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MINDFUL OPTIMISTS
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GLOBAL ADVOCATES 
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SECURE AND ENGAGED  
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JUST ME AND MINE
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responsibly delivered

CAREFUL NEIGHBOURS
KIND AND THOUGHTFUL ABOUT THEIR 
COMMUNITY, FINANCIALLY CAREFUL  

AND WASTE CONSCIOUS

BUSY JUGGLERS
TECH IMMERSED, WOULD BE  
MORE OUTWARDLY FOCUSED  

IF THEY HAD TIME

LIVING FOR TODAY
LOW SOCIAL CONSCIENCE 

WITH SPONTANEOUS  
NATURE

BY D O IN G T HI S, W E H AV E UND ER S T O OD W H AT RE A L LY M A K E S OUR 
CUS T OMER S T I CK – S O T H AT W HOE V ER T HE Y A R E, W E C A N EN SUR E T HE Y 
R EM A IN S AT I SFIED W I T H OUR SER V I CE AT A L L T IME S. 
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Welcome to the most ambitious business plan we have 
ever produced.

We provide an essential community-based service, 
delivering safe, high quality drinking water around the 
clock to 2.2 million customers. 

In providing this essential service, we recognise the 
responsibility that comes with being a regulated 
monopoly. Our customers cannot choose their water 
supplier so it is our job to keep water bills affordable, 
especially for hard-pressed families and those with 
specific needs.

It is also our responsibility to make sure our actions 
and behaviours, as well as our product and services, 
allow customers to trust us – something that our own 
customer research has shown is diminishing in companies 
generally, the media, politicians and regulators. 

The ambition in this plan is designed to lead the way so 
we build greater trust.

FROM A POSITION OF TRUST:

•  We can increase customers’ satisfaction and drive 
better performance. Measuring customer satisfaction 
with our performance was at the core of our last 
business plan and is at the core of this one too – but 
we have evolved our innovative approach further with 
satisfaction by attitudinal segment 

•  we can meet customers’ changing needs and 
expectations around their water use and the 
information they want to understand it better. 
Similarly, understanding the additional support they 
would like from us, particularly when things go wrong 
with their water supply, is feedback we continue to get 
and which is reflected in this plan

We are driven by the same values of trust as our 
customers. We are a business made up of dedicated 
water people who want to make a difference – to 
customers, communities, the environment and society 
– so that everyone and everything thrives as a result of 
what we collectively do. 

We are immensely proud of being a local water company 
with a passion for sharing our ‘pure know h2ow’ – and we 
have used our customers’ desire to know more about 
their water supply service to develop our ‘resilient 
customer’ concept. Whether it is reacting intuitively to 

BY   NICK SALMON  
CHAIRMAN

WELCOME
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the weather and reducing their demand, looking after their own pipes and plumbing  
to prevent bursts, or promoting the services we offer vulnerable customers so more 
can access them, we believe our resilient customer concept will see customers 
empowered to act and advocate on all things water.

An independent Customer Challenge Group (CCG) has assessed both the quality of our 
customer engagement, and the degree to which the findings of that engagement are 
reflected in this plan. 

Our CCG, which comprises regulators, customer and community representatives, 
and economic and research experts from other industries, has been central to the 
development of this plan. It has scrutinised and challenged many of the decisions  
we have made, ensuring our business plan promises meet current and future 
customers’ needs. 

Its challenges have been based on considerable expertise and extensive involvement 
by the CCG members in our customer engagement programme, attending 47 of our 99 
focus groups with customers and stakeholders. 

We have embraced these challenges and they have had a positive impact on our plan 
and business. As a result, the scale and quality of engagement has been considerably 
enhanced, providing greater insight which has driven the decisions we have made. 
In fact the CCG engagement has been so beneficial the Board has made a long-term 
commitment to embed it as a business priority.

Similarly, our Environmental Focus Group (EFG) – already considered best-practice 
engagement by regulators – has significantly influenced, challenged and provided 
feedback on our 60-year water resources management plan for 2020 to 2080. 

The insight we have gained from all of our engagement is further underpinned by a 
powerful insight database that captures over 800 lines of findings – and provides the 
critical starting point for the golden thread that runs through much of what we are 
promising to do over the next five years.

WELCOME

“PASSION IS WHAT MAKES 
THE AMBITIOUS PROMISES 
IN THIS PLAN CREDIBLE, 
SO THAT CUSTOMER 
SATISFACTION IS 
RESPONSIBLY DELIVERED
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THE RESULT IS A PL AN

1 
Which remains built around customer satisfaction, but which has 
improved from measuring average satisfaction across seven service elements  
to measuring satisfaction by attitudinal segments so we meet the expectations 
of all our customers – whatever their needs or circumstances

2 
Which strengthens the link between satisfaction and resilience by making 
customers part of the solution by giving them targeted information, and as  
such, greater control over their water use. We have used recent supply 
challenges in 2018 – such as the freeze thaw and heatwave – to develop this 
further through our resilient customer concept

3 
Which has a focused innovation strategy which targets our customers’  
and stakeholders’ priorities; and where we can make the most difference  
to lead the industry, not least using our toolboxes to deliver greater  
customer satisfaction

4 
Which has 10 new responsible business commitments to reflect the 
actions and behaviours that customers expect a responsible business to display; 
and, in conjunction with great service, have the potential to create a step-
change in trust of the water sector

5 
Which challenges us to deliver performance levels well beyond 
anything we have delivered historically and new ones too; such as our 
performance commitments relating to vulnerable customers, the environment 
and customer satisfaction

6 
Which when all the components are intrinsically linked as a package,  
only four per cent of our customers did not find it acceptable
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The challenge of doing more for less should not be underestimated. We 
have 35 new performance commitments in this plan. To deliver those while 
keeping water bills stable has required us to make aggressive assumptions 
on our ability to reduce total expenditure, via bold efficiency and 
productivity improvements. 

The performance commitments also create significant risk of financial 
penalties to the business. To illustrate this, the incentives and targets are so 
ambitious that if we were to keep our current performance stable, we would 
attract a performance penalty of £35 million between 2020 and 2025.

Maintaining a financeable structure and credit rating with the historical 
low cost of capital expected across the industry will see our shareholders 
accept the lowest-ever returns on their investment. We are also planning 
to de-gear to 75 per cent through introducing an additional £55 million of 
equity prior to 2020. 

All these critical elements of our plan are designed to work as a complete 
package. Material changes to any of these elements are likely to have a 
significant impact on the deliverability of the plan as a whole.

That said, our ambition to do more for less is what this plan is built upon and 
is what drives us to set a new tone of trust and transparency in the water 
sector. We will do this by evolving our use of satisfaction and introducing 
responsible business commitments. 

NICK SALMON  
CHAIRMAN

ALL AT 
THE SAME 
PRICE  
AS NOW 

WELCOME
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How this plan 
addresses 
great customer 
service, 
resilience, 
affordable bills 
and innovation 

Key headlines 
for our 2020 
to 2025 
business plan

£204
the average household 

water bill (before inflation)

£20.5 million
in outperformance 

payments

78%
of customers  

accept this plan 

£86.4 million
in underperformance 

penalties 
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PLAN HIGHLIGHTS

2.4%
the rate of return  
for shareholders 

35
performance  

commitments 

10
responsible business 

commitments

13,000
customers 
engaged

120
research  
activities 

£84 million
retail 
costs

GREAT CUSTOMER  
SERVICE

RESILIENCE AFFORDABLE  
BILLS

INNOVATION

›  Evolving customer 
satisfaction to six 
attitudinal segments 

›  Dedicated strategy 
to keep our services 
affordable, accessible 
and protective

›  Priority Services 
Register support for 
60,000 customers

›  Six new vulnerability 
measures

›  Resilient customer

›  Leakage reduced by  
14 per cent

›  Per capita 
consumption reduced 
by nine per cent

›  Greater resilience  
to severe droughts

›  Six environmental 
measures

›  Average household bill 
maintained at £204 

›  Financial assistance 
extended to further 
43,500 eligible 
customers 

›  Cost of capital lowest 
ever at 2.4 per cent

›  Efficiency savings  
of £45 million

›  Targeted innovation 
strategy 

›  Behaviour change, 
partnership and 
innovation toolboxes 

›  10 new responsible 
business 
commitments 

›  Focus on 
environmental 
engagement

£961 million
the total wholesale 

cost of our plan 

£45 million
the efficiencies  

we will make 
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WHAT MAKES THIS PLAN 
DIFFERENT – FROM OUR LAST 
PLAN AND THOSE OF OTHER 
WATER COMPANIES 

KNOWING OUR CUSTOMERS BETTER  
AND KEEPING THEM SATISFIED WITH  
OUR SERVICE 

We were the only water company to introduce 
a suite of innovative customer satisfaction 
commitments for our 2015 to 2020 business plan.

We did that because we believe customer 
satisfaction is the best yardstick for everything 
we do. It underpins customers’ trust in us; and is 
the very essence of what a responsible business 
should be.

Customer satisfaction responsibly delivered is the 
core theme of this plan but achieves much more.

HERE IS HOW 

Customer  
satisfaction drives...
greater trust 
among customers

...which means 
They have confidence in 
the quality and reliability 
of their drinking water, rate 
our services positively, and 
think the price they pay is 
excellent value for money

1



Customer  
satisfaction drives...

innovation in the  
right areas

...which means 
We focus on delivering what 
matters most to customers in the 
areas they want us to do more in

4
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Customer 
satisfaction drives...
us to be a 
responsible 
business

Customer  
satisfaction drives...

smarter 
engagement 

Customer  
satisfaction drives...
greater resilience

...which delivers 
More society-wide 
benefits through our 
education, partnerships 
and lobbying work 

...which means 
We deliver the service 
customers need and expect, 
especially to those in 
vulnerable circumstances 

...because 
Customers are 
empowered to do their 
bit and communities and 
stakeholders work more 
closely with us on old and 
new challenges

3

5

2

PLAN HIGHLIGHTS



HOW CUSTOMER SATISFACTION DRIVES GREATER TRUST 

Customer satisfaction is the best yardstick for everything we do – not least as it 
underpins our customers’ trust in us. Our own research has shown that trust is 
diminishing in companies generally, the media, politicians and regulators.

We know trust has to be earned and maintained. The drive to do this comes from a 
business full of dedicated water people – from field teams to the Boardroom – who 
all want to make sure that everyone and everything thrives as a result of what we 
collectively do. It is also why we have invested heavily in our ‘pure know h2ow’ brand – 
how we make customers feel when they engage and interact with us has been shown to 
improve their perception of us, and their satisfaction with what we do too. 

HOW CUSTOMER SATISFACTION DRIVES GREATER RESILIENCE 

Because we know our customers better, we have a greater understanding of what 
makes them tick. 

We can then use successfully-tested behavioural science techniques to nudge 
different behaviours in customers; and have identified a wide ranging set of resilient 
customer attributes that make them part of the solution. 

Whether it is reacting intuitively to the weather and reducing their demand, looking 
after their own pipes and plumbing to prevent bursts, or promoting the services 
we offer vulnerable customers so more can access them, customers will have been 
empowered to act and/or advocate on all things water.

HOW CUSTOMER SATISFACTION DRIVES SMARTER ENGAGEMENT

For this plan we have evolved our innovative use of customer satisfaction by:

•  Segmenting customers by their attitudes to water and their values 

•  measuring each segment’s satisfaction with our future performance  
– including those customers in vulnerable circumstances

HOW CUSTOMER SATISFACTION DRIVES INNOVATION 

Our stretching performance commitments will need to be matched with greater 
innovation. Our future innovation has been deliberately focussed on our customers’ 
and stakeholders’ priorities and where there are the greatest opportunities for us 
to innovate – specifically customer satisfaction, support for vulnerable customers, 
leakage and demand management, catchment management and biodiversity. 

We have developed toolboxes to deliver on our promises which ensure that 
customers, stakeholders and society play a greater part in the delivery of our services 
and become part of the solution to old and new challenges.

SOUTH EAST WATER
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MINDFUL  
OPTIMISTS

GLOBAL 
ADVOCATES 

JUST ME  
AND MINE 

CAREFUL 
NEIGHBOURS 

BUSY 
JUGGLERS 

LIVING FOR 
TODAY 



OUR TOOLBOXES

The behavioural change toolbox for customers – using 
successfully-tested behavioural science techniques as well as 
more traditional campaigns and literature to tap into attitudes 
so that customers help us achieve shared goals 

The partnership toolbox for our stakeholders – who have  
a strong desire to increase their participation in water issues 
and activities

The innovation toolbox for the supply chain to work with  
our business – so that we can adopt or adapt existing 
technologies while actively seeking out new ones

2020 TO 2025 BUSINESS PLAN 
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PLAN HIGHLIGHTS



HOW CUSTOMER SATISFACTION DRIVES US BEYOND WATER SUPPLY

Many of our water supply duties and obligations are enshrined in legislation. Being 
compliant with these laws translates into strong performance and high levels of 
service; in turn, providing confidence to customers and stakeholders that we are a 
responsible business. 

However our research in this area has shown customers expect much of this 
compliance to be a given and are looking for more from a responsible business.

We have defined this in the following ways: 

Six new vulnerability performance commitments 

We have stretched our performance and ambitions for this plan with six new 
performance commitments specifically around vulnerability. These have been  
co-created with our customers, stakeholders, employees and our CCG; so too has  
the strategy that underpins these performance commitments. 

Six new environmental performance commitments 

Operating in an environmentally diverse yet water-stressed area we need to make 
the right choices for our local communities and the environment. Our suite of six 
new performance commitments recognise the influence we can, and should, have 
on landowners, other water users and abstractors to make water catchments more 
resilient to drought, while also ensuring we enhance habitats to give wildlife an 
opportunity to thrive.

10 specific responsible business commitments 

We have developed a suite of 10 responsible business commitments for key areas 
which customers and stakeholders have told us represent important aspects of what 
being a responsible business is. 

SOUTH EAST WATER
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“OUR PERFORMANCE COMMITMENTS ARE 
AMBITIOUS AND STRETCHING, AND THE 
CHALLENGE OF MEETING THEM SHOULD 
NOT BE UNDERESTIMATED



2020 TO 2025 BUSINESS PLAN 

15

HOW OUR PLAN BUILDS ON OUR  
CURRENT PERFORMANCE 

This plan builds on our  
current performance  
which has delivered

    an improvement in customer satisfaction scores for: 
 the appearance of drinking water
  the taste and odour of drinking water
  leakage
  water pressure
  water restrictions 
 customers’ direct interaction with us

    a maintained customer satisfaction score for water  
supply interruptions, despite a number of significant 
operational challenges  

     a strong improvement in our Service Incentive Mechanism 
score and complaints at their lowest levels

     safe, high-quality drinking water that meets stringent 
standards and maintains customers’ trust – underpinned by 
a continuous reduction in the number of customer contacts 
about discolouration and stable performance on taste and 
odour issues

    a top-performing industry position for our leakage 
performance

    stable assets and a secure supply of water with no water 
use restrictions – despite the 2018 heatwave driving sustained 
high demand 

    our wide ranging environmental and statutory 
obligations including our award-winning catchment 
management programme

    a steady performance on all our financial obligations

CHECKLIST
2015 to 2020

PLAN HIGHLIGHTS
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SHARING OUTPERFORMANCE WITH CUSTOMERS 

Our performance commitments for this plan either have: 

•  An outperformance payment and an underperformance penalty

•  an underperformance penalty

•  a reputational incentive

Combined they strike the right balance so we:

For this plan we face the prospect of more underperformance penalties than 
outperformance payments.

Combined, they represent a maximum £86.4 million underperformance penalty or 
a maximum £20.5 million outperformance payment, which is equivalent to a return 
rate of -3.1 per cent to +0.7 per cent on the regulatory value of our business. 

Our performance commitments are ambitious and stretching, and the challenge of 
meeting them should not be underestimated. 

Why? Based on our current performance in this five-year period – but applying the 
new targets – we would face a potential penalty of £35 million, five times the level  
of the penalty in our last business plan. 

DRIVE THE CHANGES 
IN PERFORMANCE 
WE NEED TO MAKE

FOCUS ON ALL AREAS 
OF OUR BUSINESS – 

NOT JUST SOME
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HOW THIS PLAN IS FOR THE LONG TERM 

This pIan provides the context for the decisions and investment we need to make for 
the long-term. 

That is critical as we operate in a region that, compared to the rest of the UK, is 
relatively affluent with higher water use by customers and will continue to see 
significant population growth – and yet is also the most water-stressed region in the 
UK. Meeting the demand for water over the next few decades with what water is 
available to supply will be our biggest challenge. 

Among the solutions are:

•  To move away from the current economic level of leakage to a customer accepted 
level of leakage

•  to better understand what our customers use their water for, and support them 
in reducing how much of it they use. Significant progress has been made in this 
area as a result of our successful metering programme, which has seen per capita 
consumption (PCC) reduce by 16 per cent, but this downward trend needs to 
continue

That is why the investment we set out in this plan – whether that is smarter data 
gathering or behavioural science studies – is needed to support our twin aims of 
reducing leakage and customer water use so that both taps and rivers keep flowing. 

