be protected. Our 
internal experts have reviewed this report, and have decided 
which sites should be protected.  

 

Overall, we have set our PC level based on expert judgement. We will be carrying 

out a wide range of activities to ensure these sites are protected from a 1 in 1,000 

event, including the following: 

 Demountable Flood Gate  

 Waterproof Membrane  

 Flood Kiosk/Cabinet  

 Cable Duct Sealing  

 Air Brick Covers  

 Ventilation Cover  

 Flood Wall  

 Manhole Covers  

 Earthworks Channel  

 Increasing size of chemical dispensing tank 

Completion of this programme will result in all sites identified having the remedial 

work undertaken. 
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ODIs 

We will apply financial ODIs to this PC to protect our customers if we do not deliver 

on our commitments. This will be an end of period ODI, as explained in section 3.1, 

so we will only report on our performance at the end of 2024/25. This is an 

underperformance only ODI, as there is no clear benefit of us delivering beyond what 

our risk assessment showed we should do. We considered applying a reward for 

increased pace of delivery but that was likely to create the wrong incentive as the 

programme should be risk based and delivered effectively and efficiently.   

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/site) 

Underperformance payment 
(£/site) 

Number of sites protected 

from risk of flooding 
N/A £726 

 

We explain below how we have calculated the underperformance payment.  

 Underperformance payment. We have set a cost-based underperformance 

payment for this PC. This means that our underperformance payment is 

calculated as 50% of the marginal cost. We initially calculated our marginal 

cost as the average cost per site. Following discussion with our CCG, we have 

based the marginal cost on the cost at the most expensive site (Groombridge) 

plus an additional 10%. We have used annualised marginal costs in this 

calculation.  
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A.21 Event Risk Index (ERI) 

Short definition  

The Event Risk Index (ERI) is a score used to illustrate the risk arising from water 

quality events and is calculated using the formula below: 

 

Long definition  

Measurement Description 

Measuring units Index score 

Necessary detail on units Measured to 2 decimal places 

Frequency of PC measurement Annual 

Use of averaging No 

 

We will be consistent with the industry standard definition. As per the current Drinking 

Water Inspectorate (DWI) guidance, the Event Risk Index (ERI) is a measure 

designed to illustrate the risk arising from water quality events. We will be consistent 

with the industry standard definition. 

It is calculated using the following function, using four pieces of information: 

 

 
 

1. Seriousness score - Derived from the existing DWI Event classification, it 
assesses the relative seriousness of a particular event. This score is 
measured on a scale from 0 to 5, 5 being the worst 

2. Assessment score – Considers whether the wellbeing and interests of 
consumers were protected by best practice management of events. This score 
is measured on a scale from 0 to 5, 5 being the worst 

3. Impact score – Calculated based on the population affected, and the time 
consumers were exposed to the risk. 

4. Population served – Number of people served by the water company in 
question when the event occurred. This is the sum of the populations for each 
of the Water Supply zones, as reported by the company to the DWI on an 
annual basis. This is linked back to the property number. 

 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 
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PC level for PR19 
 

The table below summarises our historical performance data, as well as the industry 

average.   

Company 2015 2016 2017 Average 

South East Water  148.9 11.5 69.2 76.5 

Industry average 209.4 225.2 201.0 211.9 

 

The table below summarises our PC levels and deadbands for 2020 to 2025. We 

have set the same levels for each year within the period, meaning that we have to 

deliver this level of performance immediately and maintain it.    

PC level 2020/21 2021/22 2022/23 2023/24 2024/25 

DWI’s Events Risk Index 

– PC level  
0 0 0 0 0 

DWI’s Events Risk Index 

– Deadband   
212 212 212 212 212 

 

Our long-term aim for PC levels in the future is shown in App1. We are assuming that 

the Ofwat expectation will continue to be for us to set PC levels at zero, and so this is 

what we have reported in App1. However, we also expect that it is likely a deadband 

will remain, at about the industry average.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out customer research in relation to this 
PC, as the DWI requires us to achieve a target of zero on this 
PC. 

Comparative information  We have used comparative information to set the deadband, as 
suggested by the Drinking Water Inspectorate.  

Historical information  We have reviewed our historical performance, which shows 
that our performance is volatile and supports the use of a 
deadband.  

Minimum level of 
improvement  

We have considered the minimum possible level of 
improvement, based on our historical levels of performance, 
but have set our PC level more stretching that this to meet the 
DWI’s requirements.   
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Maximum possible level We have set the PC level at the maximum possible level.  

Expert judgement  We have cross-checked our target and deadband against our 
internal expert judgement.  

 

Overall, we have set our target in-line with the DWI’s requirements, which amounts to 

the maximum possible level. Our deadband is set at the industry average, i.e. based 

on comparative information, and our historical information suggests that this 

deadband is stretching as it is below our average historical performance. 

Within the DWI’s response to Ofwat’s methodology consultation “Delivering Water 

2020: Consulting on our methodology for the 2019 price review” they set the 

following expectations regarding ERI: 

“As every compliance failure (or event) represents a failure of the company to meet 

their statutory obligations it is not appropriate to offer rewards. As such, in terms of a 

target, companies should aim for CRI (and ERI) scores of zero and thus aspire to 

continuous improvement and results of at least at a level that is equal to or below the 

national average”. 

We have therefore set a stretching target of zero for ERI with a deadband of 211.9 

which is based on the industry average. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. This is an in-period PC and therefore we will report on it 

annually. We decided with agreement from our CCG that it would be most 

appropriate to apply non-financial ODIs in this case, due to the immaturity of the PC 

and the potential volatility in future performance.    
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A.22 Supply interruptions  

Short definition  

This is a common PC and we have adopted the common definition, which is supply 

interruptions greater than three hours, measured by average minutes per property.  

Long definition  

Calculation of the Performance ∑ (𝑃𝑟𝑜𝑝𝑒𝑟𝑡𝑖𝑒𝑠 𝑤𝑖𝑡ℎ 𝑖𝑛𝑡𝑒𝑟𝑟𝑢𝑝𝑡𝑒𝑑 𝑠𝑢𝑝𝑝𝑙𝑦 ≥ 180 𝑚𝑖𝑛𝑠) × 

𝐹𝑢𝑙𝑙 𝑑𝑢𝑟𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑖𝑛𝑡𝑒𝑟𝑟𝑢𝑝𝑡𝑖𝑜𝑛 𝑇𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑝𝑟𝑜𝑝𝑒𝑟𝑡𝑖𝑒𝑠 𝑠𝑢𝑝𝑝𝑙𝑖𝑒𝑑 (𝑦𝑒𝑎𝑟 𝑒𝑛𝑑) 

PC level for PR19 

The chart below shows the forecast upper-quartile and how this relates to our current 

performance. We forecast the upper-quartile by applying an exponential trend to the 

historical upper quartile. Our PC level for 2024/25 will be 4, in-line with this forecast.  

 

The table below shows our PC levels for each year of 2020 to 2025. Our PC levels 

match our forecast of the UQ for each year, meaning that our PC levels improve 

throughout the five years. 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Supply interruptions – 
average supply 
interruption greater 
than three hours 
(minutes per 
property) 

00:06:30 00:05:42 00:05:06 00:04:30 00:04:00 

 

Our long-term aim for PC levels in the future is shown in business plan table App1. 

Our expert view is that the UQ will approach around three minutes per property by 

2039/40. We have set our long-term aims in-line with this, and an assumption of year 

on year improvement. This equates to an assumption of annual average 

improvement of 1.7%.   
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Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA As this PC level has largely been informed by comparative information, we 
have carried out a CBA cross-check to test the proposed PC level against 
the results of our customer research.  
Our CBA cross-check followed the approach as explained in section 2.1. 
Our estimated costs to go from 8 minutes per property to 4 minutes per 
property are around £10.3m per year on an annualised basis. This is our 
best estimate of our costs, taking into account any potential efficiencies. 
The estimated benefit of this improvement in performance is around 
£780,000 per year. These benefits are a combined valuation of the 
household and non-household valuations, where the household valuation 
is a triangulated valuation across the WTP survey and the results from the 
Attribute Valuation research. More detail on our triangulation approach is 
included in Annex B. 
The results of this CBA cross-check are that the level of improvement is 
not cost-beneficial, with a negative net benefit of around £9.5m per year. 