73% of the water that will meet new demand by 2080 will 
come from saving more through leakage and water 
efficiency

“THIS PLAN PROVIDES THE 
CONTEXT FOR THE DECISIONS 
AND INVESTMENT WE NEED TO 
MAKE FOR THE LONG-TERM 

PLAN HIGHLIGHTS
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Pure know h2ow
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1
1.1 THE STRUCTURE OF THIS PLAN
Chapter 2: How this plan is based on what our customers and stakeholders told us
We set out how we have listened to customers and stakeholders, what we have 
learnt from that engagement and how we have analysed and used that insight to 
determine their priorities.

 Chapter 3: Converting insight into outcomes and commitments
 Priorities need to be converted into outcomes – the headlines of our  
plan – but they are supported in much more detail by the stretching  
performance commitments we have set. 

 Chapter 4: What we will do to meet our performance commitments 
 We outline the range of activities we will undertake over the next  
five years to meet all of our 35 performance commitments.

 Chapter 5: Affordable, accessible and protective services for all
 We have stretched our ambitions for this plan to keep our services 
affordable, accessible and protective for all customers, whatever their 
circumstances, and set out how we will do more as the provider of an 
essential service.

 Chapter 6: Delivering resilience in the round, from source to tap
 We have looked at what we need to do to become more resilient  
through a source to tap resilience lens and explore the important  
role a resilient customer can play too.

Chapter 7: The financials of our plan

 Our total expenditure for 2020 to 2025 is £1 billion and we have used the  
same level of ambition in setting our costs too by challenging ourselves  
to deliver our investment more efficiently.

Chapter 8: How this plan is fair for all 

 We have applied ambitious incentives to all of our performance commitments  
so that they are fair and reflective of the strategic direction of our business and 
what customers have told us is important to them – and balance any risks around 
the decisions we have to take.

Chapter 9: How this plan is innovative 

 Innovation is essential if we are to deliver our outcomes and performance 
commitments, and so we set out our strategy and our areas of focus that will 
support us in our ambitions.
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Chapter 10: How this plan builds on our current performance
 Our 2020 to 2025 plan is built on the strong performance we have already achieved, 
and are forecast to continue within the current five year period, while we also explore 
the lessons learnt that have shaped this plan.

Chapter 11: Our assurance of this plan 
 We have followed strong assurance principles and a robust governance framework to 
produce this plan, and our Board has collectively assured it.

Chapter 12: Delivering great customer service, resilience, affordable bills and innovation 
 A visual reminder of how this plan addresses these four key themes.

1.2 THE EVIDENCE THAT SUPPORTS THIS PLAN 
Producing a business plan of this complexity requires a lot of supporting evidence so 
our proposals can be scrutinised in more detail. We have provided this evidence in the 
following appendices: 

Appendix Subject 
1 Engagement 
2 Performance commitments and outcome delivery incentives
3 Responsible business
4 Business retail water market
5 Growth and new development 
6 Water quality
7 Water resources
8 Vulnerability: affordable, accessible and protective services
9 Resilience in the round 
10 Environmental resilience
11 Our investment plan
12 Retail 
13 Wholesale efficiency
14 Financial
15 Risk management and mitigation 
16 Innovation
17 Direct procurement for customers
18 Current performance
19 Cost adjustment claims
20 Governance and assurance
21 PR14 reconciliation
22 Table commentary

Throughout this document you will see this symbol which 
tells you where you can find more supporting evidence.
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“OUR ATTITUDINAL 
SEGMENTATION 
WAS A DEFINING 
FEATURE OF OUR 
ENTIRE RESEARCH 
PROGRAMME  
FOR THIS PLAN
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HOW THIS PLAN  
IS BASED ON WHAT 
OUR CUSTOMERS AND 
STAKEHOLDERS TOLD US 
2.1  Our innovative approach to 

listening and learning 24

2.2  How we have used  
the insight 30

2.3  Engaging with our  
Customer Challenge Group 32

2.4     Engaging with our 
Environmental Focus Group  36
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2
2.1  OUR INNOVATIVE APPROACH TO 

LISTENING AND LEARNING 
We have embraced the required step-change in customer 
engagement and participation for this plan. It means we can 
better understand our customers’ priorities and deliver the 
outcomes that matter most to them; and, in turn, build their 
trust and satisfaction with the service they receive from us.

In doing so we have also been innovative in the following ways:

•  Developing attitudinal segmentation

• evolving  our engagement for our 2020 to 2025 business plan

•  constantly capturing the views of customers

• making customer satisfaction a Board priority

We now explore each of these in more detail.

2.1.1 DEVELOPING ATTITUDINAL SEGMENTATION 

We have deliberately moved away from the notion of a plan for 
the average customer and evolved attitudinal segmentation 
to identify the diverse and changing values, priorities and 
expectations of customers.

We carried out a specific piece of research to: 

•  Help us define the customer segments that exist among  
our customer base 

•  understand those customers’ priorities and current levels 
of satisfaction with our service

 Our research clearly revealed six customer segments.

 
HOW THIS PLAN  
IS BASED ON WHAT 
OUR CUSTOMERS AND 
STAKEHOLDERS TOLD US

Appendix 1  
Engagement
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This more dynamic approach to understanding our customers is being embedded  
in the business, allowing us to evolve our organisation, services and communication 
as customers move between segments. The benefits are two-fold:

•  By moving our plan away from the average customer we can better understand 
the diverse make-up of our customers and their needs and expectations – and 
drive higher levels of satisfaction and trust 

•  we can identify how best to nudge each customer segment so that they are 
empowered to act and advocate – whether reacting intuitively to the weather, 
looking after their own pipes and plumbing, or promoting the services we offer 
vulnerable customers. This has shaped our resilient customer concept which you 
can read more about in chapter six of this plan
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SECTION 2

GLOBAL  
ADVOCATES

Affluent, financially 
secure and engaged 

in the big picture

16%

BUSY  
JUGGLERS

Tech immersed, 
would be more 

outwardly focused 
if they had time

15%

Customer  
segment

Attributes

Per cent of  
customer base

Customer  
segment

Attributes

Per cent of  
customer base

MINDFUL  
OPTIMISTS

Less affluent, with  
community versus 

corporate focus

23%

CAREFUL  
NEIGHBOURS

Kind and thoughtful  
about their community, 
financially careful and 

waste conscious

12%

JUST ME  
AND MINE

Comfortable and 
whose main focus is on 
their immediate world

12%

LIVING  
FOR TODAY

Low social  
conscience with 

spontaneous  
nature

22%
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2.1.2  EVOLVING OUR ENGAGEMENT FOR THE  
2020 TO 2025 BUSINESS PLAN

Our research for this plan has been even more  
extensive, with 120 separate elements of research 
undertaken with nearly 13,000 customers, 
stakeholders and businesses.

The research used traditional methods and more 
innovative approaches – such as alternative gamification 
techniques.

Our attitudinal segmentation was also a defining feature 
of our entire research programme for this plan. For each 
piece of research we undertook, we developed a set of 
golden questions to find the segment that every engaged 
customer identified themselves with. 

Age 

1-2-1  
interviews

900

16-34

35-49

50-64

65+

81
Focus  

groups
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SECTION 2

10

Gender Social

Postal  
surveys

Shopping centre 
surveys

Web-based 
gamification

Segment Business

7000+

4 5 1

Online/telephone 
surveys

Stakeholder  
workshops

ABC1

C2

DE

50% 50%

4
Customer 

workshops
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2.1.3 CONSTANTLY CAPTURING THE VIEWS OF CUSTOMERS 

Our listening and learning approach has gone far beyond the extensive customer 
research and engagement carried out for this plan. 

We have analysed insights from multiple channels and sources including: 

LISTENING  
AND LEARNING

OPERATIONAL 
CONTACTS

BILLING 
CONTACTS

STAKEHOLDER 
ENGAGEMENT

CUSTOMER 
CARE TEAM 
FEEDBACK

CUSTOMER 
SATISFACTION 

SURVEYS

INDUSTRY 
REPORTS

SOCIAL MEDIA 
SENTIMENT



This programme has allowed Board members to gain a richer and deeper level of 
insight from customers about their water supply service and any issues they have 
with that service. 

The Board has translated that insight into a number of targeted areas and priorities 
it wants us to address in this plan, and beyond.

5
CCG  

MEETINGS

24
ENGAGEMENT 

EVENTS

9
CUSTOMER 
RESEARCH 

EVENTS

7
CONTACT 

CENTRE VISITS

3
CUSTOMER 

OPEN DAYS AND 
KNOW H2OW 

AWARDS

6
CCG 

VULNERABILIT Y  
SUB-GROUP 
MEETINGS

10
VULNERABILIT Y  

EVENTS
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2.1.4 MAKING CUSTOMER SATISFACTION A BOARD PRIORITY

The Board actively sought to get more involved in engaging with customers and 
stakeholders to gain a greater depth of insight and learning. This has driven further 
improvements in understanding customer satisfaction and led to the creation of our 
Board engagement programme, which included:

BOARD  
ENGAGEMENT  
PROGRAMME

Appendix 1 
Engagement



Appendix 1 
Engagement

“THE RESULT IS A STRONG AND VISIBLE 
GOLDEN THREAD THAT RUNS FROM THE 
INSIGHT WE GAINED TO WHAT WE HAVE 
SET OUT IN OUR PLAN

SOUTH EAST WATER
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2.2 HOW WE HAVE USED THE INSIGHT 

2.2.1 ANALYSING THE FINDINGS 

We used independent research specialists to analyse the information and data 
we received from multiple channels of customer engagement – whether from the 
insights from our last business plan, our own and others’ customer research, our 
stakeholder engagement or our business-as-usual transactions and conversations.

In doing this we have followed the Consumer Council for Water’s (CCW) seven 
guiding principles for triangulating information and data from multiple sources.  
Our CCG also asked for two other issues to be considered during our analysis which 
we included:

•  The time horizon – is it relevant only for the 2020 to 2025 period or the  
longer term?

•  the individual versus the wider community benefit

Each finding then had a business area or theme allocated to it – for example leakage, 
asset health, communications, resilient water supply.

The result of that work was an insight database comprised more than 800 findings 
in total, which is reflective of the breadth and depth of the engagement we carried 
out as a business. It not only documented every relevant insight and our learnings, 
but also where they may potentially conflict with (or complement) learnings from 
elsewhere.

A final stage involved looking at each common theme to understand how it could 
impact on our business plan, taking into account:

•  The data source

•  how the insight is relevant to our business – for example its influence on 
customer priorities, levels of service, cost issues and overall acceptability  
of the plan 

•  how the insight has been included into our plan – for example outcomes, 
performance commitments, setting of outperformance payments and 
underperformance penalties, and the use of our toolboxes



?
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OVERALL  
THEMES

Affordability

Vulnerability

Resilient supply

Water efficiency

Leakage

Water quality

Natural  
environment

Resilience  
in the round

RESEARCH  
FINDINGS 

Research finding 1
Research finding 2
Research finding 3
Research finding 4
Research finding 5
Research finding 6
Research finding 7
Research finding 8
Research finding 9
Research finding …
Research finding 813

OUTCOME 
HEADLINES 

Everyone  
counts

Every drop  
counts

Everyone’s  
future counts
Supported by  
12 outcomes

PERFORMANCE 
AND 

RESPONSIBLE 
BUSINESS 

COMMITMENTS 
 

35 performance 
commitments – 

including 12 new 
ones on vulnerability 

and environment

Plus 10 new 
responsible  

business 
commitments

2.2.2 THE GOLDEN THREAD FROM INSIGHT TO PLAN 



2.3  ENGAGING WITH OUR CUSTOMER CHALLENGE GROUP 
2.3.1 INTRODUCTION

An independent Customer Challenge Group (CCG) assessed both the quality of our 
customer engagement, and the degree to which the findings of that engagement 
are reflected in this plan. 

Our CCG, which comprises regulators, customer and community representatives, 
and economic and research experts from other industries, has been central to the 
development of this plan. It has provided significant scrutiny and challenge to many 
of the decisions we have made, ensuring our business plan promises meet current 
and future customers’ needs. 

Its challenges have been broad-ranging, strategic and detailed – from helping 
shape the co-creation of our customer service strategy and services (an area 
where engagement has the capacity to deliver significantly better outcomes) to 
detailed inputs into our research methodology and materials, which we have then 
incorporated.

In fact the CCG members had extensive involvement in our engagement  
programme, with members attending 47 of our 99 focus groups and workshops 
across numerous topics. 

We have embraced the CCG’s challenges and they have had a very positive impact on 
our plan and business. The scale and quality of engagement has been considerably 
enhanced, providing greater insight which has driven the decisions we have made for 
this plan. 

The group has written its own report for Ofwat on the quality of our customer 
engagement, and the degree to which customers’ views are reflected in this plan. 
You can read their report at customerchallenge.co.uk/company-performance

Zoe McLeod is a leading consumer advocate with more 
than 20 years’ experience championing customer and 
community concerns. She is currently an Associate with 
the charity Sustainability First with a particular focus on 
innovation, and improving customer service and quality of 
life for those with additional needs and on low incomes.
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ZOE MCLEOD 
Chair

http://www.customerchallenge.co.uk
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LOUISE BARDSLEY  
Natural England

RICHARD LAVENDER  
Business customer 

representative, Kent Invicta 
Chamber of Commerce

LESLIE SOPP  
Independent research  

and insight expert

K AREN GIBBS  
Consumer Council  

for Water

VERONICA MCGANNON  
Household customer 

and sheltered housing 
representative

JANET HILL  
Community representative, 

Swale Borough Council

MAIRI BUDGE  
Independent research  

and insight expert

PENNY SHEPHERD MBE  
Local consumer  

advocate

ADRIENNE MARGOLIS  
Household customer, and 

communications and responsible 
business expert

RUPIK A MADHURA  
Regulatory policy  

and economics expert

DAVID HOWARTH  
Environment Agency

CAROLINE FARQUHAR  
Citizens Advice,  

North and West Kent
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2.3.3 CHALLENGES

During 2017 and 2018 the CCG has held 13 main meetings, 24 engagement  
sub-group and vulnerability sub-group meetings, and four separate sessions on 
outcome delivery incentives. This has resulted in over 600 challenges and actions  
as we prepared our plan. 

2.3.4 CCG CONCLUSIONS 

South East Water continues to be on a journey to embed engagement into its 
everyday business. Since PR14 there has been a step change in the number, range 
and quality of its engagement activities. On balance, we commend South East Water 
for the exceptional progress it has made on customer engagement over the last year 
and a half.

Against the CCG’s quality of engagement assessment framework informed by 
Ofwat’s ‘principles of good customer engagement’, Citizen’s Advice and AA1000 
stakeholder standard, we have scored the company 7/10. In some areas, the 
company has been very innovative – for example their values based customer 
segmentation will enable the business to move beyond notions of an average 
consumer and tailor communications and services to different customers’ needs. 
Their resilient customer concept considers how consumers can take control and 
become partners with the company, to deliver solutions to improve their own 
affordability, water security and peace of mind. 

However, South East Water’s engagement strategy upfront and over all planning 
has been more challenging. A lack of in-house expertise and an historic stop-start 
approach to engaging with customers around the business plan, has resulted overall 
and in a lack of time for reflection, consolidation and flex. As a consequence the 
CCG had less time than we would have liked to scrutinize certain areas. The overall 
judgement on the score therefore has taken into account the company’s size, 
distance travelled since PR14 and how well the company has responded to CCG’s 
challenges, and where available, water sector benchmarks.

In total over the last year and a half we have made more than 190 challenges to  
South East Water. The company has responded to 154 of these and the rest are still  
in progress. 

The CCG has challenged the company to build stronger engagement foundations and 
they have responded well: we have seen mapping of stakeholders and customers; 
more targeted engagement approaches; more robust and creative willingness to pay 
research; better capture of customer insight, and increased engagement with hard 
to reach groups and non-household customers.

There are still improvements to be made. South East Water has committed, for 
example, to pilot deliberative research so that it they can have more informed 
conversations with households and non-household customers on complex issues 
such as future risks, challenges and trade-offs.



In line with Ofwat’s Principle 1, the CCG is assured that the company is delivering 
outcomes that the majority of customers and society value (albeit to varying 
degrees) with a business plan acceptability rate of 78 per cent and 88 per cent 
for household and non-household customers respectively. There is a strong link 
between customers’ priorities that we’ve heard and seen and the proposals in this 
business plan. The company has been genuinely listening to its customers – including 
its most vulnerable, and should be praised, in particular for its fledgling responsible 
business strategy.

In practice, it has not always been clear that customer and non-regulatory 
stakeholder views have genuinely driven as opposed to simply supported proposals. 
This is particularly the case on water efficiency and leakage, where regulatory 
expectations, not associated strong customer and stakeholder views, ultimately 
prompted a change in the company’s stated ambition levels.

We have thrown down a gauntlet to the Board to truly demonstrate its commitment 
to engagement on an ongoing basis, during PR19 and beyond and it has taken it up.

We are pleased to report that they have promised to establish a new customer 
insight function, a new vulnerability strategy and stakeholder team, and to work 
with customers and stakeholders to co-develop and embed into the culture a 
business as usual engagement strategy over the coming months. We have grounds 
for optimism therefore that the company is on the right track.

2.3.5 OUR RESPONSE

The Board has valued the challenge, scrutiny and input of the CCG to this plan and 
our wider business and we collectively recognise we need to improve in some areas 
of our work.