Comparative 
information  

In-line with Ofwat’s expectation of how this PC level should be set, we 
have calculated the forecast UQ for each year of 2020 to 2025. We have 
calculated the historical UQ (we calculated the UQ of each company’s 
historical average level) and then applied an exponential trend to this to 
forecast the UQ for 2020 to 2025 (by passing the trend through the 
historical averages). As the data for 2017/18 includes relatively high levels 
of supply interruptions, we have excluded this year of data from our 
forecasting – this results in a more stretching PC level than if we had 
included this year.   

Historical 
information  

Our current level of performance is behind the UQ, so setting our PC level 
in-line with the forecast UQ results in a very stretching PC level for us. We 
will need to deliver a 90% reduction by 2024/25. 

Minimum level 
of 
improvement  

Our historical performance shows that we have delivered an annual 
average level of improvement of 7%, which would be our minimum level of 
improvement. Our PC level requires us to deliver a 29% annual average 
improvement, which illustrates just how stretching our PC level is.  

Maximum 
possible level 

The maximum possible level would be zero. However it is not possible for 
us or any other company to achieve this in practice, as it would involve 
very material investments in our infrastructure that would lead to significant 
bill impacts and would also require us to send our operational teams out in 
very bad weather, which would lead to unacceptable health and safety 
concerns.  

Expert 
judgement  

We have cross-checked our PC level against our expert judgement, which 
has confirmed that our PC level is very stretching. We summarise our 
expert view further below.  

 

Overall, we have set our PC level in-line with the forecast UQ, which is consistent 

with Ofwat’s expectations for how this PC level should be set. This results in a very 

stretching PC level for us that requires a 90% improvement by 2024/25. 
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Our supply interruptions performance is affected by large events, which has meant 

that we have missed our target for the first three years of this period.  Our 

performance has been noticeably impacted in two of these years: 

 2015/16 a large event strategic main failure in Hailsham increased the 

interruptions minutes by 23 minutes to a total figure of 32 minutes for the year. 

 For 2017/18 the reported interruption minutes were increased by 37 minutes 

due to the ‘Beast from the East’ freeze/thaw incident.  Underlying performance 

was less than 6 minutes. 

In 2016/17 we did not suffer from a large scale supply interruption and our 

performance was 13 minutes. 

Many of the actions we will take to reduce leakage will assist us in meeting our 

interruptions target as they reduce the likelihood and impact of asset failure. 

However, we have identified a number of clear and specific activities that will reduce 

the likelihood of customer suffering interrupted supplies; 

 Improving the interconnectivity of our mains network so that we are able to 

move water around the system to areas where an asset has failed to maintain 

supply. 

 Reduce the number of customers reliant solely on one asset for their water 

service. 

 Learning lessons from the freeze/thaw event in 2018 to improve the decisions 

we make on when and how to remove assets from service for maintenance or 

cleaning. 

 We are trailing a logistics tool developed for the armed forces to allow us to 

ready and deploy our field staff and spare parts to improve repair times.   

ODIs 

We will apply financial ODIs to this PC, as it is an important service area for our 

customers. These ODIs will be in-period, as we recognise that this is generally a 

more transparent approach and makes the ODIs more powerful, and they will be 

revenue based.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/minute per property) 

Underperformance payment 
(£/minute per property) 

Supply interruptions – 

average minutes per 

property 

£98,162 £98,162 
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These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1: 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the unit rate is four minutes per property.   

 Underperformance payment. We initially applied the Ofwat formula to 

calculate our underperformance payment. However, as our marginal costs are 

higher than the marginal valuation, this resulted in a negative 

underperformance payment. To address this issue, we used the proportionate 

and pragmatic approach of setting our underperformance payment equal to 

our outperformance payment. This means that our underperformance 

payment is also directly linked to our customers’ valuations. 

We have decided to apply caps and collars to our ODIs in relation to supply 

interruptions. As explained in section 3.5.2 we carried out customer research to see if 

we had customer support for this. Our findings were that our customers preferred the 

option of us capping and collaring our ODIs on supply interruption, and offering 

enhanced compensation to those customers who are directly affected by the supply 

interruptions. This means that we will not receive outperformance unit payments for 

any units that we deliver ahead of two minutes per property, and we will not receive 

underperformance unit payments for any units that we deliver behind fourteen 

minutes per property. 

The table below shows the proposed enhanced compensation we will give to 

customers. 

Timescale Payment 

12-24 hrs £25 

24-48 hrs £50 

Over 48 hrs £100 
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A.23 Mains bursts  

Short definition  

This is a common PC and we have adopted the common definition, which is mains 

repairs per 1,000km of water mains.  

Long definition  

Number of mains bursts per thousand kilometres of total length of mains. Mains 

bursts include all physical repair work to mains from which water is lost. This is 

attributable to pipes, joints or joint material failures or movement, or caused or 

deemed to be caused by conditions or original pipe laying or subsequent changes in 

ground conditions (such as changes to a road formation, loading, etc. where the 

costs of repair cannot be recovered from a third party). 

PC level for PR19 

The chart below shows our historical levels of total mains burst (absolute levels, not 

per 1,000km of mains). It also shows the number of mains burst that are detected, 

which has been increasing over time. We expect the number of mains burst to 

continue to increase in future, as shown in the chart below, as we commit to our 

stretching leakage target. Based on this, we will commit to achieving 2,696 mains 

burst each year, which is the three year average of our past performance. This 

equates to a PC level of 182.7 mains burst per 1,000km of mains.  

 
 

Our PC levels for 2020 to 2025 are shown in the table below. Our target is the same 
for each year, so we have to maintain this stable performance throughout the period.  

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Mains burst – mains 
repairs per 1,000km 
of mains  

182.7 182.7 182.7 182.7 182.7 
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Our long-term aim for PC levels in the future is shown in App1. We expect to 

maintain our level of performance at 182.7 mains burst per 1,000km of mains for 

each year between 2024/25 and 2039/40 as this is an asset health PC.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA on this PC as it is an asset 
health measure and we do not have customer research relating 
to it.  

Comparative information  We do not have comparative data available for this measure.  

Historical information  We have set our PCs in-line with our historical average for the 
last three years.  

Minimum level of 
improvement  

There has been some general level of increase over the last 
few years, so we assume that the minimum level of 
improvement would be to maintain our current performance. 

Maximum possible level The maximum possible level would be zero. However it is not 
possible for us or any other company to achieve this in 
practice, as it would involve very material investments in our 
infrastructure that would lead to significant bill impacts. 

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

Overall, our PC level is based on maintaining our current level of performance. This 

is a stretching PC in the context of the number of detected bursts increasing over 

time, and the fact that this trend is likely to continue while we aim to reduce leakage. 

Increase leakage activity will in effect find leaks we have never found before using 

innovative systems and find and fix technics, we will be finding the unfindable leaks. 

We estimate, using our leakage prediction model that this increase will be c980 

bursts over the five year period therefore we need to improve our underlying level of 

bursts by 27% in order to maintain our burst level at a stable rate. 

ODIs 

We will apply financial ODIs to this PC to protect our customers if we do not deliver 

on our commitments. These ODIs will be in-period, as we recognise that this is 

generally a more transparent approach and makes the ODIs more powerful, and they 

will be revenue based. This is an underperformance only ODI, as we are committing 

to delivering a stable level of performance and any improvement in performance is 

likely to be reflected in potential ODI upside on other PCs.   

We summarise the ODIs in the table below.  
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ODIs Outperformance payment 
(£/mains burst per 1,000km) 

Underperformance payment 
(£/mains burst per 1,000km) 

Mains burst – mains 

repairs per 1,000km of 

mains 

N/A £83,290 

 

We explain below how we have calculated the underperformance payment.  

 Underperformance payment. We have set a cost-based underperformance 

payment for this PC. This means that our underperformance payment is 

calculated as 50% of the marginal cost. To calculate our marginal cost, we 

have annualised the costs relating to this service area, and then divided these 

annualised costs by the difference between our estimate of what would 

happen to our performance if we did not deliver our maintenance programme 

and our PC level.    
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A.24 Low pressure  

Short definition  

The number of properties at risk of experiencing water pressure below the industry 

standard (i.e. as recorded on the former DG2 serviceability indicator). 

Long definition  

Measurement Description 

Measuring units Number of customers per 10,000 connections 

Necessary detail on units Measured to 0 decimal places 

Frequency of PC measurement Annual 

Use of averaging No 

 

As under the former DG2 serviceability indicator, there are a number of allowable 

exclusions for this PC. The aim of these exclusions is to exclude properties which 

receive low pressure due to a one-off event and would not ordinarily receive pressure 

below the reference level. We have not applied any additional exceptions to these 

standard ones.  

We will adopt the industry standard definition for this PC, which is consistent with the 

former DG2 serviceability indicator, so that our performance on this PC can be easily 

compared against other water companies. This means we will be measuring the 

number of properties that have received, and are likely to continue to receive, 

pressure below the reference level.  

We will adopt the industry standard definition of the reference level, which is a flow of 

9l/min at a pressure of 10m head on the customer’s side of the main stop tap (mst), 

for a single property. 

PC level for PR19 
 

The chart below summarises the comparative information on this PC. We are at the 

upper quartile and commit to maintaining this performance – 0.5 – for 2020 to 2025 

as well. 
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Our PC levels are shown in the table below. We have committed to achieving the 
same performance in each year, so we need to maintain our upper quartile 
performance throughout the whole period.  

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Low pressure – 
number of properties 
below minimum 
standard of pressure 
(per 10,000 
connections) 

0.5 0.5 0.5 0.5 0.5 

 

Our long-term aim for PC levels in the future is shown in App1. We expect to 
maintain our current level of performance as this is an asset health PC. 

 

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA in this case, as this is an asset 
health PC and we are intending to maintain our performance.  

Comparative information  We reviewed the comparative information available, which 
shows that we are an UQ company and have been for the last 
few years.   

Historical information  Our historical performance has been relatively stable for the 
last few years.  

Minimum level of 
improvement  

Based on our historical performance, our minimum level of 
improvement would be to remain stable.  

Maximum possible level The maximum possible level would be zero. This would 
however require material investments and would lead to 
substantial bill increases.    

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 
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Overall, we have decided to set our PC level to maintain our UQ performance. We 

believe we can achieve this level of improvement but there is a risk that, with the 

introduction of the SMART leakage networks and improved pressure loggers, we 

may gain an improved understanding of pressures across our network which may 

highlight further areas of low pressure.  This means we may have to carry out 

additional activity during 2020-25 to address any newly identified low pressure 

properties. 

ODIs 

We will apply financial ODIs to this PC, as although it is an asset health PC, it does 

have a more direct impact on customers than some of the other asset health PCs. 

These ODIs will be in-period, as we recognise that this is generally a more 

transparent approach and makes the ODIs more powerful, and they will be revenue 

based.  

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/property per 10,000 

connections) 

Underperformance payment 
(£/property per 10,000 

connections) 

Low pressure – number of 

properties below minimum 

standard of pressure (per 

10,000 connections) 

£75,377 £85,361 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our PR14 

customer research, weighted by the number of households and non-

households in our region. Our PR14 customer research allowed us to 

calculate the valuation for taking one property off the register, and this is what 

we have used as our marginal valuation.    

 Underperformance payment. We have applied the Ofwat formula to 

calculate the underperformance payment. This means that the 

underperformance payment is calculated as the marginal benefit minus 50% 

of the marginal cost. The marginal valuation is the same as that used in our 

outperformance payment, and we have also used our estimate of marginal 

costs. The marginal cost is calculated as our annualised cost of taking an 

average property off the register.  
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A.25 Greenhouse gas emissions  

Short definition  

The amount of operational Greenhouse gas emissions we produce per megalitre of 

treated water. 

Long definition  

Measurement Description 

Measuring units KgCO2 per Ml of treated water 

Necessary detail on units Measured to 1 decimal place 

Frequency of PC measurement Annual 

Use of averaging No 

 

To calculate our operational carbon footprint we use the carbon accounting workbook 

(CAW), which is managed by UKWIR and developed by Ricardo Energy and 

Environment.  The workbook is used by all water utilities and therefore provides a 

consistent and robust form of reporting.  The workbook is updated on an annual 

basis with the primary purpose of capturing the latest emission factors.  The annual 

update also allows for any evolution in the tool’s reporting capabilities and ensures it 

remains appropriate in line with the current regulatory structure.  The outputs of the 

tool are used within our annual performance reporting, whilst also shared with 

Discover Water. 

The most recent workbook issued (CAWv12) is for 2017/18 period.  Moving forward 

our intention is to retain this level of reporting mechanism to ensure our performance 

remains comparable with other water companies in the industry.  Each year the CAW 

is rigorously assured to ensure data entered is correct and appropriate for use, whilst 

also reviewing consistently from year to year. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

This performance commitment includes the carbon that we emit indirectly by using 

electricity, and any carbon that is more directly emitted by us. To do this, we will 

record how much electricity we use in our operations each year, and how much 

carbon dioxide is reported by our electricity supplier as having been emitted for that 

amount of electricity. We will in addition record how much carbon dioxide we more 

directly emit, for example the amount of carbon dioxide that is emitted by our field 

operations vehicles. Our carbon reporting is all audited by an independent company 

(Jacob’s) to validate the calculations used.  

In particular, our carbon emission calculations include the following data sources: 

 RA3 & 4 document -  for water delivered, average pumping head, population 
and Billed property figures;  

 GAC figures (treatment site chemical); 
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 sludge (water treatment work waste); 

 employee, company car and pool car mileage; 

 other SEW travel (Planes, trains, ferry’s etc.); 

 energy and natural gas figures; 

 contractor transport figures; 

 SEW chemical usage; 

 Ozone (Chemical used in water treatment sites); 

 refrigerants (Air con); and  

 all municipal waste and recycling within SEW. 
 

PC level for PR19 

We have spoken to a range of carbon experts (including the Carbon Trust), as 

requested by our CCG. Following these discussions, we amended our PC levels from 

250 kgC02 in 2024/25 to 58 kgC02 by 2024/25. This amounts to a reduction of 80% 

from current levels. Our PC levels are shown in the graph below. 

 

The table below shows our PC levels for each year of 2020 to 2025. We will improve 

our performance throughout the period so that we can achieve our ambition of 57.6 

KgCO2 per megalitre of treated water by 2024/25. 

PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Greenhouse gas 
emissions - KgCO2 
emissions per megalitre 
of treated water 

144.5 114.8 91.2 72.5 57.6 

 

Furthermore, following discussions with the CCG we have decided to publish a range 

of supplementary metrics as part of our ‘responsible business KPIs’ that highlight our 
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energy mix and also include information about our energy efficiency, and the impact 

of our land acting as a carbon sink. We propose that these additional metrics could 

be potential new PCs for PR24. Our long-term ambition will be to move towards using 

more renewable energy directly, and becoming more self-sufficient in our energy use.  

Our long-term aim for PC levels in the future is shown in App1. We have reported a 

long-term aim of remaining at 57.6 KgCO2 emissions per megalitre of treated water 

for each year between 2024/25 and 2039/40. In practice, we will look for ways to 

explore the use of renewable energy sources so that we can work towards becoming 

self-sufficient in our energy use and carbon neutral.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA on our initial level of 250 kgC02 per megalitre of 
treated water, and this was cost-beneficial. The results showed that the 
level of 250 kgC02 per megalitre of treated water was net-beneficial at 
around £2m per year. Our new PC level goes far beyond the levels we 
showed customers so we don’t think that we can meaningfully extrapolate 
the quantitative valuations. However, our customer research did show in 
general that our customers support carbon reductions.  