We are immediately taking up the challenge given to us and have committed to:

•  Co-developing an engagement strategy with customers and stakeholders that 
covers our wider business as usual activity

•  rolling out our customer service ‘tell me simply’ approach to the wider business 
so that our communications are clear and compelling

•  creating a new Customer Insight Team, which will also develop a more dynamic 
database that can be easily interrogated so that our listening and learning 
evolves to become a year-round activity and an example of best practice

•  look beyond water sector boundaries to embed our innovation toolboxes and 
how we co-create and co-deliver solutions to old and new challenges

•  improving our stakeholder engagement activity with dedicated resources  
and systems
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2.4  ENGAGING WITH OUR ENVIRONMENTAL  
FOCUS GROUP

2.4.1 INTRODUCTION 

Our Environmental Focus Group (EFG) is recognised by regulators as being industry 
leading in ensuring our long term planning is appropriately challenged. We also 
understand the value of working with a group of stakeholders with a keen interest 
in our long term plans, and allowing them to challenge and feedback on all the key 
building blocks of our water resources management plan (WRMP).

Our EFG includes of the following members:

The Environment Agency
Natural England
The Consumer Council for Water
Kent County Council
East Sussex County Council
South Downs National Park Authority
Wealden District Council
Rushmoor Borough Council
Lewes District Council
Basingstoke and Deane Borough Council
Bracknell Forest Council
Ringmer Parish Council
Joint Parishes Group
World Wildlife Fund/Blueprint for Water
Council for the Protection of Rural England
Whitewater Valley Preservation Society
Salmon and Trout Association
Council for British Archaeology South East
South East Rivers Trust
Canterbury and District Angling Association
The Inland Waterways Association
Ouse and Adurs Rivers Trust
National Farmers Union
Anita McNaught, farmer
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2.4.2 CHALLENGES

The EFG was able to challenge and provide feedback on each of the components of 
our WRMP and our business plan during the entire process, including its relevance to 
addressing strategic and local level issues. Specifically the EFG: 

•  Helped to shape the criteria used to filter and appraise potential future supply 
and demand options

•  challenged our levels of ambition in terms of improving resilience, environmental 
performance and future demand management reductions, particularly on:

 •  leakage – the strong consensus from the EFG members who responded 
concluded that reducing leakage by a further 14 per cent by 2025 represented 
an appropriate and stretching target

 •  per capita consumption (PCC) – the majority of feedback considered our 
PCC ambitions to be a stretching target both in the short and longer term – 
although there was recognition that many PCC-controlling factors are arguably 
outside of our control; and that industry comparators may not adequately 
reflect the current performance or particular circumstances of each company

•  tested our assumptions, decisions, and co-created our supply and demand 
solutions during the preparation of the WRMP

•  made formal representations to Defra on our proposals as a result of having a 
deeper understanding of the process – of the 56 representations received by 
Defra, eight were from organisations that are members of our EFG group

The value of the EFG during the development of our WRMP cannot be underestimated 
and we are very grateful to its members for the time and effort they have given. 

The group will continue to meet, not only to oversee the completion of this process, 
but also to work with us during the implementation and review of our long term 
water resource plans. 

This type of ongoing engagement has been embedded as a business-as-usual 
approach, so we continually feedback the learnings and insight into our decision-
making, especially as we deliver the performance commitments in this plan.

Appendix 7  
Water resources
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“Natural England support  
South East Water’s commitment 
to increase engagement with 
landowners in priority risk areas 
from 28% to 48% within the next five 
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.”

“Natural England commend South East Water  
for its 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 five years and to 84% by 2040,  
is a challenging commitment with potential  
to significantly increase biodiversity across 
South East Water’s landholdings.”



“MAINTAINING 
TRUST IN 
DRINKING 
WATER, KEEPING 
CUSTOMERS 
SATISFIED WITH 
OUR SERVICE AND 
GIVING EXTRA 
HELP TO THOSE 
WHO NEED IT
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3
3.1  TRANSLATING CUSTOMERS’ AND 

STAKEHOLDERS’ PRIORITIES INTO 
OUTCOMES 

We have taken all our insights and learnings and converted 
them into a set of outcomes. These are the promises we are 
making in this plan and we have grouped them as follows: 

•  Everyone counts	–	our	know	h2ow	supports	the	health	and	
well	being	of	our	communities	and	society	

•  Every drop counts	–	working	together	to	reduce	demand	
through	shared	know	h2ow	

•  Everyone’s future counts	–	ensuring	long-term	value	
through	resilient	infrastructure	and	a	thriving	environment 

 
CONVERTING INSIGHT 
INTO OUTCOMES AND 
COMMITMENTS
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3.1.1	 	EVERYONE	COUNTS	–	OUR	KNOW	H2OW	SUPPORTS	THE	HEALTH	 
AND	WELLBEING	OF	OUR	COMMUNITIES	AND	SOCIETY	

These outcomes underpin the shared importance of doing the basics right  
which is to: 

•	 		Maintain	the	high	levels	of	trust	in	drinking	water	

•	 	keep	customers,	stakeholders	and	developers	satisfied	with	the	service	 
we	provide

•	 	support	those	who	may	need	extra	help	–	whether	with	paying	their	water	bill	or	
making	sure	they	are	looked	after	when	things	go	wrong	with	their	water	supply	

1.  Our customers are happy with the service  
we provide

2.  Our customers trust the safety and quality  
of their tap water

3.  Developers are happy with the service we 
provide to them

4.  We help customers out of water poverty

5.  We give customers extra help when they  
need it

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

3.1.2	 	EVERY	DROP	COUNTS	–	WORKING	TOGETHER	TO	REDUCE	DEMAND	
THROUGH	SHARED	KNOW	H2OW

These outcomes recognise the shared importance we and customers place on 
making every drop count by:

•	 	Not	wasting	what	is	a	valuable	and	finite	resource	

•	 	making	the	water	we	have	already	go	much	further	–	by	driving	down	demand	
and	accounting	for	all	the	water	we	abstract	and	supply	

7.  Leakage levels are sustainable and supported 
by customers

8.  Customers are empowered to reduce their 
water use

9.  All the water we supply is accounted for  
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3.1.3  EVERYONE’S	FUTURE	COUNTS	–	ENSURING	LONG-TERM	VALUE	THROUGH	
RESILIENT	INFRASTRUCTURE	AND	A	THRIVING	ENVIRONMENT

These outcomes recognise the greater environmental guardianship role our 
customers and staff want us to play; and whatever the weather and challenges,  
we keep taps and rivers flowing.

10.  Our water supplies are maintained 
during more severe droughts

11.  Our water supply network is resilient 
for this generation and the next

12.  Our environment thrives, now and into 
the future 

 

3.2  TRANSLATING OUTCOMES INTO AMBITIOUS 
PERFORMANCE COMMITMENTS

3.2.1	 OUR	APPROACH

Outcomes are the headlines of our plan but they are supported by much more detail 
in the shape of performance commitments – these describe what we are committing 
to deliver.

For this plan we have embraced the challenge of developing even more stretching 
performance commitments.

In setting them we set out the following objectives. Our performance commitments 
needed to:

•	 	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	performance	commitments,	and	which	have	a	good	balance	of	 
outcome-based	and	asset	based	measures

•	 	review	what	we	included	in	our	2015	to	2025	business	plan

•  reflect	feedback	from	our	CCG
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PERFORMANCE COMMITMENTS

Having identified these objectives we used the following five-step process to 
develop our 2020 to 2025 performance commitments:

Outcomes are the headlines of our plan but they are supported by much more detail 
in the shape of performance commitments – these describe what we are committing 
to deliver.

For this plan we have embraced the challenge of developing even more stretching 
performance commitments.

We also followed the methodology for setting performance commitment levels 
using the six inputs summarised on page 44. That meant we could see the change  
in performance we would need to achieve and the potential incentives that may 
apply if we exceeded or missed those targets – so we could make sure our targets 
were ambitious.

Our performance commitments for this plan:

•	 	Are	built	on	what	we	are	already	delivering	–	but	have	been	expanded	to	ensure	
we	are	meeting	any	new	or	changing	priorities	of	our	customers	and	stakeholders	

•	 	have	been	cross-checked	against	our	insight	database	–	to	ensure	we	are	
reflecting	customers’	expectations	of	where	our	performance	needs	to	improve	

•	 	have	had	extensive	input	and	scrutiny	from	our	CCG	–	with	four	dedicated	
sessions	on	their	development

If we make no improvements in the service we provide we would face a 
penalty of £35 million over the five year period. This is five times the level 
of the equivalent figure in our last business plan.
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Our performance commitments are a mix of targets – both common across the 
sector and bespoke to us – and customer satisfaction measures, and were devised 
using some or all of the following inputs: 
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We also calculated the amount of change needed in our performance so we could 
get a sense of the level of stretch and ambition that would be needed – for each 
performance commitment, and the package as a whole. 

The following table summarises: 

•	 	Our	performance	commitments	for	2020	to	2025	

•	 	our	ambitions	in	the	longer	term	

•	 	our	2017/18	performance	

•	 	why	this	plan’s	performance	commitments	are	stretching	

Appendix	2	
Performance 
commitments 
and outcome 
delivery 
incentives

Setting	
performance	
commitments

Historical	data

Cost	benefit	
analyisis

Comparative	
data

Minimum	
improvement Maximum	level	

attainable

Expert	knowledge



3.2.2	 OUR	2020	TO	2025	PERFORMANCE	COMMITMENTS

 
 
Outcome

 
 
Measure

2025 
performance	
commitment	

 
2040  

ambition

 
Our	2017/18	
performance	

%	change	
from	2017/18	

to	2025

Our customers 
are happy with 
the service we 
provide

Customer 
experience measure 
(C-MeX) 

Upper quartile Upper quartile New measure New measure  

We	are	aiming	to	be	upper	quartile	for	this	measure	when	we	are	currently	ranked	in	
the	middle	of	the	industry	(despite	a	continued	trend	of	reducing	complaints)

Segmented 
satisfaction 
of household 
customers

4.5 4.6 New measure New measure

We	need	to	achieve	the	highest-ever	overall	level	of	satisfaction	that	we	have	seen	–	
and	for	all	customer	segments	–	since	we	started	measuring	customer	satisfaction

Satisfaction 
of household 
customers who 
are experiencing 
payment difficulties

4.5 4.6 New measure New measure

Satisfaction 
of household 
customers who  
are receiving  
non-financial 
support

4.5 4.6 New measure  New measure  

Satisfaction 
of household 
customers who are 
on our vulnerability 
schemes during a 
supply interruption

Target set in 
2019/20*

Target set in 
2019/20*

New measure New measure

Our	six	new	performance	commitments	on	vulnerability	are	based	on	us	achieving	the	
highest-ever	overall	level	of	satisfaction	that	we	have	seen	–	for	any	customer	type,	
since	we	started	measuring	customer	satisfaction

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

Target set in 
2019/20*

Target set in 
2019/20*

New measure New measure

*  we will be undertaking baseline surveys to set our performance commitments  
for these new satisfaction measures, so they are in place for the start of the  
2020 to 2025 period
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Outcome

 
 
Measure

2025 
performance	
commitment	

 
2040  

ambition

 
Our	2017/18	
performance	

%	change	
from	2017/18	

to	2025

Our customers 
trust the 
safety and 
quality of their 
tap water 

Number of 
customer contacts 
about tap water 
appearance (per 
1,000 population)

0.79 0.50 1.32 40% 

This	means	a	40%	reduction	in	contacts	from	customers	from	a	starting	point	of	being	
just	below	the	industry	average	position	for	number	of	contacts	per	1,000	population.
We	have	a	unique	treatment	challenge	posed	by	raw	waters	rich	in	iron	and	
manganese	from	greensand	boreholes,	with	few	alternative	sources	in	what	is	a	water	
stressed	region

Number of 
customer contacts 
about tap water 
taste and odour (per 
1,000 population)

0.29 0.09 0.51 44%

This	means	a	44%	reduction	in	contacts	from	customers	from	a	starting	point	of	being	
just	below	the	industry	average	position	for	number	of	contacts	per	1,000	population.
Achieving	this	target	will	put	us	in	the	upper	quartile	for	all	companies	not	using	
chloramination	to	reduce	taste	and	odour	issues

Water quality 
Compliance Risk 
Index (CRI)

0 0 2.03 New measure

We	aim	to	have	zero	water	quality	failures	during	2020	to	2025

Developers 
are happy with  
the service 
we provide to 
them 

Developer 
experience measure 
(D-MeX) 

Upper quartile Upper quartile New measure New measure 

This	is	a	new	common	performance	commitment	for	the	entire	industry	and	we	are	
aiming	to	be	upper	quartile	for	this	measure	

We help 
customers 
out of water 
poverty 

Household 
customers receiving 
financial support

65,000 135,000 21,445 203%

The	target	is	a	substantial	increase	in	the	number	of	customers	receiving	financial	
support.	This	will	be	delivered	through	increasing	our	customer	care	team,	more	
collaboration	and	partnerships	with	a	range	of	stakeholders

3.2.2	 OUR	2020	TO	2025	PERFORMANCE	COMMITMENTS	CONTINUED
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Outcome

 
 
Measure

2025 
performance	
commitment	

 
2040  

ambition

 
Our	2017/18	
performance	

%	change	
from	2017/18	

to	2025

We give 
customers 
extra help 
when they 
need it 

Household 
customers receiving 
non-financial 
support

60,000 150,000 9,325 543%

This	would	take	the	number	of	customers	on	our	Priority	Services	Register	to	60,000	–	
more	than	six	times	the	current	number	We	believe	our	new	target	is	likely	to	be	at	or	
around	the	frontier-leading	position

Leakage levels 
are sustainable 
and supported 
by customers

Leakage reduction 
target 

10% reduction 
three year 

average 
14% reduction 

for annual 
target 

33% -0.7% 
(relative to 

2019/20 
baseline)

14%

We	are	already	among	the	top	five	water	companies	for	our	leakage	performance.	We	
have	reduced	leakage	consistently	every	year	since	this	measure	was	introduced	but	
are	committing	to	reduce	it	by	a	further	14%.	Due	to	our	strong	performance	it	will	be	
more	challenging	to	maintain	our	position	as	one	of	the	best	performing	companies

Customers are 
empowered to 
reduce their 
water use 

Per capita 
consumption (three 
year average)

140 125 154 9%

Customers	in	our	area	have	the	highest	water	use	in	the	UK,	due	to	it	being	warmer	
and	drier	and	more	affluent	–	which	all	drives	more	outdoor	use	of	water,	particularly	
garden	watering.	Using	our	innovative	toolboxes	our	ambition	is	to	help	customers	
reduce	their	water	use	to	140	litres	per	person	per	day	by	2025.	This	can	only	be	
achieved	by	behavioural	change	as	we	have	already	reduced	demand	by	16%	from	our	
metering	programme

All the water 
we supply is 
accounted for

Gap sites
 

Programme 
Achieved 

Programme 
Achieved 

New  
measure 

New  
measure

We	will	match	all	of	the	one	million	properties	in	our	supply	area	to	standard	UK	
address	databases	by	2025.	This	has	never	been	undertaken	before	on	such	a	scale,	 
or	in	a	single	five-year	period

Percentage 
of household 
properties that  
are empty 

2.1% 2.1% 2.2% 4.5%

Percentage of 
businesses that  
are empty

8.1% 8.1% 8.1% Stable

We	want	to	retain	our	position	as	a	top	five	performing	water	company	for	these	 
new	measures
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Outcome

 
 
Measure

2025 
performance	
commitment	

 
2040  

ambition

 
Our	2017/18	
performance	

%	change	
from	2017/18	

to	2025

Our water 
supplies are 
maintained 
during 
more severe 
droughts

Risk of severe 
restrictions 
in a drought – 
percentage of 
population affected

0 0 0 Stable

We	are	targeting	activities	that	mean	we	can	cope	with	a	drought	twice	as	severe	as	
we	can	cope	with	now

Our water 
supply 
network is 
resilient for 
this generation 
and the next 

Unplanned outage 4.6% 4.5% New measure New measure 

This	is	a	new	common	performance	commitment	for	the	entire	industry	so	we	have	
no	company-specific	or	sector-wide	comparative	data	to	work	from.	We	are	aiming	to	
reduce	unplanned	outage	by	a	further	2.8	million	litres	of	water	a	day	(-7.8%)	by	2025	

Company sites 
protected from the 
risk of flooding

92 N/A New measure  New measure 

We	need	to	make	sure	our	critical	sites	can	withstand	flooding	from	a	1	in	a	1,000-year	
event.	We	have	92	sites	that	need	improving	to	prevent	flooding.	This	represents	a	
68%	increase	in	the	number	of	schemes	we	will	have	to	deliver	compared	to	the	2015	
to	2020	period

Event Risk Index 0 0 69.2 N/A 

We	will	aim	to	have	zero	water	quality	events	during	2020	to	2025

Average 
water supply 
interruptions, per 
property, over three 
hours

4 minutes 3.1 minutes 43.9 minutes 91%

This	means	a	91%	improvement	in	our	performance	–	from	average	to	upper	quartile	
performance	in	the	industry