Comparative 
information  

We have reviewed comparative information, which shows that we are 
currently behind the UQ. It is challenging to forecast the 2020-25 UQ in this 
case, as water companies’ future emissions will be materially affected by 
the extent to which the grid decarbonises. However, it is our ambition to 
substantially reduce our carbon emissions and be a UQ performer.   

Historical 
information  

Our historical information shows that we have reduced our greenhouse gas 
emissions over time.  

Minimum level 
of 
improvement  

Based on our historical information and the improvements that we have 
delivered in the past, our minimum level of improvement should be 9% a 
year. Our PC level will require us to deliver annual average improvements 
of 20% a year, which is more than double the scale of improvements we 
have previously made.   

Maximum 
possible level 

The maximum possible level is zero. This would not be possible unless we 
were to invest materially in renewable energy sources. While we may 
commit to that over the longer term, it will not be possible for us to commit 
to that during 2020 to 2025, and maintain stable bills.   

Expert 
judgement  

We have spoken to a range of experts and stakeholders, including the 
Carbon Trust, and we have ultimately set our PC level in-line with their 
view of what a stretching target would be for us.  

 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. This is an in-period PC and therefore we will report on it 

annually. We had initially chosen to apply financial ODIs to this PC, but following 

discussions with our CCG we have set even more stretching PCs than originally 
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proposed. It is appropriate to set non-financial ODIs in this case, as we have now 

agreed to a very stretching level of performance, and there is more uncertainty 

around whether it will be possible for us to achieve that.  
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A.26 Water Industry National Environment Programme 

Short definition  

We will deliver all elements of work that are required under the Water Industry 

National Environment Programme (WINEP). 

Long definition  

We will measure our performance by ensuring that all elements of our 2020 to 2025 

WINEP are delivered to agreed scopes and to final statutory deadlines. 

Our headline PC on this will be a commitment to meet he deadlines of each element 

of the WINEP, which we will report annually to the E.A. We will report annually on our 

progress of each work package and whether it has been delivered to agreed scopes 

and final statutory deadlines. These annual updates will form sub-metrics of this PC.  

Each scheme has specific legislative drivers, deliverables and deadlines. The 

progress of projects will be monitored through regular dialogue and meetings with our 

Environmental Regulators. Annual reporting directly to Regulators and through our 

Performance, People and Planet report will also provide wider transparency of our 

performance. 

Full details of the elements of our 2020 to 2025 WINEP is included in Appendix 10 

Environmental resilience. 

We will define scope and agree with the Environment Agency. 

Measurement Description 

Measuring units This is a binary measure of delivery / no delivery. 

Necessary detail on unit  No 

Frequency of PC measurement End of period for headline PC, and annual progress for 
each sub-metric on each scheme 

Use of averaging No 

 

PC aligns with the requirements of DEFRA 25 year Environment Plan and the 

requirements of WISER. 

WINEP is a statutory programme developed by the Environment Agency and Natural 

England and approved by DEFRA. WISER provides Water Companies with clear 

guidance on how these projects should be scoped and delivered. Our alignment with 

the requirements of WISER are contained in A.10 of Appendix 10 Environmental 

Resilience. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 
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Our WINEP has a total of 65 schemes covering Biodiversity, Invasive Non Native 

Species, Surface and Groundwater Catchment Management and Restoring 

Sustainable Abstractions. 

For the avoidance of doubt, this PC is part of our Environmental Resilience Strategy, 

in part working towards the environmental resilience outcomes of: 

 Clean and plentiful water 

 Using resource more sustainably and efficiently whilst minimising waste. 
 Protecting wildlife and increasing biodiversity 

 

PC level for PR19 

In-line with our statutory obligations, we commit to completing the WINEP 

programme by the end of 2020 to 2025. As this is an end of period target, we have 

not set PC levels for the intermediate years.  

PC  2020/21 2021/22 2022/23 2023/24 2024/25 

Commitment to deliver 

WINEP 

N/A N/A N/A N/A Completed 

 

Our long-term aim for PC levels in the future is shown in App1. As this is a statutory 

programme and it is an end of period target, our aim will be to complete any required 

work at the end of each five year period. We have therefore reported long-term aims 

of ‘Completed’ at the end of each five years, and not reported long-term aims for the 

intermediate years.  

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We have not carried out a CBA as we have a statutory 
obligation to deliver WINEP. 

Comparative information  Comparative information is not relevant for this PC, as our 
requirements are specific to our region.  

Historical information  Historical information is not relevant to this PC, as our 
requirements change over time.  

Minimum level of 
improvement  

As we do not have any historical information, we cannot 
calculate a minimum level of improvement.  

Maximum possible level The maximum possible level is to deliver the level of 
improvements as required.  

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 
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This PC is in-line with our obligations under WINEP. Our WINEP programme is a 

significant increase over the next five years, when compared to our programme for 

2015 to 2020.  The deadlines that are required to be achieved are also very 

challenging for the first two years of the programme. 

We are also aware that the technical resource (hydrogeological perspective) required 

to deliver this programme will likely be considerably strained due to the size of the 

industry’s WINEP programmes and therefore we will need to design new delivery 

mechanisms and partnership working to ensure we tap into the expertise needed. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. As explained in section 3.1, this is an end of period PC and 

therefore we will report on our performance at the end of the period only. Ofwat 

expects that companies will only apply financial ODIs to WINEP to reflect any 

uncertainty in the scale of the investment programme. As there is no uncertainty in 

the scale of our programme, it is not necessary for us to apply any financial ODIs.   

  



 PR19 Supporting Appendix 2, Performance Commitments and Outcome Delivery Incentives | 3 

September 2018 
 

 
 

  

Not confidential | Author: Oliver Martin | Last saved: 07/09/18 

File name: Appendix 2 Performance commitments and outcome delivery incentives WEB UPDATE 070918  Page 165 of 189 
 

 

  
 

A.27 Number of hectares of land enhanced to improve biodiversity 

Short definition  

The number of hectares of company land which we have proactively managed and 

monitored to produce a net gain in biodiversity/wildlife through active conservation 

work. 

Long definition  

Our target areas will be defined by us and agreed with Natural England. 

Measurement Description 

Measuring units Hectares of company land  

Necessary detail on units Target area to be identified by us and agreed with Natural 
England, and measured to 1 decimal point. 

Frequency of PC measurement By 2025 

Use of averaging No 

 

Measure aligns with the requirements of DEFRA 25 year Environment Plan and the 

requirements of WISER. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

Our supply area is unusually rich in biological diversity, cultural heritage and 

protected landscapes. We operate in an area which is the most wooded in England, 

and, has a climate which makes it more suitable to a variety of rare and protected 

species and habitats. 

As a company, we own and manage large areas of catchment land. We own this land 

to ensure that the quality and quantity of the groundwater beneath this land is 

protected. This proactive management is not new; it is something that we have done 

for decades. A secondary effect of protecting our groundwater catchments is that 

these areas now have rare and protected habitats and species associated with them.  

The aim of this measure is to ensure that we survey our company landholdings to 

understand their current biodiversity value, and, proactively work to ensure that 

where possible we actively manage them to provide a net biodiversity gain. 

For this performance commitment, we will measure the number of hectares of 

company land which we have proactively managed and monitored to produce a net 

gain in biodiversity/wildlife through active conservation work. Biodiversity gains will be 

demonstrated though five year site management plans, monitoring and proactive 

conservation activities, as agreed with Natural England.  

For the avoidance of doubt, this measure is part of our Environmental Resilience 

Strategy, in part working towards the environmental resilience outcomes of: 
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 Protecting wildlife and increasing biodiversity 

 Safeguarding heritage and enhancing the natural beauty of our supply area. 

 Enhancing biosecurity 
 

The full definition of how we will measure this can be found in Appendix 10 

Environmental Resilience. 