Number of water 
mains bursts per 
1,000km of pipe

183 183 186 2%

The	challenge	is	to	maintain	the	low	number	of	bursts	on	our	pipes	–	despite	the	fact	
we	are	actively	putting	more	resources	into	finding	and	fixing	more	of	them	to	keep	
leakage	levels	as	low	as	we	can

Properties at risk 
of low pressure 
(per 10,000 
connections)

0.5 0.5 0.5 Stable

We	need	to	retain	our	position	among	the	top	five	water	companies	for	this	measure

3.2.2	 OUR	2020	TO	2025	PERFORMANCE	COMMITMENTS	CONTINUED
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Outcome

 
 
Measure

2025 
performance	
commitment	

 
2040  

ambition

 
Our	2017/18	
performance	

%	change	
from	2017/18	

to	2025

Our 
environment 
thrives, now 
and into the 
future

Greenhouse gas 
emissions (kgCO₂ 
per million litres of 
treated water)

58 58 288 80%

Reducing	our	greenhouse	gas	emissions	by	80%	means	that	by	2025	we	will	be	
producing	230	kilograms	less	C02	per	million	litres	of	treated	water	–	despite	the	fact	
that	water	is	heavy	and	the	process	of	abstracting,	treating	and	distributing	large	
volumes	is	an	energy	intensive	process

WINEP completion Completed Completed New measure New measure

Water	Industry	Natural	Environment	Programme	is	a	legal	programme	consisting	of	
environmental	work	around	biodiversity,	abstractions	and	catchment	management	

Number of hectares 
of land enhanced 
to increase 
biodiversity

1,460 1,822 New measure New measure

This	measure	drives	a	25%	improvement	in	managed	activity	with	third	party	
landowners,	and	on	our	own	sites,	to	improve	biodiversity

Number of hectares 
of land privately 
owned/managed 
that has benefited 
from improved 
catchment 
management

14,217 20,499 New measure New measure

We	have	six	new	performance	commitments	specifically	around	the	environment.	
Among	them	is	this	measure	to	drive	a	50%	improvement	in	engagement	with	farmers	
and	landowners	to	drive	changes	in	practice	and	behaviour	that	reduces	pollution	and	
protects	raw	water	quality	in	streams,	rivers	and	reservoirs	and	the	wider	environment	too

Abstraction Incentive Mechanism (baseline million litres per day)

– Kingston
– Charing
– Itchel

0
0
0

0
0
0

No trigger
New measure
New measure

N/A
New measure 
New measure

These	sites	will	need	to	be	controlled	to	produce	less	water	so	as	to	not	harm	the	
environment

Percentage of 
abstractors engaged 
with to improve 
catchment resilience

20% 40% New measure New measure

We	will	need	to	use	our	toolboxes	to	drive	a	sustained	and	positive	change	in	behaviour	
to	meet	our	commitment

3.2.2	 OUR	2020	TO	2025	PERFORMANCE	COMMITMENTS	CONTINUED
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PLAY	AN	ACTIVE	ROLE	REGIONALLY	IN	
RELATION	TO	THE	IMPACT	OF	HOUSING	
GROWTH	ON	WATER	
What	we	will	do
Develop a policy together with local stakeholders – 
appreciating the balance of supplying water, the need for 
society to ensure environmentally sustainable future water 
resources, and also the ongoing support of the south east 
region and its economic development

Respond to 100 per cent of all national, local and regional 
authority consultations

Appendix	3	
Responsible 
business

3.3  OUR RESPONSIBLE BUSINESS COMMITMENTS
We recognise we are the provider of an essential service with a monopoly position.

With this comes a responsibility to make sure our actions and behaviours – as well as 
our performance – underpin the high level of trust our customers and stakeholders 
have in us as a business.

That trust is earned by being transparent in everything we do, and stand for. Trust 
and transparency is also key to addressing the confidence and legitimacy issues that 
the water sector currently faces.

That is why this plan sets out our ambitions for being known as a company that has 
strong social and corporate ethics; and is proud to advocate and demonstrate what 
those ethics are. 

What	we	want	to	deliver	for	society

We want to make a positive impact for society and believe this will help us achieve 
our vision – to be the water company people want to be supplied by and want to 
work for.

Our business plan is about customer satisfaction responsibly delivered. The 
outcomes in our plan come from a business that takes a long-term view and puts 
both people and the planet at the heart of its decision making. 

Alongside these we have developed a suite of 10 additional responsible business 
commitments for key areas which customers and stakeholders have told us 
represent what being a responsible business is. These are:
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ENSURE	FAIR	PAY,	REWARD	AND	RECOGNITION	
FOR	ALL	OUR	EMPLOYEES	
What	we	will	do
Ensure our executive salaries are reasonable and justifiable

Improve gender pay gap year-on-year

Achieve Gold Investors in People (or equivalent) by 2025

SUPPORT	THE	TAP	WATER	REFILL	CAMPAIGN	TO	
REDUCE	PLASTIC	BOTTLED	WATER
What	we	will	do
Increase the number of refill-designated businesses within  
our region

Run an annual hydration campaign in conjunction with Refill

DEVELOP	A	FUTURE	GENERATION	SCHOOLS	
PROGRAMME	ON	WATER
What	we	will	do
Increase water education activities to reach 10,000 children 
by 2025

Upgrade our education materials for our key visitor sites at 
Arlington and Ardingly 

Work with local communities to develop an education centre 
for new reservoirs and ensure these are included in our plans

Continue to build on our STEM ambassador programme and 
run the Know h2ow awards annually – working in partnership 
with the STEM Hub to promote this and encourage other 
organisations to take part too

CREATE	MORE	PARTNERSHIP	COMMUNITY	
PROJECTS	ON	WATER	USE	AND	VULNERABILITY
What	we	will	do
Increase the number of community projects per year working 
with universities

Increase the number of community projects per year working 
with local charities

Develop a partnership project to look at water footprint, 
beginning in 2020
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NATURAL	CAPITAL	ACCOUNTING
What	we	will	do
We will adopt a natural capital approach to ensure we 
value our impacts and dependencies on nature in the 
decisions we make

RENEWABLE	ENERGY	MEASURES
What	we	will	do
We will publish a range of supplementary metrics that 
highlight the percentage mix of our energy sources and also 
include information on our energy efficiency and the impact 
of our land acting as a “carbon sink”

IMPROVING	HEALTH,	SAFETY	AND	WELLBEING	OF	
OUR	PEOPLE	AND	COMMUNITIES	
What	we	will	do
We will report on our progress against our Thrive 365 strategy

Continue to report number of breaches of health and safety 
regulations

TRANSPARENCY	OF	REPORTING
What	we	will	do
Maintain our self-assured rating for our Company Monitoring 
Framework (CMF)

Continue to report number of breaches of abstraction licences, 
discharge consents and environmental permits

Continue to report number of pollution incidents  
(category 1 and 2)

Continue to report number of compliance breaches of other 
statutory obligations and licence conditions

Report on further vulnerability measures alongside our 
performance commitments

Continue to report number of breaches of national security 
obligations
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3.4  HOW WE WILL REPORT ON OUR PERFORMANCE  
AND RESPONSIBLE BUSINESS COMMITMENTS

Taking an open and transparent approach to reporting our performance is 
fundamental to being a responsible business; it is also vital to maintain our 
customers’ trust and confidence in what we do and stand for.

We will report on our performance in the following ways:

•	 Regular	reporting	to	our	Board	and	employees

•	 quarterly	updates	on	our	website

•	 quarterly	reporting	to	our	CCG
•	 quarterly	reporting	to	our	investors
•	 	annual	reporting	through	our	Performance	People	and	Planet	report	and	 

Annual	Financial	Report

• annual	reporting	through	our	CMF

Along with these formal reporting routes we will provide regular updates to our 
customers and communities via social media, press releases and our community 
engagement activities as part of our engaging out loud approach to communicating 
in future.

All these activities build on the improvements we have already made in the 
monitoring and reporting of our performance. We have been classified as a self-
assured company via our CMF for the last two years and aspire to maintain this 
position – not just to meet regulatory expectations but because we are proud of our 
pure know h2ow and want to share that with our customers and stakeholders who 
are also keen to learn more about water.

TRUSTED	CORPORATE	GOVERNANCE	
What	we	will	do
We will follow best practice on Board composition  
and governance

We will not issue any new debt from the Cayman Islands  
and will look to remove debt that is held there as soon  
as practicable
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“TO DELIVER 
THESE TARGETS 
WE WILL CARRY 
OUT A RANGE 
OF ACTIVITIES 
THAT BUILD 
ON OUR WORK 
TO IMPROVE 
CUSTOMER 
SATISFACTION
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4 
WHAT WE WILL DO TO 
MEET OUR PERFORMANCE 
COMMITMENTS 

4.1 INTRODUCTION 
The performance commitments we have made in this plan have 
been created with stakeholders and customers. 

These support our ambition to not only measure our 
performance with more traditional metrics but to introduce 
more innovative measures, including new satisfaction measures 
that are a natural evolution of our existing approach. This 
ensures we remain incentivised to deliver even higher levels  
of service.

Many of our outcomes and performance commitments are 
focussed on areas which we know are the most important to 
customers, particularly around supporting there in vulnerable 
circumstances and the environment. 

It is also why some of our outcomes also include areas where 
we have committed to going beyond our more traditional role 
of public water supply – for example we have committed to 
engaging with other water abstractors with the aim of delivering 
wider environmental benefits. 

As well as being supported by customers and stakeholders, 
collectively our outcomes and performance are the most 
ambitious yet. They have been designed that way so we not 
only improve the service our customers receive but also drive us 
to innovate – as innovation is undoubtedly needed if we are to 
deliver on our promises.
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4.2	 	OUTCOME:	CUSTOMERS	ARE	HAPPY	WITH	THE	
SERVICE WE PROVIDE 

Customer satisfaction remains the core theme of this plan but we have evolved how 
we measure our performance of it in two distinct ways:

•  Measuring overall and segmented satisfaction among our customers 

•   developing a suite of six new performance commitments specifically around 
services to customers in vulnerable circumstances 

Measure Performance commitment in 2024/25

Customer experience measure Achieve upper quartile peformance

Segmented satisfaction of  
household customers

Global Advocates

Me, Myself and Mine

Busy Jugglers

Mindful Optimists

Living for Today

Careful Neighbours 

 

4.5 out of 5 

4.5 out of 5

4.5 out of 5

4.5 out of 5

4.5 out of 5

4.5 out of 5

Satisfaction of household customers 
who are experiencing payment 
difficulties

4.5 out of 5 

Satisfaction of household customers 
who are receiving non-financial support

4.5 out of 5

Satisfaction of household customers 
who are on our vulnerability schemes 
during a supply interruption 

Target will be set in 2019/20*

Household customers receiving 
financial support 

65,000

Household customers receiving  
non-financial support 

60,000

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

Target will be set in 2019/20*

*  we will be undertaking baseline surveys to set our performance commitments  
for these new satisfaction measures, so they are in place for the start of the  
2020 to 2025 period
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4.2.1 WHAT WE WILL DO FOR HOUSEHOLD CUSTOMERS
Our segmented satisfaction targets for 2020 to 2025 are based on ensuring all 
customers are happy with the service and communication they receive from us; they 
are customised to meet their expectations and go beyond the average customer.

To deliver these targets we will be carrying out a range of activities that build  
on the work we have been doing around customer satisfaction since 2015. 

These activities will be underpinned by our customer behaviour change toolbox 
where will be using behavioural science techniques to deliver our performance 
commitments.

The focus of our activities will be around the following.

Our culture 

•  Building on our cultural change programme and our vision and values

•  embedding new customer segments into our business so that whether talking to 
customers by telephone, email or face to face we can more easily identify their 
different attitudes and beliefs and adapt our approach

•  extending the behavioural training to all customer-facing teams and include our 
new customer segments in this training

Our insight and learning

•  New non-executive director led steering group to ensure our insight and 
engagement approaches are strategic, coordinated and targeted to our 
customers’ priorities

•  implementation of a new dedicated Customer Insight Team that gathers all 
engagement and learning – and systematically captures it in a new insight 
hub – to ensure we continually test, learn, adapt and implement new ideas and 
improvements and evolve and fine-tune our customer segmentation 

•  development of a new knowledge hub for our business, based on Google search 
methods, which ensures all teams are up to date with the latest information and 
answers to common customer enquiries

Our business processes and services

•  Investigating what new services we can develop based on the differing needs and 
attitudes of our customers – and helping customers in a more holistic way with 
their use of water

•  understanding and producing demand management strategies at a regional level, 
and sharing our approach to water efficiency using social norming techniques

How we communicate

•  Different communications so that our language and the information we provide 
to customers is more targeted and effective

•  co-ordinated campaigns to customer segments using tailored messaging and 
targeting techniques. This will help us particularly with campaigns around water 
efficiency, preparing for winter, and high demand

•  adapting our communication approaches based on how customers choose to 
interact with us and what they tell us is important to them

Appendix 16 
Innovation
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4.2.2 WHAT WE WILL DO FOR WATER RETAILERS AND BUSINESSES

One thing is clear from our ongoing and business plan-specific engagement with 
water retailers and businesses – our flexible and open approach is supported and 
welcomed. Business feedback has also given us insight to what their issues and 
priorities are, and the role they expect us to play in supporting the retail market 
and their own business-led aspirations. To ensure we play our part we have made a 
number of commitments to the market, to water retailers and to businesses.

Commitment Activities

To support 
the 
continued 
development 
of the 
business 
retail water 
market

•  Improving data quality and accuracy

•  holding the % of void businesses 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 CMF

•  contributing to the development of market systems  
and processes

To provide 
an industry 
leading 
wholesale 
service 
for water 
retailers

•  Providing technical support and advice including a range of 
services and engagement approaches

•  simplifying tariffs and charges and ensuring 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

•  Ensuring the level of service provided is the same regardless 
of whether it is provided directly or via a water retailer

•  improving engagement and communications with business 
customers

•  incorporating our business customer engagement into our 
customer insight database

•  introducing greater water management support and 
technical advice, to help business customers become more 
resilient too – a key element of delivering our resilient 
customer concept

SECTION 4
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4.3	 	OUTCOME:	DEVELOPERS	ARE	HAPPY	WITH	THE	
SERVICE WE PROVIDE TO THEM 

The new developer experience measure (D-MeX) is a natural iteration of our current 
innovative approach with household customers, which measures their satisfaction 
with our service.

This new measure will provide developers with the opportunity to rate the service 
they receive from water companies and see how that performance compares across 
the sector.

Measure Performance commitment in 2024/25 

Developer experience measure To achieve upper quartile performance

4.3.1 WHAT WE WILL DO

Our developer services activity for the 2020 to 2025 period will have a strong focus on: 

•  Establishing a dedicated contact centre for all types of developers

•  fair and affordable charges that encourage house building and support the 
economic growth of the region – while also ensuring current and future water 
supplies are secure, sustainable and resilient to changing demands 

•  having a service structure that:

 •  is effective and efficient for all types of customers who may need to use  
our services 

 • ensures a level playing field for all

 •  continues to evolve our listening and learning engagement with all customers 
delivering new developments so we can meet their needs and expectations

 •  is more innovative in partnering with new development customers to achieve 
shared goals, for example around reducing demand for water

Appendix 5 
Growth and new 
development

SOUTH EAST WATER

60



SECTION 4

4.4	 	OUTCOME:	OUR	CUSTOMERS	TRUST	THE	SAFETY	
AND QUALITY OF THEIR TAP WATER 

Our customers and stakeholders continue to have a strong focus on the safety and 
quality of their tap water.

We have the same strong focus too, which is embedded in our drinking water safety 
plans (DWSP) which assess all the risks to water quality from source to tap. 

Using these tools we have developed three performance commitments to maintain 
water quality. 

Measure Performance commitment in 2024/25

Number of customer contacts  
about tap water appearance  
(per 1,000 population)

0.79 

Number of customer contacts  
about tap water taste and odour 
(per 1,000 population)

0.29

Compliance Risk Index 0

4.4.1 WHAT WE WILL DO

Appearance and taste and odour of tap water 

The key areas of activity which will deliver the reduction in appearance  
contacts include: 

On our pipe network: 

•   Flushing at least 10 per cent of our water network every year 

•  adopting new ways of renovating our large water mains 

•  using online water quality monitors, installed in strategic 
locations, to gain real time understanding of sediment 
movement and pressure changes in our pipe network 

•  introducing a smart network monitoring programme

•  operational sampling programmes so we:

 •  have a better understanding of metal concentrations in our 
water supply zones 

 •  can identify water quality ‘hot spots’ to ensure our water 
treatment works can deal with these issues

Appendix 6 
Water quality
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For our water treatment works: 

•   Online monitoring at all our water treatment works with 
additional alarms and shut down processes for critical 
parameters 

•   using innovative treatment solutions such as SeaQuest

•   targeting investment in our water treatment works 

•   risk-based inspection and maintenance regimes for water 
quality monitors

For our customers: 

•   Increased customer engagement on water quality issues 
through targeted communications, and using our customer 
behaviour change and partnership toolboxes to drive greater 
water quality resilience

Compliance Risk Index (CRI)

We have a robust risk assessment and risk management approach for all our systems 
and processes. This is embedded into our DWSP. These risk assessments are updated 
on a monthly basis with analytical results from our monitoring programme. 

Our safety plans also incorporate information from recent water quality incidents 
and the number of customer contacts. All this information is fed into our asset 
management strategy, so that the risk of not meeting water quality standards and 
aesthetic qualities is minimised.

Any unacceptable risks which are identified will lead to a programme of remedial 
works. Where the risk is associated with a new obligation, or a change in the 
deterioration of a water source for example, we will discuss the remedial works 
with our regulator, the Drinking Water Inspectorate (DWI), to determine whether a 
programme of work is required.

It was this approach that saw two schemes identified for the 2020 to 2025 period, 
both of which are needed to address a deterioration in the quality of the raw water 
we are abstracting. The schemes require the installation of: 

•   A new nitrate removal process at Woodgarston Water Treatment Works

•   a new chromium removal process at College Avenue Water Treatment Works

In addition to these schemes, there are a number of other activities which ensure we 
can meet our CRI performance commitment, including:

•   Catchment investigations and management to reduce catchment risks and 
minimise hazards at our water treatment works 

•   a comprehensive operational sampling regime, significantly over and above the 
level of monitoring and reporting required by regulators, to identify and monitor 
potential hazards in our catchments and ensure our water treatment works can 
deal with these issues 

•   a programme of water treatment works and service reservoir audits which feeds 
directly into our capital maintenance and investment programme
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•   deterioration modelling to ensure the capital maintenance programme is 
optimised to minimise water quality risks 

•   targeted water quality investment in our water treatment works 

4.5	 	OUTCOME:	LEAKAGE	LEVELS	ARE	SUSTAINABLE	AND	
SUPPORTED BY CUSTOMERS

Tackling leakage remains a high priority for our customers and they also told us they 
expect us to reduce it further and more quickly too. This performance commitment 
recognises the shared importance we also place on making every drop count.

Measure Performance commitment 2024/25

Leakage reduction target 10% reduction from 2019/20 baseline  
– three year average 

14% reduction – annual target

4.5.1 WHAT WE WILL DO 

We will build on our industry-leading leakage performance in two distinct ways:

Smart water networks

These help identify those leaks – including the smaller weeps and seeps – that are 
more difficult to find. Our work in this area will include:

•  Further deployment of pressure sensors and acoustic loggers

•  installing monitoring equipment across critical distribution mains and  
service reservoirs

•  quicker processing of data for reactive alarms

•  real time network modelling

•  more extensive use of night-use data

•  advanced metering infrastructure to give more detailed consumption readings

Calm water networks

These help smooth and stabilise water pressures in the water supply network so that 
leaks are minimised. Our work in this area will include:

•  Optimising our existing pressure management equipment and pumping 
technologies

•  using high frequency loggers to improve our knowledge of what causes  
pressure surges

73% of	the	water	that	will	meet	new	demand	by	2080	will	come	
from	saving	more	through	leakage	and	water	efficiency

Appendix 11 
Our investment 
plan
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Water resources
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4.6	 	OUTCOME:	CUSTOMERS	ARE	EMPOWERED	TO	
REDUCE THEIR WATER USE

Customers tell us that they want to do their bit to further reduce demand for water 
but need the information and tools to help them do it. 

We need to build on the reductions already achieved from our metering programme 
– from 2011/12 to 2016/17 we were successful in helping customers reduce the 
water they used from 172 litres to 151 litres per person per day.

This performance commitment makes sure that the water we do have goes much 
further; and that customers have the tools to take more control of their own use –  
a very strong theme that emerged right across our engagement activity with them.

Measure Performance commitment 2024/25

Per capita consumption 140 litres per person per day 
– three year average 

4.6.1 WHAT WE WILL DO

We have set ourselves the challenge of reducing average household consumption 
by seven per cent so that we achieve a performance commitment of 140 litres per 
person, per day by 2025 (based on a three year average). This target is particularly 
challenging as, unlike many other companies, we have already achieved a significant 
reduction in water use from our metering programme.

Among the activities we will deliver are: 

•  Using our successful behavioural science techniques, and tailored 
communications and water usage information, to nudge customers to change 
their water usage behaviour as part of our resilient customer concept 

•   targeting water efficiency home visits to up to 8,000 vulnerable customers each 
year who also stand to benefit most from lower water bills – and potentially 
fitting water devices at home for up to 2,000 of these customers each year

•   using our partnership toolbox to further work with:

 •  more stakeholders – including water retailers, developers and associations like 
WaterSafe and Waterwise – to drive greater promotion, take-up and use of 
water efficient products in homes and businesses 

 •  more community groups on water usage projects – one of our key responsible 
business measures 

•   providing six-monthly home water audit reports to nearly 800,000 metered 
households to provide a greater linkage between how much water they use and 
their bills – with access to an online water audit, advice and free water saving 
devices to drive further water use reductions 
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•   run a smart networks trial for 200,000 metered households to record water 
usage every 15 minutes so we can use the data to improve our understanding 
of customers’ water habits; and identify customer side leaks or high/unusual 
patterns of water use 

•   using artificial intelligence systems – used by the Royal Navy to identify asset 
failures on destroyers – to help us identify quickly any of our failing assets; and 
better understand customers’ water usage and behaviour, particularly after the 
recent heatwave when we identified demand trends we could not explain

4.7	 	OUTCOME:	ALL	THE	WATER	WE	SUPPLY	IS	
ACCOUNTED FOR

These new performance commitments will make sure we can account for all the water 
we abstract and supply – which is particularly important in a water stressed region. 

Measure Performance commitment 2024/25

Gap sites (properties that are using 
water but are not billed or on company 
billing systems) 

Achieve programme of work to identify 
gap sites 

Percentage of household properties 
that are empty 

2.1%

Percentage of businesses that are 
empty 

8.1% 

4.7.1 WHAT WE WILL DO 

For gap sites we will match all the properties on our system against a third party 
database of addresses in our region – and then reconcile both to identify any 
potential gap sites, or where potential gap sites are linked to other existing supply 
points. We can then identify any changes that may need to be made to the property 
information we hold and update our billing systems. This will also benefit the 
sewerage providers in our supply area.

For household and business voids, we will maintain our industry-leading position 
around the percentage of empty properties in our supply area. We will do this 
through our office and field based activities to identify new occupiers and make our 
change of occupier processes robust. We believe this is important so our bills remain 
affordable and fair – which is a benefit to all customers.  
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4.8	 	OUTCOME:	OUR	WATER	SUPPLIES	ARE	MAINTAINED	
DURING MORE SEVERE DROUGHTS 

We have developed a performance commitment specifically to protect customers 
from more severe water use restrictions – such as standpipes and rota cuts – in a 
more serious drought.

Measure Performance commitment 2024/25

Risk of severe restrictions in a drought 
(percentage of population affected)

0% 

4.8.1 WHAT WE WILL DO 

Our WRMP includes a wide mix of both demand and supply side solutions (including 
the leakage and water usage reduction options outlined in Sections 4.5 and 4.6) that 
meet the future demand for water. 

Over 50 per cent of the new water we need from 2020 to 2025 comes through 
leakage and water use reductions. 

The remaining water comes from the development of boreholes and a river source 
at the former site of Aylesford Newsprint in Kent. This scheme should be capable of 
delivering 18 million litres of water a day, and emerged after we actively sought out 
underutilised or dormant water licences held by third parties that could help to keep 
taps flowing.

Many schemes require significant planning and lead times so in the next five years 
we will also begin work to deliver the following:

Schemes to be delivered after March 
2025 but which need investment 
before this date 

Delivery year

Internal zonal transfer scheme 2025

Inter-company transfers 2030

New Broad Oak Reservoir 2033

New Arlington Reservoir 2035
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4.9	 	OUTCOME:	OUR	WATER	SUPPLY	NETWORK	IS	
RESILIENT FOR THIS GENERATION AND THE NEXT 

Our customers and stakeholders want their water supplies and that of future 
generations’ water supplies to be resilient – whatever the weather and challenge. 

We have developed six performance commitments that maintain the high levels of 
service our customers expect and pay for. 

Measure Performance commitment 2024/25

Unplanned outage of water supplies 4.6%

Company sites protected from the risk  
of flooding 

92

Event Risk Index 0

Average water supply interruptions, 
per property, over three hours

4 minutes 

Number of water mains bursts per 
1,000km of pipe

183

Properties at risk of low pressure  
(per 10,000 connections)

0.5 

4.9.1 WHAT WE WILL DO

Unplanned outage of water supplies

Outage is the loss of an asset that supplies water – typically a water treatment 
works or pumping station. 

Our key tool in reducing outage, and maintaining it at low levels, is the effectiveness 
of our maintenance programme. We have created an asset maintenance programme 
using the following tools:

•  Asset deterioration models that consider all elements of an asset's performance

•  programme optimisation tools that ensure we deliver the maintenance activity 
efficiently and reduce risks when we are carrying out maintenance

•  running multiple scenarios to assess the most appropriate set of schemes that 
deliver optimum outage
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Company sites protected from the risk of flooding 

We have identified 92 water production sites that need greater protection from 
flooding – a 1 in 1,000 year rainfall event – so we can keep them running and 
customers’ taps flowing whatever the extremes of weather. Our investment will 
include the installation of a range of flood mitigation measures such as removable 
flood gates, permanent flood walls and flood-proof kiosks.

Event Risk Index

The Event Risk Index (ERI) is a new measure, introduced by the DWI in 2017, to 
quantify the risks from water quality events in line with their risk-based approach  
to regulation. 

The programmes of work identified in the following sections of this plan will all help 
us to deliver on our commitment for ERI:

4.4 outcome: our customers trust the safety and quality of their tap water 

4.8 outcome: our water supplies are maintained during more severe droughts

4.9 outcome: our water supply network is resilient for this generation and the next

4.10 outcome: our environment thrives now and into the future 

Average water supply interruptions, per property, over three hours

Many of the actions we will take to reduce leakage will also help us to meet our 
water supply interruptions performance commitment, as they reduce the likelihood 
and impact of the pipes failing. 

That said, we have identified a number of specific activities that will reduce the 
likelihood of customers suffering water supply interruptions:

•  Improving the interconnectivity of our mains network so that we are able to 
move more water to areas where an asset has failed so we can maintain supply 

•  reducing the number of customers who are reliant solely on one source for their 
water supply 

•  improving our operational efficiency and response rates through better uses of 
data and smart networks

•  using the lessons learnt from the freeze thaw event to improve our decision-
making on when and how to remove assets from service for maintenance  
or cleaning

•  trialling a logistics tool – developed for the military – that means we can deploy 
field staff and spare parts more quickly to improve repair times
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Number of water mains bursts per 1,000km of pipe

The approach we use to control the number of water mains bursts is similar to how 
we reduce outage – we use well-established deterioration and optimisation models 
to flag when and where we need to intervene.

These models include further dimensions – such as how corrosive the soil is, the 
sensitivity of the assets to ground movement and temperature – so we can predict 
their future performance.

An added challenge we now face is that our commitment to reduce leakage will 
inevitably mean we begin to discover previously hidden weeps and seeps that could 
have been running for many years – which all contribute to our burst water mains 
performance. In the spirit of the ambition we have shown throughout this plan, we 
have still challenged ourselves not to let water mains burst increase during the 2020 
to 2025 period. 

Properties at risk of low pressure

A key learning from sustained periods of high demand – including the Summer 2018 
heatwave – showed there are some areas where our water supply network is less 
resilient, which can then cause customers to experience low pressure.

We have identified a scheme that increases the water storage at one of our key 
water treatment works in Hampshire so that we can reduce the risk of low pressure 
to 4,000 customers when significant extra demand is placed on our water supply 
network. We also expect our smart water networks activity (see section 4.5.1) to 
highlight areas where customers may be experiencing low pressure that we have not 
previously identified.

Arming	our	forces	
The	military	uses	a	simulation	model	to	work	out	what	
resources	and	equipment	are	needed	for	medical	evacuations	
during	conflicts.	We	are	using	the	same	simulation	tool	to	
determine	our	response	when	we	have	multiple	burst	mains
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4.10	 	OUTCOME:	OUR	ENVIRONMENT	THRIVES	NOW	AND	
INTO THE FUTURE 

These performance commitments ensure we will meet all our legal obligations to the 
environment, while also addressing our customers’ and stakeholders’ desire to see 
us reduce our greenhouse gas emissions. We will also take a greater role in leading 
the protection of the environment. Our investment in this area will ensure we not 
only protect the environment's resilience but improve it. 

Measure Performance commitment 2045/25

Number of hectares of land enhanced 
to increase biodiversity

1,460

Completion of WINEP Achieve programme of current 
statutory requirements

Number of hectares of land 
privately owned/managed that has 
benefited from improved catchment 
management

14,217

Abstraction Incentive Mechanism 
(above the AIM baseline, million litres 
per day)
– Kingston 
– Charing 
– Itchel

 
 

0 
0 
0

Percentage of abstractors engaged 
with to improve catchment resilience

20%

Greenhouse gas emissions (kgCO2 per 
million litres of treated water)

58 kgCO2
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Build more wildlife	corridors and 
connected habitats by focusing on 
sites which have the potential to 
support priority species and habitats 
– supporting Defra’s 25-year plan 
ambitions around of creating bigger, 
better and more joined-up habitats

Move 33 of our Sites	of	Special	
Scientific	Interest towards 
favourable condition 

Provide	greater	wildlife	protection 
and biodiversity enhancements on 
15	of	our	operational	sites in the 
South Downs National Park and at  
11	company-owned	woodlands 

PROTECTING 
WILDLIFE  
AND 
INCREASING 
BIODIVERSITY 

Extend our conservation work 
on 10 pilot projects to enhance 
wildlife and biodiversity on 
company-owned land 

Deliver pilot	partnership	projects	at	
Greywell	Fen	and	on	the	Little	Stour	
to offset environmental impacts of 
unsustainable abstractions and to 
provide resilience to drought 

Our environmental work in these 
areas also benefits our approach 
to managing invasive non-native 
species – which you can read 
about next
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4.10.1 WHAT WE WILL DO

Protecting wildlife and increasing biodiversity 

We want to give wildlife a resilient place to call home – and that means working to 
achieve a biodiversity net gain where we can, and should, on the land we own and look 
after to create bigger, better and more joined up habitats. Here is what we will do: 



Deliver the Water Industry National Environment Programme

The Water Industry National Environment Programme (WINEP) is a statutory 
programme of work that we need to deliver, and covers our key activities for 
restoring sustainable abstractions and improving raw water quality and biodiversity.

We will deliver a total of 65 schemes which address improvements needed in 
biodiversity, Invasive Non-Native Species (INNS), surface and groundwater 
catchment management, and Restoring Sustainable Abstractions. 

Table 4.1: 2020 to 2025 WINEP

Area of WINEP Number of Schemes

Biodiversity One Water Framework Directive river 
investigation

Invasive Non-Native Species (INNS) One new pipeline and upgrade to our 
Bewl Water Treatment Works and five 
smaller projects

Surface water catchment 
management

Eight projects across six catchments

Groundwater catchment management 28 projects across 10 Water Framework 
Directive groundwater bodies

Restoring Sustainable Abstraction 22 projects across 18 Water Framework 
Directive surface and groundwater 
bodies

INNS is a key area of concern due to the serious environmental or socio-economic 
harm caused and so forms a large part of our 2020 to 2025 WINEP programme. 
Included in the programme are measures to identify the risks posed by the spread of 
INNS to water quality, wildlife and biodiversity and how that can be prevented.

Similarly, our surface and groundwater catchment projects are key to preventing 
raw water quality deterioration in the long-term; they are also more cost effective 
than an alternative ‘end of pipe’ solution in the shape of nitrate treatment plants, 
which would cost £174 million to build with an annual running cost of £6 million, 
together with Metaldehyde treatment plants which would cost £159 million.

Our	surface	and	groundwater	catchment	projects	could	mean	we	do	not	
need	nitrate	and	Metaldehyde	treatment	plants
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Engage with landowners

We will continue to use our industry-leading and  
award winning partnership with Catchment Sensitive 
Farming.

We have targeted an achievement of 42 per cent 
engagement with landowners in priority/at risk 
areas, which is the equivalent of addressing the land 
management practices on circa 14,217 hectares in our 
supply area – our current performance is 9,627 hectares.

To achieve this we will undertake a range of activities, using our partnership and 
behaviour change toolbox approach, including:

•  Farm site audits, water efficiency and/or advice packages

•  development of beneficial biodiversity enhancement packages 

•  training – for example pesticide application training

•  pesticide calibration testing

•  involvement in crop trials/other trials to improve water quantity or quality

•  incentive payments to use alternative products

•  capital payments to improve farm infrastructure

• payments for Ecosystem Services

Reduce our abstractions at environmentally sensitive sites 

The objective of the Abstraction Incentive Mechanism (AIM) is to reduce the 
environmental impact of abstracting water at environmentally sensitive sites during 
times of low flow.

We have three sites, Kingston, Charing and Itchel, which are less resilient in times of 
low flow. Once environmental trigger levels are reached, abstraction at these sites 
will be reduced and other sources used.

This will rest the most vulnerable habitats and provide a direct benefit to the 
headwaters of chalk streams.
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Engage with other abstractors

Low flow issues within many of our rivers is of concern to 
our environmental stakeholders who also recognise that 
we are not the only abstractors of water.