PC level for PR19 

This is a new innovative measure, and so we do not have any comparative or 

historical data on it. We have based our PC levels on what our customers told us in 

our online Attribute Valuation tool research. In this research, customers were able to 

pick possible service levels, having been shown a slider with various service levels 

and the associated bill levels. We have based our PC in-line with those customers’ 

views, which is summarised in the table below. 

The table below shows our PC levels for each year of 2020 to 2025. As this is an end 

of period commitment, we have not set PC levels for intermediate years within the 

period. 

PC – number of 
hectares 

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

The number of 

hectares of company 

land which we have 

proactively managed 

and monitored to 

produce a net gain in 

biodiversity/wildlife 

through active 

conservation work 

N/A N/A N/A N/A 1,460 

 

Our long-term aim for PC levels in the future is shown in App1. As this is an end of 

period target, we have set long-term aims for the end of each five year period and 

have not set intermediate aims for the other years. Our expert view is that we can 

deliver 1,822 hectares by 2039/40, which we have set as our long-term aim. We have 

spread the improvement from 1,460 hectares to 1,822 hectares between 2024/25 

and 2039/40. 

Commentary on why this level is stretching  
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We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as 
explained in section 2.1. Our estimated costs to go from 1,166 
hectares to 1,460 hectares are around £300,000 per year on an 
annualised basis. This is our best estimate of our costs, taking 
into account any potential efficiencies. The estimated benefit of 
this improvement in performance is around £3.5m per year. 
These benefits are a combined valuation of the household and 
non-household valuations, where the household valuation is a 
triangulated valuation across the WTP survey and the results 
from the Attribute Valuation research. More detail on our 
triangulation approach is included in Annex B. 
The results of this CBA cross-check are that the level of 
improvement is cost-beneficial, with a positive net benefit of 
around £3.1m per year. 

Comparative information  There is no comparative information for this PC.  

Historical information  As this is a new PC, we do not have any historical information.  

Minimum level of 
improvement  

As we do not have any historical information, we cannot 
calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be the total amount of 
hectares in our region. It is not feasible for us to achieve this in 
one five year period.    

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

We have set our PC level based on the results from our innovative tool and therefore 

our plans are in-line with what our customers want. In the innovative online tool, 

household customers were shown the bill impacts of various possible levels of service, 

and were asked to choose which service/bill combination they preferred. The average 

position selected was about halfway between the best and worst possible levels that 

were shown in the research, which was an improvement of an extra 1,457 hectares. 

Our updated figures for the likely range of possible levels of improvement has since 

been updated, but 1,457 hectares of improvement remains about halfway between this 

range. We have therefore assumed that, had customers been shown this updated 

range with the same bill impacts, they would have still selected around 1,457 hectares. 

In the remainder of this section, we summarise our expert judgement and explain why 

this level is stretching. We note that we have also discussed this target with our CCG. 

We have proactively managed our landholdings for biodiversity for many years and 

as a result are starting from a strong performance level. Any biodiversity net gain is a 

challenge for us as we are starting from an excellent level of performance. 

Our target means that by 2025 we would have increased the percentage of hectares 

of company land which we have proactively managed and monitored to both protect 
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wildlife, and produce a net gain in biodiversity from 54% to 67% - an increase of 

25%.  

This target means that we have to ensure we operate 67% of our sites to protect 

wildlife and where possible to provide an environmental net gain. This is challenging 

and will be delivered through monitoring, active management and partnership work to 

demonstrate biodiversity value with Natural England. 

ODIs 

We will apply financial ODIs to this PC, as this is an important area for our 

customers. As explained in section 3.1 this will be an end of period PC, and therefore 

we will report on our performance at the end of the period only.   

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/hectare) 

Underperformance payment 
(£/hectare) 

The number of hectares of 

company land which we 

have proactively managed 

and monitored to produce 

a net gain in 

biodiversity/wildlife through 

active conservation work 

£5,935 £11,303 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  

 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1: 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the unit rate is the difference between our current level and our 

2024/25 PC level.  

 Underperformance payment. We have applied the Ofwat formula to 

calculate the underperformance payment. This means that out 

underperformance payment is calculated as our marginal valuation minus 50% 

of the marginal cost. The marginal valuation is the same as that used in our 
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outperformance payment, and we have also used our estimate of marginal 

costs. The marginal cost is calculated as our best estimate of the annualised 

costs of delivering our PC levels divided by the service level change we have 

committed to delivering.  
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A.28 Engaging and working with landowners and land managers to improve 

catchment resilience related to raw water quality deterioration  

Short definition  

The number of hectares of land privately owned/managed that has benefited from 

improved catchment management through active engagement with us. Our measure 

will only include the land that has been identified as being at risk from raw water 

quality deterioration. 

Long definition  

Our commitments under our WINEP will not go far enough to provide the future 

environmental resilience needed in our catchments. This performance commitment 

focuses on an enhanced level of catchment management work to maintain current 

resilience levels whilst addressing broader risks and pressures placed upon our raw 

water sources.   

The primary objective of this performance commitment is to create more naturally 

resilient catchments. This will be done by targeting and remedying land manager 

behaviour which has the capacity to cause deterioration to raw water quality, quantity 

and associated biodiversity.  

Our primary focus will be the arable components of surface and groundwater 

catchments. These catchments have been identified as being at risk of raw water 

deterioration through our catchment investigations during this planning period. 

The first step in our measurement process will be to identify the land within our 

region that is at risk of raw water deterioration. In particular, the primary focus will be 

on key surface and groundwater catchments where raw water deterioration is evident 

from our work during the planning period. We will agree this definition with the 

Environment Agency.  

We will then count up the total amount of land within the defined risk area (in 

hectares) owned or managed by land owners or managers that we have actively 

engaged on how to improve catchment management.  

We provide an example of this below. In this example, a land manager operates 

three land areas: A; B; and C. If land area A is identified and agreed with the 

Environment Agency as being at risk, then this could potentially be included in our 

measure. If land areas B and C are not identified as being at risk, then they would not 

be included in our measure. If we engage with this land owner during 2020 to 2025, 

then the total number of hectares included in land area A would be included in our 

measure. 

Example of measurement of land at risk: 
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Measurement Description 

Measuring units Hectares of land  

Necessary detail on units Including only hectares of land at risk of raw water 
decline as defined by us and agreed with the 
Environment Agency, and measured to 1 decimal point  

Frequency of PC measurement By 2025 

Use of averaging No 

 

Measure aligns with the requirements of DEFRA 25 year Environment Plan and the 

requirements of WISER. 

The number of hectares owned or managed by land owners / managers that have 

been actively engaged on how to improve catchment management. Our measure will 

only include the land that has been identified as being at risk of contributing to raw 

water quality deterioration.  

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

The aim of this measure will be to create naturally resilient catchments by targeting 

and remedying land manager behaviour which has the capacity to cause 

deterioration in raw water quality, quantity and associated biodiversity. The primary 

focus will be key surface and groundwater catchments where raw water deterioration 

is evident from our work during the planning period.  

We will work with landowners in these at risk areas to alter land management 

behaviour, in turn working to improve the environmental resilience of our catchments 

(improve resilience in raw water quality, quantity and associated biodiversity). 

Successful engagement measures will be land managers that take up one or more of 

the following over the five year period: 

 Farm site audit, water efficiency and advice package 

 Training package (e.g. on pesticide application) 

 Pesticide calibration test 

 Take up a biodiversity package 

A

B

C
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 Involvement in crop trials/other trials to improve water quantity or quality 

 Provided a payment to use alternative pesticides/products 

 Payments of Ecosystem Services 

 Provided a capital payment to improve farm infrastructure 
 Other engagement measures developed within the planning period and 

agreed with the Environment Agency 

 

If a land manager takes up one or more of these engagement measures, the total 

amount of land that they manage (and which is identified as being at risk), will be 

included in our measurement.  

For the avoidance of doubt, this measure is part of our Environmental Resilience 

Strategy, in part working towards the environmental resilience outcomes of: 

 Clean and plentiful water 

 Protecting wildlife and increasing biodiversity 

 Using resources more sustainably and efficiently whilst minimising waste. 
 