We will undertake pilot projects on two rivers – the River 
Cuckmere and the Little Stour. The River Cuckmere is 
known to suffer from low summer flows but the cause for 
this is unknown – it is not associated with any drinking 
water abstraction as we take water downstream of 
where the low flows occur. 

Similarly, the Little Stour is a winterbourne river and can also suffer from low  
flows in summer. Three water companies abstract water from the groundwater 
sources that support the Little Stour which can also impact on the residual flows 
found in the river. 

To achieve our performance commitment we will undertake a range of activities, 
using our partnership and behaviour change toolbox approach, including:

•  Offering water efficiency audits and advice 

•  training specifically related to water efficiency, water application, sustainable 
water use

•  calibration tests for irrigation machinery and pumps etc

•  involvement in crop trials/other trials to improve knowledge of water demand, 
harvesting practices and water storage

•  incentive payments to use alternative sources to reduce demand on the rivers,  
or to fix on-site leakage

•  capital payments to improve farm infrastructure – particularly on-site storage 
resilience, investment in grey water/re-use systems, measurement of actual 
abstraction and impact on flows
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Reduce our greenhouse gases 

We have set ourselves an ambitious  
performance commitment target to reduce our  
carbon emissions through the following initiatives: 

•  Direct energy intervention – improving the  
energy performance of our existing assets;  
and replacing energy from the grid with more  
direct renewable sources for our current and  
future sites 

•  indirect energy intervention – using our purchasing power to buy more energy 
from renewable sources we can make a positive impact on the environment and 
support the wider use of and investment in renewable energy 

•  establish the value of our landholdings for their carbon storage so we can offset 
it against our emissions

•  transport electrification – we will pilot the use of electric vehicles across our 
commercial fleet to see if we can utilise more ‘green transport’ options

Natural capital valuation and accounting

We will adopt a natural capital valuation and accounting approach to ensure we 
value our impacts, and dependencies, on nature as we make our decisions; and build 
these capabilities more widely into the business.
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5
5.1  INTRODUCTION 
We have stretched our performance and ambitions for this plan 
with six new performance commitments specifically around 
affordable, accessible and protective services which are: 

Measure Performance 
commitment in 2024/25 

Satisfaction of household 
customers who are experiencing 
payment difficulties

4.5 out of 5 

Satisfaction of household 
customers who are receiving  
non-financial support

4.5 out of 5

Satisfaction of household 
customers who are on our 
vulnerability schemes during a 
supply interruption

Target set in 2019/20*

Household customers receiving 
financial support 

65,000

Household customers receiving 
non-financial support 

60,000

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

Target set in 2019/20*

*  we will be undertaking baseline surveys to set our performance 
commitments for these new satisfaction measures, so they are 
in place for the start of the 2020 to 2025 period

 
AFFORDABLE, 
ACCESSIBLE AND 
PROTECTIVE SERVICES 
FOR ALL 

“CUSTOMERS AND STAKEHOLDERS 
NOT ONLY IDENTIFY WHAT IS 
IMPORTANT TO FOCUS ON, BUT HELP 
US	CO-CREATE	THE	APPROACHES	
AND SOLUTIONS TOO
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These performance commitments have been created with participation from our 
customers, stakeholders, employees and CCG; so too has the vulnerability strategy 
that underpins these new performance commitments – you can read more about 
that in the next section. 

Our performance commitments:

•  Recognise the wider social role we have as the provider of an essential service in 
making sure our product and services are affordable,	accessible	and	protective	
for customers whose circumstances make them vulnerable

•  are underpinned by the significant efforts we have already made, via our 
dedicated Customer Care Team, to find, engage and help customers who may find 
themselves in vulnerable circumstances

•  are informed by the learnings we have made about our customers’ changing and 
complex needs – especially when things go wrong with their water supply 

Our learning continues – not least from the recent freeze thaw event in March 
2018 – about what more we need to do to find, engage and support customers in 
vulnerable circumstances. 

Our determination to meet the needs and expectations of all our customers, 
whatever their circumstances, is not in doubt. We are proud to be the first water 
company to have achieved full accreditation with the British Standard for inclusive 
service provision (BS 18477:2010); and have worked with the British Standards 
Institute to lead the way for more water companies to achieve this accreditation.

5.2	 	CO-CREATING	OUR	AFFORDABLE,	ACCESSIBLE	AND	
PROTECTIVE SERVICES STRATEGY 

5.2.1 WHO WE ENGAGED WITH 

ON AFFORDABILIT Y

Over 9,000 customers 
and stakeholders on the 
affordability of water and 
this plan – including those 
who may already be in 
circumstances which make 
them financially vulnerable 

ON ACCESSIBLE SERVICES

Three workshops with our 
own Customer Care Team, 
33 telephone interviews and 
five face-to-face case study 
interviews with customers in 
vulnerable circumstances,  
15 stakeholder workshops 
and telephone interviews

ON PROTECTIVE SERVICES

On protective services – 25 
telephone interviews and 
five face-to-face case study 
interviews with customers 
in vulnerable circumstances 
affected by the freeze thaw 
event; 15 focus groups with 
115 customers to explore 
what additional services we 
should offer; and what they 
would expect us to do when 
things go wrong with their 
water supply
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5.2.2 HOW OUR STRATEGY WAS SCRUTINISED, CHALLENGED AND ASSURED 

The development of our strategy has been through a rigorous process of scrutiny 
and challenge including from: 

•  Our CCG and dedicated vulnerability sub group of expert members – making sure 
our approach is robust, based on quality engagement with customers and wider 
insight; and that our approach will be targeted, efficient and effective 

•  shareholders and independent Non-executive directors. All have had a strong 
input into the strategy’s development and continuously attended vulnerability 
meetings, stakeholder workshops and customer focus groups and assured our 
plan and the promises it makes around vulnerability

5.3 WHAT WE LEARNT FROM OUR ENGAGEMENT

5.3.1   ABOUT THE AFFORDABILITY OF WATER – GENERALLY AND FOR THE 
FINANCIALLY VULNERABLE

Affordability of water generally 

Keeping bills affordable – so that it continues to be a value for money service –
remains a priority for customers. 

That said, customers have recognised two issues:

•  That the price of water should be linked to the quality of service, and so bills can 
go up – but that should only be by modest amounts 

•  there are some areas of their water supply service which warrant more 
investment – and potentially an increase in their bills – either because it remains 
a priority for them or a new area they want us to now focus on. These include: 

 •  reducing leakage further and quicker too 

 •  providing more water efficiency solutions and advice to drive down individual 
water use

 •  minimising the number of water supply interruptions ensuring water supplies 
are resilient to more severe droughts 

 •  protecting the environment – by reducing our greenhouse gases and doing 
more to improve biodiversity 

 •  extending the social tariff cross subsidy so that more financially vulnerable 
customers are supported 

 •  getting more vulnerable customers onto our PSR so they can benefit from  
extra support 
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Affordability of water for the financially vulnerable 

Customers who are already, or potentially, financially vulnerable are often acutely 
cost-conscious and so remain concerned about the affordability of water. 

Many of them are also fearful about going onto a meter as they do not know what 
the price difference will be until they get their six-monthly bill – which makes 
budgeting difficult for them. 

For some customers, this worry can be further exacerbated by medical issues that 
mean they need to use more water; or because they are aware that a sudden change 
in their circumstances – such as losing their job or dealing with a bereavement – 
could make them financially vulnerable. 

Stakeholders working in this area raised the same issues – not least because they are 
starting to see the impact of welfare reforms and rising costs, such as council tax, 
pushing more people, even those in employment, into becoming financially stressed. 

That is why they have urged us to do more to proactively find and engage these 
customers before they get into debt – a fact which is underpinned by our  
research which shows a low awareness of our financial assistance schemes. 

“CUSTOMERS WHO ARE 
ALREADY, OR POTENTIALLY, 
FINANCIALLY VULNERABLE 
ARE OFTEN ACUTELY  
COST-CONSCIOUS
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5.3.2 ABOUT ACCESS TO OUR SERVICES

We engaged with customers who are currently on our PSR about access to our 
services in general. These customers had concern or anxiety in two key areas:

•  Billing – having an incorrect bill or being confused about their bill. This can be 
exacerbated by visual impairment and other medical conditions, while older 
customers struggle to understand bills (which they used to have no problem 
understanding)

• 	Access	to	water – needing to have access to water at all times for medical or 
mental health reasons, and fear of the water supply stopping 

These customers were also asked which elements of our service they are happy 
about and what they are less happy with:

CUSTOMERS HAPPY ABOUT

The customer service they had  
from South East Water 

Compassionate staff

Efficient service

Appropriate solutions to  
their issues

CUSTOMERS LESS HAPPY ABOUT

Billing – either inaccurate or unclear

Long hold times on the phone

Advice on new meter installations

Anxiety caused by being advised  
of high water usage

Appendix 8 
Vulnerability: 
affordable, 
accessible and 
protective 
services

SOUTH EAST WATER

82



In addition PSR customers were asked about what we could do better and told us  
the following:

• If we get a bill wrong, then immediately offer an apology and a goodwill payment

• provide a freephone number or a ring-back option

• provide a single point of contact until the customer's problem is resolved

•  follow-up telephone calls and conversations with letters, explaining what has 
been discussed and agreed 

•  don’t mislead people over the potential downward impact on bills of a  
water meter 

•  if we identify a high consumption issue which needs to be communicated  
to the customer, this is better done verbally, preferably face-to-face, rather  
than by letter 

•  promote the Helping Hands fund to customers who contact us about arrears

•  offer more water efficiency support and advice

•  provide more certainty to those on a meter as to what their bill will be 

•  offer support and equipment on de-scaling appliances

•  provide separate meters for a cluster of properties

Stakeholders also told us how we could improve access to our services –  
for example by providing a home starter information pack for people setting  
up home for the first time, working with other agencies to promote our services 
to their customers, and offering more outreach services to vulnerable customers 
including home visits. 
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5.3.3  ABOUT THE LEVEL OF PROTECTION WE NEED TO OFFER – ESPECIALLY 
WHEN THINGS GO WRONG

We carried out specific engagement with customers on our PSR who had 
experienced a service disruption during the recent freeze thaw event. We did 
this because we recognised that our services during this time were stretched and 
affected a significant number of customers. 

These customers, who felt they had been impacted significantly, had the following 
problems: 

• 	Stress	and	anxiety	– some reported feeling very anxious during the event 
with others describing it as traumatic. In some cases this related to a medical 
condition which required water use, such as the requirement to use a machine 
which requires a constant supply of sterilised water to help the customer with 
their breathing at night 

•  not	having	water	to	drink – both during the outage and for some days afterwards 
as the water quality was impaired. Some customers managed by using a filter jug 
to deal with discoloured water after supplies were restored

•  lack	of	toilet	facilities – this was a very unpleasant impact of the water outage. 
This was particularly the case for those with medical conditions requiring 
frequent use of the toilet. Where they could, some customers used buckets to 
flush their toilets, filling them with snow or from water butts, but this presented 
challenges for mobility-impaired customers 

•  being	unable	to	wash	or	bathe – this was a particular issue for those caring for 
others or with incontinence, and for those who manage chronic pain through  
hot baths 

•  being	unable	to	cook	or	wash	up – was another problem highlighted by those we 
interviewed. This was a particular challenge for those with caring responsibilities

•  not	having	water	for	pets – such as dogs and horses 
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These customers were also asked which elements of our service they were happy 
with, and which they were less happy about.

CUSTOMERS HAPPY ABOUT

Getting a quick phone response when 
they attempted to call us

Staff were helpful despite challenging 
circumstances

Delivery of bottled water and the 
experience of that service 

CUSTOMERS LESS HAPPY ABOUT

Lack of communication (especially 
those with no internet access)

Communications were vague  
or misleading

Follow-up communications were poor

Some felt they did not receive  
priority treatment

Some customers had to wait too long 
for delivery of bottled water

Did not feel supported through  
the incident

Stakeholders also had clear views on how we could improve the protective services 
we offer vulnerable customers when things go wrong with their water supply – such 
as more partnerships and collaborative working, and agreements to overcome any 
data protection barriers so others can help deliver bottled water during a supply 
interruption.

The learnings from this research, and the wider feedback we have had from the 
freeze thaw event, have been invaluable in more clearly defining the range of 
support customers with circumstances that make them vulnerable expect of us, 
especially during water supply interruptions. 

It is also helping us define the attributes a resilient vulnerable customer has, so that 
we can do more to make sure they are better prepared and protected, whatever 
their vulnerable circumstances, especially when something goes wrong with their 
water supply. 
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5.4	 	OUR	BILLS	FOR	2020	TO	2025	AND	HOW	WE	ADDRESS	
AFFORDABILITY

5.4.1 OUR BILLS FOR 2020 TO 2025

Our profile of bills throughout the 2020 to 2025 period are as follows:

Table 5.1: 2020 to 2025 average bills – in real terms

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 Average

Household 
customers

205 204 204 204 205 205 204

Businesses  
(wholesale  
charge only)

929 928 927 928 928 929 928

5.4.2 BILL PROFILES FROM 2025 TO 2030

Our profile of bills throughout the 2025 to 2030 period are as follows:

Table 5.2: 2025 to 2030 average bills – in real terms

2025/26 2026/27 2027/28 2028/29 2029/30 Average

Household customers 208 208 208 208 208 208

Businesses 
(wholesale charge only)

944 944 946 947 948 946

We explain the key components and assumptions that contribute to our average bills 
for the period 2025 to 2030 in Appendix 14 Financial.
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In real terms, we will be maintaining our household average bill at £205 between 
2019/20 and 2024/25. Figure 5.1 shows the key components that affect the 
movement in our average bill.

Figure 5.1: average bill movements
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5.4.3 WHAT WE WILL DO TO ADDRESS AFFORDABILITY GENERALLY

We have challenged ourselves to deliver the vital investment in water supply service 
as efficiently as possible as this keeps water bills for customers affordable. We have 
done this in the following ways.

Stable bills

Our customers have told us that stable bills are important to them.

92% of	customers	told	us	they	prefer	stable	bills	over	a	five-
year	period,	and	88	per	cent	said	they	prefer	stable	bills	
over	a	20	year	period	

We have ensured that our bills are stable over the next five years and over the longer 
term, while at the same time investing in the vital improvements we need to make in 
our water supply service and delivering our ambitious performance commitments.
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Tariff and payment measures

We recognise that some customers occasionally need help to deal with the day to 
day management of their finances and budgets, and so want to make life as easy as 
possible when they do need this help. We will do this by:

•   Expanding our affordability tariffs

  we will heavily promote our Social Tariff and a new flexible tariff that specifically 
supports customers who may have fallen into arrears, or whose household income 
means they are not eligible for the Social Tariff. Our focus is to find and help more 
customers who are struggling to pay their water charges

•   simplifying our tariffs

  our extensive engagement around vulnerability flagged that customers and 
stakeholders want and like simple tariffs. We think ours are among the simplest in 
terms of utility bills but think there are opportunities to improve by:

 •   aligning all the social tariffs offered by all the water companies in the South 
East region to create a common, cross-regional network that allows more 
customers to access the support they need without having to contact multiple 
organisations. Our first area of focus is to develop a single sign-up model that 
can be adopted or adapted by others to start that alignment journey

 •   improving our bills and simplifying the language to make it easier for all 
customers to understand. We will engage expert stakeholders, such as Crystal 
Mark and Mencap, to review and input into all system-generated communications
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•   making billing and payment more flexible for our customers

  we know from our research that there are some customers for who six monthly 
billing causes considerable anxiety because they are unable to budget. 
Furthermore, our day to day conversations with customers who use our pre-
payment budget accounts have shown they are often confused by the build-up 
of credit prior to receiving their six-monthly bill, and ask for refunds. We have 
identified the following customers that could benefit from monthly bills:

 •   Customers who use pre-payment budget accounts

 •   young tenants and first time home owners

 •   tenants in social housing with rental agreements shorter than six months

 •    those customers who, as a result of our metering programme, need to go onto 
our support tariffs, for example Watersure

Applying the lowest rate of return

Our plan relies on our shareholders providing the necessary financial support in 
return for receiving a fair rate of return. Their investment allows us to finance 
the capital investment we need to meet all of our statutory obligations and the 
performance commitments in this plan. 

Since we run vital assets that last many years, we think it is fairer that much of 
this upfront investment is financed by us, but that the returns on that investment 
are paid for by customers over a longer duration, like a mortgage. This is done by 
including the rate of return in customers’ water bills.

We have calculated what a fair rate of return for our shareholders would be for 2020 
to 2025, and taken into account Ofwat’s view of what it should be over the same 
period. The result is the lowest-ever return shareholders have accepted on their 
investment – at 2.4 per cent – which has also helped to keep customers' bills low.

Making efficiency savings as we deliver this plan

We have challenged ourselves to deliver this plan and its performance commitments 
as efficiently as possible, while maintaining our top-performing position on 
efficiency in the industry. This equates to savings of £45 million for the 2020 to 2025 
period and which has helped keep customers’ bills lower than they otherwise would 
have been.
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5.4.4  WHAT WE WILL DO TO ADDRESS AFFORDABILITY  
FOR THE FINANCIALLY VULNERABLE 

Financial help for those most in need 

We will support an extra 43,500 customers by capping their water bill through our 
dedicated support charges – taking the total number receiving financial support to 
65,000. Some 72 per cent of customers supported a bill increase of £4 to pay for this 
additional help. 

Payment holidays when you really need a break 

We will give those customers who suddenly find themselves in difficult personal 
circumstances, like losing their job, a temporary break from paying their water bills, 
until they get themselves back on track.

Monthly bills for better budgeting 

We know for some customers tracking every penny they spend, every month,  
is incredibly important, so we are going to offer monthly bills to help them do  
just that.

Providing the know h2ow to ensure every drop counts

There is a clear link between water efficiency and affordability, so we are going 
to target our water efficiency activities to customers who stand to benefit most 
from lower water bills – including fitting water devices at home for them. For 
those customers with medical conditions who use a lot of water, we will extend our 
partnership reach to organisations like Credit Unions, which often have access to 
innovative products that can help. 

5.5  WHAT WE WILL DO TO PROVIDE ACCESSIBLE SERVICES 
Widening the definition of vulnerability 

We are expanding our understanding of what makes someone vulnerable so it 
includes those reliant on water-dependant medical equipment, poor mobility  
and social and behavioural issues, including more temporary circumstances  
– and capture these on our PSR.

Trusted partners and instant passport for customers 

 Our new Vulnerability Strategy Team will build a trusted partner network of 
agencies, organisations and other utilities so we can share data and cross-promote 
our services – providing customers with an instant passport to access a wider range 
of support services. 

 Mapping types of vulnerability to our network 

 We have taken all our vulnerability data, insights and learnings and mapped it 
onto our network so we can pinpoint those areas where there is a higher risk of 
vulnerability among our customers – whether it is due to their age, health, chosen 
language or where they live – particularly when something goes wrong with our 
water supply service. 
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Targeted and tailored communications 

 Better data and knowledge about who is vulnerable, and why, means we can target 
and tailor our communications about the help and support we offer; and we can 
make sure it is delivered across a range of both digital and traditional channels too.

It’s good to talk – even better when it’s for free

We will provide Freephone numbers to all customers on our PSR and customers who 
are needing support to pay so we don’t cause them an extra financial headache when 
they need to talk to us. 

5.6 WHAT WE WILL DO TO PROVIDE PROTECTIVE SERVICES 
 Using our vulnerability mapping tool for all water supply interruptions

Whether before, during or after a water supply interruption, we can use our 
vulnerability mapping tool and expanded PSR to determine which vulnerable 
customers could be affected and, crucially, why. 

Making our priority services promises credible during emergency incidents 

 We know we need to support vulnerable customers better when something goes 
wrong with their water supply. So we are going to double the size of our Customer 
Care Team. This is a reflection of the growing social service we provide beyond 
water, but also means we can do more when it matters most, such as extra home 
visits and outbound calling, and assigning vulnerable customers a dedicated contact. 
Some 74 per cent of customers supported paying £2 more on their bill to achieve 
this level of service for more vulnerable customers. 

 We will also have an early warning system for our trusted partner network enabling 
us to tap into their expertise and resources – whether to spread a message or help 
with bottled water deliveries. 

Helping our customers to become more resilient 

 Whether it is offering winter readiness, water efficiency advice or help having an 
early warning system in place about a possible leak with potential opportunites 
through our smart metering network, we will work with vulnerable customers so 
they become part of the resilience solution too. 
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6
6.1 INTRODUCTION 
It is our job to provide high quality, drinking water supplies 
that are safe and reliable, and at an affordable price.

The issues of safety, reliability and affordability are 
all intrinsically linked to being a resilient business – 
operationally, environmentally, socially and corporately  
– so that we can plan for, resist and recover from  
whatever disruption or shocks the future may hold. 

The resilience of our business has been steadily improving 
over time – much of our current performance in this five-year 
period is testament to that. 

That said, we recognise there is more we can and need to do 
– not least to address the learnings from the recent extreme 
freeze thaw – when 27,000 customers lost their water supply, 
with nearly 6,000 of those having no water for more than  
48 hours.
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We heard first-hand from customers via our post freeze thaw engagement that 
some thought we could have done better. 

But aside from the obvious lessons we have learnt, it has reaffirmed that a resilience 
in the round approach is the right one. That is why we have specifically applied a 
resilience lens to everything we set out in this plan.

In what we believe to be another water sector first, that lens includes looking for 
solutions in a more holistic way to include:

•	 	The	natural	environment	–	where	a	problem	can	often	start	and	less	costly	
solutions	can	be	found

•	 	our	own	operational	activities	–	where	the	consequences	of	a	problem	are	
immediately	felt	

•	 	our	customers	–	where	a	change	in	their	behaviour	can	prevent	greater	impact	on	
their	water	supply	service	

•  our	business	–	and	how	we	function	and	manage	the	risks	of	delivering	our	plan	

The result? Greater resilience in the round for today’s and tomorrow’s customers. 
We now explore our resilience in the round approach in more detail.
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6.2 THE RESILIENT CUSTOMER CONCEPT 

6.2.1 OUR APPROACH 

Resilience is not just about looking after our pipes, pumping stations and  
treatment works.

We are involving customers, not only in the choices made around resilience for this 
plan, but by making them part of the solution too. 

We have identified a wide ranging set of resilient customer attributes that make 
them part of the solution. 

It works – and our water efficiency in this five year period has shown this – because 
we have a better idea of what makes our different customers tick. We know we 
can use our attitudinal segmentation to target messages and different delivery 
techniques that drive a change in customers’ behaviour to make them more resilient. 

6.2.2 THE RESILIENT HOUSEHOLD CUSTOMER 

Helps 
protect  

the network 
from 

contamination
Looks after  

their plumbing

Helps protect  
the water 

environment

Uses water 
efficient and  

safe products
Helps report 
leaks e.g. via  
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of own  
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payment and 
tariff options
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discretional 

water use 
options

Lets us 
know if they 

or someone they 
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extra support
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intuitively  

to the  
weather
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service related 
communication 
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Appendix 9  
Resilience in  
the round

Appendix 7  
Water resources

Appendix 9 
Resilience in  
the round

SOUTH EAST WATER

96



What	are	the	benefits?

The opportunity for customers to be more resilient chimes with what they have 
already told us. They want advice and information; they care about water and the 
impact on the environment. They want to know more about what is involved behind 
the scenes; and they want to input into new ways of thinking about water.

Making customers part of the resilience solution has the potential to achieve 
numerous shared goals, including:

•	 	Lower	per	capita	consumption

•	 	fewer	customer-related	water	quality	incidents	and	failures

•	 	lower	leakage	

•	 	reduced	bad	debt
•	 	reduced	cost	to	serve
•	 	fewer	complaints

•  increased	take-up	of	support	schemes	including	social	tariffs	and	priority	
services	registration

What	household	customers	think	about	the	concept

We tested with customers their views of what a resilient customer is.

Customers recognised the need to share the responsibility for resilience. In fact, they 
intuitively identified many of the same attributes we had, and were keen to partner 
with us to manage demand and take responsibility for their household water use.

Given the pressures of everyday life, customers want support in the following areas:

•  Smarter	data/meters	to	remind	them	of	their	water	use	(and	potentially	flag	
internal	leaks)	

•	 incentives	for	using	less	water

•	 	comparative	data	to	show	what	others	are	using

•	 	support/incentives	to	collect	and	store	more	rainwater	

•	 	devices	such	as	tap	sensors	
•  proactive	and	pre-emptive	advice	–	for	example	lagging	their	water	pipes	for	

winter,	delivering	targeted	messages	to	wider	family	and	friends	
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6.2.3 THE RESILIENT BUSINESS 

Businesses have given us valuable insight and feedback about the impact on their 
business after major water supply incidents – of which the freeze thaw event in 
March 2018 was the most significant.

Of the businesses in our supply area, there are three types that are most severely 
impacted by extended, unplanned water supply interruptions (other businesses have 
alternative water supply arrangements and/or sufficient storage in place):

Type	of	
business

Impact	of	water	supply	
interruption 

How	we	are	addressing	

Farms Requirements for water are 
different depending on types 
of livestock. Some animals 
can be moved more easily to 
alternative sources of water e.g. 
horses, whereas dairy herds and 
chicken farms cannot – and are 
at greater risk 

Updating our systems to better 
define supply points (e.g. troughs) 
and flag the customers’ specific 
water dependency. Addressing 
alternative supplies by deploying 
more towable bowsers and static 
tanks for farms to self-serve

Pubs and 
restaurants

Health and hygiene impact – 
particularly from being unable 
to prepare and wash food so 
typically forced to close 

As the main concern is loss of 
business and having to make a 
claim on their insurance, we have 
a no-quibble policy and cover any 
excess payment required by their 
insurance 

Schools Health and hygiene impact – 
particularly food preparation 
and inability to flush toilets so 
typically forced to close

Site visits to first tranche of 60 
schools identified as being at 
most risk to advise on how to 
improve storage contingency 
plans and undertake water audits

We have taken these learnings and, combined with the findings from our specific 
resilience research with households and businesses, we have been able to identify  
the attributes that a resilient business would display. Our dialogue with them  
can focus on the critical aspects of their business that rely on our water supply 
service to drive greater resilience.
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What are the benefits?

They are proactive in finding and fixing leaks

To support this, we are one of a few wholesalers that still offer a free leak allowance 
to business customers who find and fix their own leaks quickly. This helps meet our 
overall leakage targets and encourages greater water efficiency too.

They let us know about the criticality of water to their business – particularly if a 
loss of supply impacts staff, customers or livestock.

Knowing the impact on their business of being without water we can plan our 
resources more effectively during supply interruptions, and prioritise alternative 
water supplies to those who need it most, when they need it most.

They are aware of their own water use and dependency – and tell us about their 
contingency plans

Our experience has shown that some types of business customer can find 
themselves ill-equipped should a large scale, or extended interruption to their  
water supply occur.

In addition, we will encourage businesses to let us know about their own water-
related contingency plans, so we can plan our emergency resources more effectively 
and ensure our response is targeted and proportionate.

They comply with the water fittings regulations

Businesses have an important role to play in protecting the water supply network 
from contamination and in reducing water wastage. These regulations ensure 
fittings, plumbing systems and appliances protect public health and promote 
the efficient use of water. We will work with bodies such as Water Regulations 
Advisory Scheme and WaterSafe to develop co-ordinated messaging and campaigns 
targeting businesses.

Their actions help protect the environment

Some businesses are unaware of how their actions can cause pollution of rivers or 
the wider environment and its habitats. By engaging more businesses through our 
catchment management work, and encouraging them to change potentially harmful 
practices, we can ensure the environment we all rely on is more resilient.
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6.2.4 THE RESILIENT STAKEHOLDER 

We have significantly developed our communications and engagement with 
stakeholders as we recognise they have a strong desire to increase their 
participation in water issues and activities – something we want to tap into as well.

The potential for making our stakeholders part of the resilience solution is an 
exciting one and we intend to build on our current partnerships, and explore 
new alliances, across many of our activities. We will have a particular focus on 
environmental, vulnerability and responsible business issues – not least as we have 
many offers for more joint working in these key areas.

Making our stakeholders part of the resilience solution has a number of benefits,  
as we have already found from the work we have done to date, such as:

•	 	Working	with	the	National	Farmers	Union	and	its	members	on	comparison	
techniques	to	show	which	landholdings	are	having	the	least	impact	on	a	
catchment,	so	we	drive	a	social	norming	effect	to	help	reduce	the	impacts	of	
pollution	on	raw	water	quality	

•	 	partnering	with	the	National	Health	Service	on	projects	including:

 •  promoting the health benefits of staying hydrated for younger and older people

 •  developing a leaflet for potentially vulnerable patients discharged from 
hospital with advice about our PSR and support

 •  briefing community nurses on how to check for in-home leaks when they visited 
vulnerable patients during the freeze thaw event in March 2018 – and what to 
do if those patients had no water

•	 	teaming	up	with	sector	associations	such	as	Waterwise	and	WaterSafe	on	critical	
campaigns	–	such	as	water	efficiency	and	winter	preparedness	–	to	maximise	the	
reach	of	our	resilience	messaging	to	customers	and	businesses

6.2.5 THE RESILIENT DEVELOPER

One of the biggest challenges we face is meeting future demand for water from the 
predicted population and housing growth for the south east region.

The region consistently has the highest rate of development but is also designated 
as being in serious water stress. 

The link between supporting housing growth and our long term water resources plan 
is critical if our water supplies are to be resilient; so too is being more innovative in 
driving greater water efficiency in partnership with developers, so customers are 
incentivised to reduce their water usage. 

We will:

•	 	Provide	more	information	and	a	catalogue	of	approved	water	efficient	products	
for	use	in	new	developments

•	 	introduce	a	new	eco-connection	to	our	network	during	the	construction	phase	
specifically	with	the	added	incentive	of	a	lower	charge	for	that	connection

•	 	implement	an	‘aqua	shares’-	type	scheme	that	allows	any	water	savings	below	
a	defined	baseline	to	be	redeemed	as	investment	into	a	local	community	or	
environmental	project
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6.3 OPERATIONAL RESILIENCE 

6.3.1 SETTING THE SCENE 

It is our assets – our pipes, pumping stations and treatment works – that underpin 
our operational resilience.

Our customers and stakeholders have been clear too about what they think 
operational resilience translates into in terms of their water supply service:

•	 Keep	taps	flowing	with	high	quality	water,	now	and	in	the	future	

•	 invest	in	ageing	pipes	to	reduce	leaks	
•	 	reduce	the	number	and	length	of	supply	interruptions	–	but	respond	effectively	

when	they	do	happen	

• protect	from	flooding	those	assets	that	abstract,	treat	and	distribute	water	

6.3.2 THE CHALLENGES WE FACE 

•	 	We	operate	in	an	area	of	serious	water	stress	–	yet	we	are	seeing	continued	
population	and	housing	growth	which	is	projected	to	increase	by	a	quarter	 
by	2045	

•	 	climate	change	impacts	mean	a	higher	risk	of	disruptive	events	such	as	droughts,	
flooding	and	extreme	temperatures	

• we	are	more	reliant	on	bulk	supplies	of	water	from	other	companies 

Over time, through our daily management of our network and implementing the 
lessons learned when things do go wrong, we have strengthened our network. 
However, we cannot remove all risks – a number remain and not only do they vary 
across our supply region, but they will increase as the impact of these additional 
challenges materialise.
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6.3.3 WHAT WE WILL DO TO BECOME MORE OPERATIONALLY RESILIENT 

Adopt	a	systematic	approach	to	assessing	operational	resilience

We operate our network as eight water resource zones and each has its own unique 
mix of challenges – for example the local environment, the type of water sources, 
population, topography and demographics.

To assess our operational resilience, we applied a consistent set of resilience metrics 
to each of these zones to see how each one performed, and then created an overall 
resilience score out of 100 for each zone. 

The metrics were chosen and weighted based on their materiality, their alignment 
to our customers’ views on resilience and the views of our operational colleagues.  
A final stage was to overlay the information contained within our incident learnings 
database to ensure the knowledge was embedded into our assessment tool. 

Some of the key learnings that emerged from our operational resilience assessment 
were:

•	 	The	length	of	a	supply	interruption	significantly	increased	if	the	incident	
happened	in	an	area	supplied	by	a	single	source,	or	had	a	single	incoming	 
water	main	

•	 	the	planning	of	maintenance	activities	and	construction	projects	needs	to	take	
into	account	the	resilience	of	the	immediate	network	

•	 	sufficient	redundancy	needs	to	be	available	for	critical	assets	and	treatment	
processes	so	maintenance	can	be	undertaken	without	creating	significant	
resilience	risks	

The results from our resilience model showed several drivers were significant for all 
zones – risk of drought, supply demand balance, available storage, interconnectivity 
between and within zones, unplanned interruptions, and sites at risk from flooding. 
Each zone then had distinct factors, unique to them, such as their resilience around 
the availability of bulk supplies. 

A baseline assessment was completed for the current year (2018) and then repeated 
for 2025 and 2030, taking into account external factors such as population growth, 
and assuming only base expenditure was available. The higher the percentage for 
each zone, the more resilient it was to that zone’s identified risks. 

The initial results are shown in Figure 6.1. 
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Figure 6.1: Baseline operational resilience 2018 to 2030 (with no extra investment) 
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We then fed into the model the impact of our plans for leakage reduction, and  
also the impact of the WRMP schemes proposed to meet the overall supply  
demand balance.

We also identified further schemes to target the key risk areas and improve our 
resilience position, which included: 

Improving	flood	prevention	at	92	production	sites	and	pumping	stations

With the UK at risk of more severe, intense storms that cause flooding, we need to 
protect more of our operational sites from extreme flooding events (classed as a one 
in 1,000-year event). 

Our assessment work shows there are 92 sites serving 866,000 customers that will 
need site-specific solutions to protect them from severe flooding.

Due to their specific locations, we have a further three sites at extreme flood 
risk and so standard flood protection work will not be enough. These sites will be 
investigated further to work out how we can best protect them.
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Increasing	interconnectivity	of	our	network	through	new	strategic	mains

We have identified six strategic mains schemes that will increase interconnectivity 
across our network; and reduce the risk of supply interruptions by minimising those 
areas that only have one source or route of supply. This will mean that around 78,000 
customers will no longer be supplied by a single source.