PC level for PR19 

This is a new innovative measure, and so we do not have any comparative or 

historical data on it. We have based our PC levels on what our customers told us in 

our online attribute valuation research. In this research, customers were able to pick 

possible service levels, having been shown a slider with various service levels and 

the associated bill levels. We have based our PC in-line with those customers’ views, 

which is summarised in the table below. 

The table below shows our PC levels for each year of 2020 to 2025. As this is an end 

of period commitment, we have not set PC levels for intermediate years within the 

period. 

PC – number of 
hectares 

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

The number of 

hectares of land 

privately 

owned/managed that 

has benefited from 

improved catchment 

management through 

active engagement  

N/A N/A N/A N/A 14,217 
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Our long-term aim for PC levels in the future is shown in App1. As this is an end of 

period target, we have set long-term aims for the end of each five year period and 

have not set intermediate aims for the other years. Our expert view is that we can 

deliver 20,499 hectares by 2039/40, which we have set as our long-term aim. We 

have spread the improvement from 14,217 hectares to 20,499 hectares between 

2024/25 and 2039/40. 

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA We carried out a CBA cross-check following the approach as 
explained in section 2.1. Our estimated costs to go from 9,676 
hectares to 14,217 hectares are around £1m per year on an 
annualised basis. This is our best estimate of our costs, taking 
into account any potential efficiencies. The estimated benefit of 
this improvement in performance is around £4m per year. 
These benefits are a combined valuation of the household and 
non-household valuations, where the household valuation is a 
triangulated valuation across the WTP survey and the results 
from the Attribute Valuation research. More detail on our 
triangulation approach is included in Annex B. 
The results of this CBA cross-check are that the level of 
improvement is cost-beneficial, with a positive net benefit of 
around £3m per year. 

Comparative information  There is no comparative information for this PC.  

Historical information  As this is a new PC, we do not have any historical information.  

Minimum level of 
improvement  

As we do not have any historical information, we cannot 
calculate a minimum level of improvement.  

Maximum possible level The maximum possible level would be the total amount of 
hectares in our region. It is not feasible for us to achieve this in 
one five year period.    

Expert judgement  We provide more detail on our expert view below, and we have 
factored this into how we have set our PC level. 

 

We have set our PC level based on the results from our innovative tool and therefore 

our plans are in-line with what our customers want. In the innovative online tool, 

household customers were shown the bill impacts of various possible levels of 

service, and were asked to choose which service/bill combination they preferred. The 

average position selected amounted to an improvement of 42%, relative to the 

baseline that was shown. We have applied that percentage of improvement to 

updated figures for possible service levels for working with landowners, and this 

amounts to 14,217 hectares of farmland included in partnership working.  In the 

remainder of this section, we summarise our expert judgement and explain why this 

level is stretching. We note that we have also discussed this target with our CCG. 
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Our target means that by 2025 we would have increased the percentage of 

landowners engaged with from 28% to 42% - an increase of 48% in the number of 

hectares. 

As a water company we do not have any powers or legislation to encourage 

landowners to change their behaviour. The behavioural changes we need are 

connected to how they manage their land, use chemicals and water and its impact on 

raw water quality and quantity.  This behavioural change will need to be delivered 

through positive and active engagement, (a carrot rather than stick approach).  

Drawing on experience from our partnership with Natural England over the last three 

years we have proved that positive relationships can be developed with landowners. 

Advice from this collaboration has been that a 10% engagement level, over five years 

is achievable but anything above this is ambitious.  

Our target of 42 per cent is challenging as we will be delivering our work across a 

wider area and greater number of catchment measures. We need to deliver our 

extended work, whilst at the same time nurturing and maintaining our good 

relationships that we have already made. 

This target will also need to be delivered at a time of uncertainty for farmers with 

potential legislative and government changes as result of agricultural reform and 

uncertainty over the profitability of their farming business. 

ODIs 

We will apply financial ODIs to this PC, as this is an important area for our 

customers. As explained in section 3.1 this will be an end of period PC, and therefore 

we will report on our performance at the end of the period only.   

We summarise the ODIs in the table below.  

ODIs Outperformance payment 
(£/hectare) 

Underperformance payment 
(£/hectare) 

The number of hectares of 

land privately 

owned/managed that has 

benefited from improved 

catchment management 

through active 

engagement  

£438 £764 

 

These ODIs are based on an application of the Ofwat formulas, as we explain below.  
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 Outperformance payment. We have applied the Ofwat formula to calculate 

the outperformance payment and therefore our ODIs are based directly on our 

customers’ views. This means that out outperformance payment is calculated 

as 50% of our marginal valuation. Our marginal valuation is based on a 

combination of household and non-household valuations from our customer 

research, weighted by the number of households and non-households in our 

region. Further details on our customer research can be found in Appendix 1: 

Engagement. The household valuation is a combination of the results from our 

WTP survey and our Attribute Valuation online tool, using our triangulation 

approach, as explained in Annex B. The service level change used to 

calculate the unit rate is the difference between our current level and our 

2024/25 PC level.  

 Underperformance payment. We have applied the Ofwat formula to 

calculate the underperformance payment. This means that out 

underperformance payment is calculated as our marginal valuation minus 50% 

of the marginal cost. The marginal valuation is the same as that used in our 

outperformance payment, and we have also used our estimate of marginal 

costs. The marginal cost is calculated as our best estimate of the annualised 

costs of delivering our PC levels divided by the service level change we have 

committed to delivering.  
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A.29 Bespoke Abstraction Incentive Mechanism (AIM) 

 

Short definition  

We will apply a bespoke AIM measure to three groundwater abstraction sites. We will 
measure the level of abstraction and when trigger levels (for low flow) are reached, 
we will commit to reducing abstraction at those sites.  
 

Long definition  

We will apply the AIM methodology to three groundwater abstraction sites. : 

 Itchel 

 Charing 

 Kingston 
 

This means we will measure abstraction carefully at these sites, and when trigger 
levels are breached, abstraction will be reduced to baseline output rates and other 
sources will be utilised to rest the most vulnerable environmental habitats and 
provide a direct benefit to the headwaters of chalk streams during periods of low 
flows. 
Measurement Description 

Measuring units Ml (megalitre) of water 

Necessary detail on units As above 

Frequency of PC measurement Annual 

Use of averaging No 

 

This PC aligns with the requirements of DEFRA 25 year Environment Plan and the 

requirements of WISER. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

The objective of AIM is to reduce the environmental impact of abstracting water at 

environmentally sensitive sites during defined periods of low surface water flows. We 

abstract predominately from groundwater sources, which can impact on river base 

flows at certain times of the year. In many cases groundwater-surface water 

interactions are complex and difficult to measure, therefore bespoke AIM sites will be 

related river flows and groundwater levels where there is a known or proven 

environmental impact. Reductions to abstraction will be made at critical periods when 

the trigger is breached to provide an environmental benefit when it is needed.  

Three AIM sites have been chosen, based on investigation outcomes from our 

Restoring Sustainable Abstraction (RSA) programme. AIM at these sites is expected 

to deliver targeted benefits to the environment at critical dry / low flow periods.  

Abstraction at Itchel has been proven to exacerbate drying of the Itchel Pond and 

Itchel Brook. A 2015 to 2020 investigation has identified localised groundwater trigger 
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levels associated to the drying out of the upper reaches of the brook, impacting on 

ephemeral species / macro-invertebrate taxa. These levels will be used as a trigger 

for this bespoke AIM site to reduce abstraction at critical drying periods.  

Charing is a greensand abstraction in the headwaters of the Upper Great Stour. 

Observed: Expected Lotic-Invertebrate Index for Flow Evaluation (LIFE) scores have 

occasionally dropped below threshold in drought years. Macro-invertebrate 

monitoring sites downstream are not flow stressed. The area is environmentally 

sensitive and there is a stronghold of native crayfish in the upper catchment. Local 

triggers will be developed for this bespoke AIM site to improve environmental 

resilience at critical periods.  

Kingston is a chalk groundwater abstraction in the Little Stour catchment. Two other 

water companies also abstract from the same groundwater catchment. A joint 2010 

to 2015 RSA investigation found that the environmental impact was not sufficient 

enough to justify a cost-beneficial scheme under the programme, however, river 

habitat improvements are being delivered in 2015 to 2020. Kingston is currently an 

AIM site, however, the trigger site is located 6km from the abstraction, and local 

triggers will be developed for this bespoke AIM site to measure environmental 

resilience. 

This PC is part of our Environmental Resilience Strategy, in part working towards the 

environmental resilience outcomes of: 

• Clean and plentiful water 

• Using resource more sustainably and efficiently whilst minimising waste. 

• Protecting wildlife and increasing biodiversity 

PC level for PR19 

We have three AIM sites for 2020 to 2025. We have set the baselines in-line with 

Ofwat’s guidelines for AIM. We summarise this in the table below. 

AIM Site Baseline (Ml/day) WRMP19 Deliverable Output 
(Ml/day) 

Kingston 6.0 8.0 

Charing 3.3 3.6 

Itchel 2.5 3.0 

 

The table below summarises our PC levels of each site and for each year. We will commit to 

stable performance throughout the period. 
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PC levels  2020/21 2021/22 2022/23 2023/24 2024/25 

Bespoke Abstraction 
Incentive Mechanism 
(AIM) - Kingston 

0 0 0 0 0 

Bespoke Abstraction 
Incentive Mechanism 
(AIM) - Charing 

0 0 0 0 0 

Bespoke Abstraction 
Incentive Mechanism 
(AIM) - Itchel 

0 0 0 0 0 

 

We have not provided long-term aims for this PC, as it depends on our future 

assessment of the environmental risk areas. We will aim to maintain some form of 

AIM that works best to deliver environmental protection in our area.   

Commentary on why this level is stretching  

We have not used the six approaches to set the PC levels for AIM, as there is a 

separate methodology for AIM that defines which sites this should be applied to and 

therefore it is not appropriate to apply a strict stretching test on this ODI.   

ODIs 

We will apply in-period financial ODIs to this PC to be consistent with the Ofwat 

methodology. The ODIs will be underperformance payments only, as we do not feel it 

is appropriate for us to receive outperformance payments for this environmental PC. 

We summarise the ODIs in the table below. The same ODIs will apply for each of our 

three sites.  

ODIs Outperformance payment 
(£/Ml) 

Underperformance payment 
(£/Ml) 

AIM 
N/A £530 

 

We explain how we have calculated the ODIs below.  

 Underperformance payment. The AIM sites are cheaper to operate than 

our alternative sources, so we have based our underperformance payment 

on the cost at the AIM sites. We have used the cost at our most expensive 

AIM site and applied a multiple of two to set the underperformance 

payment.   
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A.30 Engaging and working with abstractors to improve catchment resilience to low 

flows 

Short definition  

We will measure the percentage of relevant abstractors in high risk areas that have 

been engaged with to encourage a reduction in water use. We will run this as a pilot 

performance commitment in two specific locations. 

Long definition  

The PC will be measured as the percentage of relevant abstractors that have been 

engaged with.  We will agree the list of relevant abstractors with the Environment 

Agency. 

We will also monitor mean river residual flows, as defined by us and agreed by the 

Environment Agency. This additional measurement will help us to assess the 

success of this project, and whether we will extend its scope for the next period. 

Measurement Description 

Measuring units Percentage of relevant abstractors engaged 
with 

Necessary detail on units Measured to 0 decimal places 

Frequency of PC measurement By 2025 

Use of averaging No 

 

Water companies account for c20% of the water abstracted from the environment 

and therefore we believe that a holistic view of the water environment is needed by 

companies to ensure that best value supply/demand solutions are implemented for 

customers. 

There are no mitigations or exceptions that apply to the measurement of this 

bespoke performance commitment. 

In PR19 we want to introduce a pilot PC to aim at this very issue and look at how we 

can work with other abstractors of water to encourage them to be more water 

efficient in their practices and processes, as there is no strong incentive for 

abstractors to do this currently. 

If successful, this measure has the capacity to create naturally resilient catchments 

by targeting and reducing water use by other abstractors that is impacting surface 

water flows, and may therefore result in more water available for use by water 

companies which could lead to a reduction or delay in the need for traditional supply-

side solutions benefiting customers and the environment. 

This performance commitment is a pilot and is in response to the feedback that we 

have received through our engagement process, and in response to 

recommendations from members of our EFG. Low flow issues within many of our 
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rivers is of concern to these stakeholders, it is also felt that the current focus related 

to water company abstractors needs to be widened to cover all abstractors. It has 

been suggested that by working with other abstractors in our catchments, wider 

benefits to river flows might be achievable. The purpose of this pilot performance 

commitment is to test this theory in the field.  

We have chosen two rivers for this pilot performance commitment, the River 

Cuckmere and the Little Stour. 

The River Cuckmere is known to suffer from low summer flows, the reason for this is 

unknown and not associated with any drinking water abstraction. Reductions in 

summer mean residual flow has occurred over the last ten years; theoretically any 

reductions in water use by other abstractors in this catchment could lead to an 

improvement in summer river flow and the resilience of this catchment. Furthermore, 

such improvements would lead to a more resilient abstraction for us as our 

abstraction is down stream of the low flow issues. 

Similarly, the Little Stour has a good historic baseline enabling improvements to be 

quantified. The Little Stour is a winterbourne and can also suffer from summer low 

flows. Three water companies abstract groundwater from this surface water 

catchment, abstraction from the Chalk aquifer can also impact base flow to the river. 

Our PC will measure the percentage of relevant abstractors that we have engaged 

with on water reduction. Successful engagement with abstractors, within the defined 

risk area, will be those that take up one of the following over the five years: 

 Water efficiency audit & advice package 

 Training package (related to water efficiency, water application, sustainable 

water use) 

 Calibration tests (related to irrigation, pumps etc) 

 Involvement in crop trials/other trials to improve knowledge in water demand 

management/water efficiency/water harvesting and storage 

 Provided a payment to use alternatives to reduce water demand or to fix water 

leakage 

 Provided a payment for Ecosystem Services to improve farm infrastructure (to 

provide resilience by storing water on the farm, investment in grey water/reuse 

systems, measure actual abstraction and impact on flows, farm improvement to 

slow water flow and improve recharge). 
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If other engagement measures are developed they will be agreed with the 

Environment Agency and the company’s Environmental Focus Group before 

inclusion in the list above. 

If successful, this measure has the capacity to create naturally resilient catchments 

by targeting and remedying land manager behaviour that is impacting surface water 

flows.  

For the avoidance of doubt, this PC aligns with the requirements of DEFRA 25 year 

Environment Plan and the requirements of WISER and is part of our Environmental 

Resilience Strategy, in part working towards the environmental resilience outcomes 

of: 

 Clean and plentiful water 

 Using resource more sustainably and efficiently whilst minimising waste. 

 Protecting wildlife and increasing biodiversity 

PC level for PR19 

Our PC levels for 2020 to 2025 are summarised in the table below. As this is an end 

of period target, we have not set targets for the intermediate years. 

PC  2020/21 2021/22 2022/23 2023/24 2024/25 

% of abstractors 

engaged with to 

improve catchment 

resilience to low flows 

N/A N/A N/A N/A 20% 

 

We have not provided long-term aims for this PC, as it is a pilot PC for 2020 to 2025 

only.    

Commentary on why this level is stretching  

We summarise in the table below the approaches that we have used to set the PC 

and how this is stretching.   

Approach  Commentary  

CBA It is not possible to carry out a CBA for this PC. This is because 
this is a pilot PC and part of our aim of introducing this is to 
investigate the impact of engaging with abstractors on the 
catchment. Due to our work on this in 2020 to 2025, we should 
be able to carry out a CBA in future on this PC.  

Comparative information  There is no comparative information available on this PC.  

Historical information  As this is a new PC, we do not have any historical information 
available.  

Minimum level of As we do not have any historical information, we have not been 
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improvement  able to calculate a minimum level of improvement.  

Maximum possible level The maximum possible level is 100%. We do not think that this 
is realistic in 2015 to 2020, as we have a 28% engagement 
level with landowners, and we do not even that is realistic with 
abstractors, as they have less incentive to engage with us.  

Expert judgement  We have based our PC level on our expert judgement which 
we explain below. 

 

Overall, we have set our PC level based on our expert judgement and in agreement 

with our CCG and Environmental Focus Group. We do not have comparative 

information available for this PC, as it is a new innovative PC and we have limited 

historical information. We know that we have achieved a 28% engagement level with 

landowners over a five year period – we propose to set our target here lower, as we 

believe that it will be more challenging to engage with abstractors, as they have less 

incentive to engage with us. This type of measure and activity has not been tried 

before and we do not have any powers or legislation that would otherwise help us to 

engage with other abstractors of water. 

We are therefore looking to take our best practice approach to engaging with 

landowners who use our water supply, and applying the techniques to other water 

users.  This will require us to build new relationships with these abstractors and 

encourage them to change their behaviours to improve the water environment. 

ODIs 

We will apply non-financial ODIs in this case, and report our performance as per our 

explanation in section 4. As explained in section 3.1, this is an end of period PC and 

therefore we will report on our performance at the end of the period only. We have 

applied non-financial ODIs in this case as this is a pilot PC and there is uncertainty 

around potential future performance.  
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Annex B Triangulation approach  

We carried out two key pieces of quantitative research for PR19: 

 Accent traditional willingness-to-pay (WTP) research; and  

 Attribute valuation research. 

We also analysed customer contact data relating to supply interruptions, the 

appearance of tap water, and the taste/smell of tap water.  

We summarise these approaches in this annex.  

B.1 Accent traditional WTP research  

We commissioned Accent to carry out a traditional piece of WTP research. The 

results from this research are maximum WTP figures. This survey covered both 

households and non-households.  For the household survey, a combination of three 

fieldwork methods were used (online, telephone and face to face) and resulted in 

1,114 results. For the non-household survey, a total of 200 CATI interviews were 

completed. 

The figure below summarises the design of the survey. 

 

Exercise 1 consisted of a ranking exercise where each of the service areas was 

expressed as a service issue affecting customer properties. Participants were asked 

to select the service issues would have the most impact on them if it happened at 

their home, and which would have the least impact.   

Exercises 2 (Water Use) and 3 (Environmental Issues) were discrete choice 

experiments that allowed different levels of service to be shown for each of the 

service measures included.  
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The rationale for having a different approach for different exercises was that the 

attributes included in the first exercise all related to a type of service failure that could 

be experienced at the customer’s property.   

B.2 Attitudinal valuation research 

We also commissioned Supercharge to design an innovative Attribute Valuation 

slider tool. In this piece of research, customers were presented with a slider for each 

service area, and were asked to slide up or down, depending on how much extra 

service improvement they would like to see. For each point on the slider, customers 

were shown what level of service improvement they would get and also how much 

this would cost in terms of their own bill impact. The results are the average point 

customers chose on the slider for each measure, and also the average bill impact for 

that point on the slider. This means we have a customer valuation for this point on 

the slider, which is directly related to the costs of delivering it. This result should not 

be interpreted as customers’ maximum WTP.  

The majority of this research was conducted online, with some also being carried out 

face-to-face in Hall tests. In total we have 1,306 results for households only.  

B.3 Analysis of contacts data 

We analysed our contact data relating to supply interruptions, appearance of tap 

water, and taste/odour of tap water. The figure below summaries the process we 

used to do this. 

 

 

We summarise the results of this analysis below. 
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These results show that the impact on customers for the following three service 

impacts is broadly similar: 

 most supply interruptions; 

 discoloured tap water; 

 poor taste/odour of tap water.   

B.4 Criteria for assessing research 

We have two pieces of quantitative research for household customers, and so we 

need to develop an objective approach for using these results to set performance 

commitments (PCs) and outcome delivery incentives (ODIs). We have identified the 

following criteria that we can use to assess the validity of the two pieces of research, 

and make a judgement about how the results should be combined.  

 Statistical validity. This is an assessment of how statistically valid the research is, 

mainly in terms of the sample size and representativeness of the sample population.  

 Cognitive validity. This is an assessment of the cognitive validity of the research, 

taking into account whether any cognitive pilots were run, and how customers might 

have interpreted the questions.   

 Research approach. We should also take account of the quality of the overall 

research approach, reflecting how well respected the approach generally is, and 

whether the approach has been peer reviewed.  

 Fieldwork approach. As there are many different ways of carrying out customer 

research, this criteria assesses which approaches were used, and how this might 

have affected the quality of the results.  
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B.5 Approach for triangulation 

We held a meeting to discuss the research approaches and the criteria for assessing 

those research approaches. The meeting included our internal experts on economic 

regulation and the customer research lead to ensure we got a balanced view. This 

also ensured that the insights of our qualitative research were reflected in the 

conclusions that we drew. 

In this meeting, we first agreed which research should be directly used in our 

triangulation. We agreed that the two quantitative research pieces from PR19 (i.e. 

Accent WTP research and Attribute Valuation sliders) should be directly included, 

and that the contact data analysis should be used as a cross-check. We considered 

whether to also directly include insights from PR14, but felt that it would be most 

appropriate to focus on the more recent research and were confident that we had a 

rich source of evidence from PR19.  

We then assessed the two key pieces of PR19 quantitative research, and concluded 

on how the results should be combined in order to set PCs and ODIs. We summarise 

in the table below our assessment of the two research approaches.  
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Criteria Accent – WTP research  Attribute Valuation - sliders Overall view 

Statistical validity   Large sample of over 1,000 

 Re-weighted for representativeness  

 Regularly used statistical techniques  

 Large sample of over 1,000 

 Re-weighted for representativeness 

 Relatively simple averaging used 

Both score highly  

Cognitive validity   Cognitive pilots were run to test 
customers’ understanding of the 
questions and amendments were 
made based on that  

 However, some limitations of 
traditional WTP surveys due to 
complexity of questions posed  

 Simple tool so customers may have 
understood it relatively well, but no 
cognitive testing  

 Possible that customers focused on 
slider positions and total cost, and 
not the cost of each improvement  

Pros and cons of each 
approach   

Research approach   Traditional approach that has been 
used many times in the past to 
provide meaningful results  

 Peer reviewed and amended based 
on minor feedback 

 More innovative approach, and less 
well proven track record   

 Based on costs, not maximum 
WTP  

Accent scores more 
highly  

Fieldwork approach   Mixture of online, telephone, and 
face-to-face 

 Majority was conducted online, with 
no opportunity for respondents to 
check their understanding   

Accent scores more 
highly 
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This review suggests that the two pieces of research perform similarly well on two 

criteria, and the Accent research performs better on two of the other criteria. Based 

on this, we applied a score of four to the Accent research and a score of two to the 

Attribute Valuation sliders results. This suggests that the weighting applied to Accent 

should be twice that of the weighting applied to the Attribute Valuation results. As a 

result, we chose to apply a 66.6% weighting to the Accent results and a 33.3% 

weighting to the Attribute Valuation results.  

Having carried out this assessment, we also applied a qualitative cross-check to our 

results, based on our contact data analysis. The results from that analysis suggested 

that the impact on customers of supply interruptions, discoloured water, and 

taste/odour incidents was broadly similar. We therefore reviewed whether the 

valuations we have for those three PCs was broadly similar. Our review of the 

valuations in the table shown below shows this is broadly true. This therefore 

suggested that no further adjustments were needed, based on this cross-check.  

For the avoidance of doubt, as we only have one piece of non-household research, 

we did not carry out any triangulation there. We have weighted together our 

household and non-household results, based on the number of household and non-

household properties in our region. 

 



 

 

 