Improved	site	storage	and	treatment	flexibility

We have identified two schemes that improve the resilience of our networks in two 
of our water resource zones. 

Additional storage at a key water treatment works in Hampshire will also protect 
4,000 customers on the local pumped network from experiencing low pressure 
during periods of high customer demand. 

A scheme at a strategic water treatment works in East Sussex adds capacity to one 
of its two treatment streams, ensuring supplies can be sustained should the higher 
capacity treatment stream fail, or needs to be taken offline for maintenance. This 
will reduce the risk of supply interruptions for 18,000 customers.

Modelling	network	resilience	to	extreme	weather	impacts	

As part of the lessons learnt from water supply incidents we have developed a more 
robust operational risk model.

The model simulates our water supply network, compares this against predicted 
demand and the level of outage, to show where the water supply service is most at 
risk. We can then optimise our investment and operational activities to prevent that 
risk from materialising. 

Summary	of	our	resilience	schemes

The following schemes are a cost effective way of ensuring our system is resilient to 
multiple threats, and can also achieve a more even balance of resilience when looked 
at right across our eight water resource zones. Ultimately, they will reduce the risk 
of low pressure or supply interruptions to the majority of our customers.
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Table 6.2: Summary of interventions that will support resilience

Area Benefit Intervention	 Cost £m

2020 to 2025 Extreme 
weather

Flooding at 
production sites – 

2020-2025

Reduce the risk of 
supply interruptions 

for 866,000 customers 

1.3

Infrastructure Interruptions  
to supply –  
2020-2025

Reduce the risk of 
supply interruptions 

for 18,000 customers

11.2

Infrastructure Low pressure 
– 2020-2025

Reduce the risk of low 
pressure for 4,000 

customers 

2.4

Emergency 
response

Interruptions  
to supply

Reduce interruptions 0.0

Resilient 
customer

Interruptions  
to supply

Improved customer 
resilience to events

0.0

Infrastructure Single source  
of supply –  
2020-2025

Reduce the risk of 
supply interruptions 

for 47,345 customers 

19.1

Sub	total	2020	to	2025 34.0
2025 to 2030 Infrastructure Single source  

of supply –  
2025-2030

Reduce the risk of 
supply interruptions 

for 29,000 customers 

31.3

Total	2020	to	2030 65.3

A final stage was to put our selected schemes through our operational resilience 
model to see the impact on the overall score – which demonstrates an increased 
resilience (with higher percentages) across all of our water resources zones.

Figure 6.2: Operational resilience for 2018 to 2030 (with extra investment)
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6.4 ENVIRONMENTAL RESILIENCE 
6.4.1 SETTING THE SCENE

As a water provider, our business is intrinsically linked with the environment.

We rely upon its streams, rivers and underground aquifers to supply both current 
and future customers with safe and reliable supplies of drinking water. 

We have three key requirements of the environment: 

•	 Water	supplies	are	plentiful	

•	 water	supplies	are	sustainable	and	reliable	in	the	long	term

• raw	water	quality	is	good	and	not	deteriorating	in	its	condition

However, the quantity and quality of the water that is available for drinking water 
supplies – both in the short and long term – can be impacted by external factors 
outside our control. 

6.4.2 THE CHALLENGES WE FACE 

•	 	We	operate	in	an	area	of	serious	water	stress	–	yet	we	are	seeing	continued	
population	and	housing	growth,	which	is	projected	to	increase	by a	quarter	 
by	2045

•	 	we	have	a	high	reliance	on	groundwater	–	73	per	cent	of	all	our	water	comes	from	
underground	aquifers.	These	rely	on	plenty	of	winter	rainfall	to	top	them	up	
ready	for	use	the	following	summer

•	 	our	supply	area	is	unusually	rich	in	biological	diversity,	cultural	heritage	and	
protected	landscapes	–	44	per	cent	of	our	supply	area	lies	within	a	landscape	
designation.	The	national	average	is	24	per	cent

“AN ENVIRONMENT THAT CAN RECOVER 
QUICKLY FROM EVENTS, SUCH AS POLLUTION, 
DROUGHTS OR FLOODS; AND WHICH IS 
CAPABLE OF ADAPTING TO LONG-TERM 
IMPACTS SO THAT THIS GENERATION LEAVES 
IT IN A BETTER STATE THAN WE FOUND IT
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6.4.3 WHAT WE WILL DO TO BECOME MORE ENVIRONMENTALLY RESILIENT

Adopt	an	environmental	resilience	strategy

Our environmental resilience strategy provides rigour and transparency to our work.

It has deliberately targeted those areas that we have assessed as threats and/or 
weaknesses, while still building upon the strengths we have and the opportunities 
we have already exploited in previous years; and takes account of the views of our 
customers and stakeholders.

The strategy creates a clear direction of travel, over a 25 year timescale,  
with objectives for the following areas:

•	 Protecting	wildlife	and	increasing	biodiversity

•	 managing	the	risk	of	invasive	non-native	species	(INNS)

•	 building	resilience	into	our	surface	water	catchments

•	 building	resilience	into	our	groundwater	catchments

•	 ensuring	our	abstractions	are	sustainable
•	 carbon	accounting
•	 natural	capital	accounting,	ensuring	we	value	nature	in	the	decisions	we	make

It is the development of objectives for these key areas – combined with the learnings 
and insight we gained during our engagement with customers and stakeholders on 
this plan, particularly our Environmental Focus Group – that has directly shaped: 

•  The environmental outcomes and performance commitments	for	2020	to	2025	
which	provide	the	foundations	of	our	long	term	strategy

•  the environmental resilience activities	we	will	achieve	over	the	next	five	years	to	
meet	those	outcomes	and	performance	commitments

Changing	behaviours	to	drive	shared	outcomes	

Our 2020 to 2025 business plan will see an ambitious step change in delivering 
greater environmental resilience using a combination of:

•  Sound	science	–	by	working	with	universities	and	research	institutes,	river	trusts	
and	other	water	companies	

•	 	the	‘carrot	rather	than	stick’	approach	–	more	partnerships,	the	use	of	innovative	
behavioural	science	techniques,	and	wider	use	of	incentives	for	other	water	
abstractors	and	land	users,	across	a	much	larger	scale

Appendix 10 
Environmental 
resilience

2020 TO 2025 BUSINESS PLAN 

107

SECTION 6



Our approach reflects our growing role in influencing the activities and practices 
of others to achieve greater protection of the environment – a fact which has been 
recognised and supported by our customers and stakeholders as we engaged with 
them on this plan. 

We are already an industry leader (and winner) in this approach:

•	 	We	teamed	up	with	Natural	England’s	Catchment	Sensitive	Farming	officers	to	
work	together,	and	with	others,	on	catchment	management	initiatives	

•	 	we	conducted	field	trials	to	demonstrate	to	farmers	that	there	is	no	difference	in	
slug	control	outcomes	between	metaldehyde	and	non-metaldehyde	pellets

•	 	we	investigated	nutrient	leaching	from	other	sources	through	porous	pot	trials	
with	the	farming	community	

•	 	we	worked	with	the	National	Trust	to	deliver	shared	outcomes	–	restoring	their	
floodplain	meadows	and	improving	raw	water	quality	in	a	sediment-loaded	river	

Winner of water resilience initiative of the year at the 2018 Water 
Industry Achievement Awards in recognition of our catchment 
management partnership programme

“OUR APPROACH REFLECTS 
OUR GROWING ROLE IN 
INFLUENCING THE ACTIVITIES 
AND PRACTICES OF OTHERS TO 
ACHIEVE GREATER PROTECTION 
OF THE ENVIRONMENT

SOUTH EAST WATER
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6.5  CORPORATE RESILIENCE 

6.5.1 OUR APPROACH

Our corporate resilience depends on the strength and completeness of a number of 
elements that, collectively, mean we remain a viable and well-run business.

Leadership, 
transparency,  

and  
governance

Policies,  
process and 
procedures

Risks defined  
and controlled

Data and 
technology

Engaged  
supply chain

Skilled 
workforce

To understand the level of our corporate resilience we assessed these key elements, 
with a particular focus on:

•	 Our	policies	and	governance	processes	–	and	our	compliance	with	them

•	 	our	organisational	focus	and	who	is	responsible	for	what,	including	managing	 
key	risks

• the	quality	of	the	data	and	information	we	have,	and	the	technology	we	use

That allowed us to see whether what we do currently is enough to make us 
corporately resilient in the future, not least as we need to meet new, and more 
challenging, performance commitments. 

Appendix 3 
Responsible 
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6.5.2 OUR CORPORATE RESILIENCE FINDINGS

This plan makes sure we remain corporately resilient with strong assessments for all 
parts of our business.

That said, having reflected on our customers’ and stakeholders’ priorities and 
the continuing need to deliver resilient services, several areas of our business are 
updating and/or refocusing their corporate capabilities as follows:

•	 	Putting	the	sector	back	in	balance	through	transparent	leadership	 
and	governance	by	ensuring:

 •  all decisions relating to our water supply service are taken by the Board of  
South East Water, and not a holding company

 •  our independent Non-executive directors make up the single largest group on 
our Board and chair all our sub-committees – which includes leading our new 
steering groups on Responsible Business and Innovation

 •  we have appropriate governance and reporting in place around the capture of 
ongoing customer and stakeholder insight and the decisions the Board makes 
based on that insight

•	 	Updating	our	policies,	strategies,	processes	and	procedures	to:
 •  reflect our new affordable, accessible and protective services strategy

 •  embed the learnings from our insight and use it to inform our resilient  
customer concept

 •  reflect this business plan’s commitments and the lessons learned from the 
recent freeze thaw event in our future communications

•	 Enhancing	our	skilled	workforce	by:

 •  setting up a new commercial directorate to provide a dedicated focus on 
working with developers and water retailers

 •  creating a senior role to lead on all our customer and stakeholder insight

 •  identifying additional resources, skill sets, and ongoing training in the wholesale 
business that will deliver our innovative activities – for example to meet our  
14 per cent leakage reduction commitment

•	 Building	our	data,	information	and	technology	capabilities	so	we	can:

 •  increase the numbers of customers on our PSR and give them greater access to 
our help and support

 •  use our attitudinal segmentation to drive better decision making

 •  develop new analytical tools and data management to maximise the benefits of 
rolling out our smart network

 •  improve our environmental data and innovative modelling approaches

Appendix 9 
Resilience in  
the round

SOUTH EAST WATER

110



•	 Engaging	our	suppliers	so	we	can:

 •  put a suite of new contracts in place for consultancy, construction and 
operational work with incentives that align to our performance commitments

 •  deploy more specialist environmental support that drives innovative solutions 
that protect raw water quality and improve biodiversity

 •  improve the support we get from alternative water providers during incidents

•	 Defining	and	controlling	our	risks	by:
 •  developing an improved suite of customer-related risks that better reflect the 

influence customers and businesses have on the overall resilience of their water 
supply service

6.6 FINANCIAL RESILIENCE

6.6.1 OUR APPROACH

Resilience is wide-ranging and underpins all of the activities that we undertake as a 
business – including around the financial decisions we take.

It is vital our finances are not just fit for purpose today but resilient for the future, 
not least as we are planning to invest over £1 billion to meet the promises set out in 
this plan. We have made a number of key decisions to ensure we remain financially 
resilient in the following key areas:

•	 	The	rate	of	return	that	shareholders	can	expect	on	their	investment

•	 	our	credit	ratings
•	 	balancing	greater	financial	resilience	with	the	impact	on	current	and	future	

customers’	bills

•	 	the	level	of	debt	(or	gearing)	we	hold

•  our	dividend	policy

We explore all of these in more detail in Chapter 7 of this plan.

Appendix 9 
Resilience in  
the round

Appendix 14 
Financial

2020 TO 2025 BUSINESS PLAN 

111

SECTION 6



“WE HAVE 
CHALLENGED 
OURSELVES 
TO DELIVER 
SERVICE 
IMPROVEMENTS 
WTH NO 
INCREASE TO 
CUSTOMERS’ 
BILLS
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7
7.1  THE WHOLESALE COST OF OUR 

2020 TO 2025 PLAN

7.1.1 OUR APPROACH

We have applied the same level of ambition as we 
did to our performance commitments to how we 
have costed this plan. We have challenged ourselves 
to deliver service improvements with no increase 
in customers’ bills; and only included additional 
expenditure where it is needed to meet a new 
performance commitment, or where customers have 
supported a change in levels of resilience.

We have split our costs into two distinct areas:

•  Core	service	costs	–	our	everyday	running	and	
maintenance	costs

•  enhanced	costs	–	which	change	the	level	of	service	
we	offer,	for	example	by	increasing	our	resilience	
to	future	droughts

We have rigorously challenged all our cost 
assumptions using a range of tools, such as 
benchmarking inside and outside of our sector,  
to see what efficiencies could be achieved.

As a result we have applied an ambitious but realistic 
overall plan cost efficiency of 4.5 per cent that also 
maintains our top performing position.

 
 
 
THE FINANCIALS 
OF OUR PLAN
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7.1.2 ENSURING OUR COSTS ARE ACCURATE

Our industry-leading Unit Cost Database (UCDB) means we can quickly and 
accurately cost the investment in this plan, as it already contains actual costs for 
many types of schemes and projects already delivered.

We have improved it for this price review process by looking at whole life total 
expenditure across much longer planning horizons and adding new solutions. 
That clarity of long-term cost improves our assessment of different investment 
options and gives greater accuracy about their long-term costs – both critical for 
determining impact on today’s and tomorrow’s water bills.

We have also undertaken internal and wider competitive benchmarking of the costs 
that are derived from our UCDB – data which has also been used when setting our 
efficiency challenge.

7.1.3 OUR CORE SERVICE COSTS

Core service costs have been built up from two connected processes that determine 
our base operating and maintenance costs.

Base	operating	costs

Our base operating costs – such as staff and power – are assessed to see what might 
change in the future and, where we can quantify the impact of that change, we 
make adjustments to our costs. 

For example, independent experts have advised that power prices are set to 
increase and so we have made an allowance for that change.

Table 7.1: Base operating costs (post efficiency)

Base	operating	costs 2015 to 2020 
cost £m

2020 to 2025 
cost £m

Energy 83.1 91.8

Personnel 64.7 62.6

Maintenance and hired and contracting 115.0 114.6

Chemicals and bulk supplies 41.2 40.3

Other 32.4 27.3

Total	base	operating	cost 336.4 336.6
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Base	maintenance	costs

Base maintenance costs cover our entire asset base – from our offices and transport 
fleet to our pumps and pipes.

The majority of our base maintenance costs are calculated by a computer 
model which simulates how our assets will perform over time; and shows when 
that performance is compromised. The model chooses the optimal time for an 
intervention – at minimal cost – to ensure current levels of service are maintained 
both during 2020 to 2025 and in the longer term.

Table 7.2: Base capital investment costs (post efficiency)

Base	capital	investment	cost 2015 to 2020  
cost £m

2020 to 2025 
cost £m

Investment in above ground assets 79.0 104.8

Investment in below ground assets 84.5 73.2

Investment in support services 42.8 32.4

Total	base	capital	investment	cost 206.3 210.4

Our core service costs are deliberately set to deliver today’s level of service – and 
the challenging performance commitments described in Chapter 4 – without 
including any extra expenditure for this. In particular we have challenged ourselves 
to deliver a:

•  Reduction	in	contacts	about	the	appearance	of	the	water	of	40	per	cent

•  reduction	in	contacts	about	the	taste	and	odour	of	the	water	by	44	per	cent

•	 	improvement	in	customer	satisfaction	to	4.5	out	of	5	for	all	our	 
customer	segments

•  reduction	in	our	carbon	footprint	by	80	per	cent

•  reduction	in	the	amount	of	time	customers	supply	is	interrupted	by	91	per	cent

•  reduction	in	treatment	works	outage	to	4.6	per	cent

•  improvements	in	the	water	quality	indices	to	achieve	a	target	of	zero

•	 	reducing	our	mains	burst	rate	despite	challenging	ourselves	to	reduce	 
leakage	by	14	per	cent

•	 	a	suite	of	responsible	business	measures

Our intention is that further efficiencies – beyond the efficiency target we have set 
ourselves – will pay for these improvements, not least as we expect innovation and 
supply chain transformation to drive new ways of working.
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7.1.4 OUR ENHANCEMENT COSTS

Our enhancement costs are those that come about from change – whether that is 
new legislation, an improved level of service or external pressures, for example an 
increase in population. 

For presentational purposes we have split our enhanced costs into capital 
investment costs and operating costs, but in practice we consider all expenditure on 
a Totex basis

Table 7.3: Enhancement capital investment costs (post efficiency)

Enhancement	capital	investment	cost 2015 to 2020  
cost £m

2020 to 2025 
cost £m

Water quality 15.6 16.5

Water resource management plan 
– General schemes 
– Leakage

 
44.6 

3.2

 
37.7 
17.6

Developer growth and customer metering 116.0 74.7

Resilience 3.0 34.0

Water Industry National Environment Programme 17.6 67.0

Enhancement capital programme management 11.6 14.1

Total	enhancement	capital	investment	cost 211.6 261.6

Table 7.4: Enhancement operating costs

Enhancement	operating	cost 2020 to 2025 
cost £m

Water resources management plan 
– Leakage 
– Water efficiency 
– Treatment costs

 
10.5 

6.6 
0.4

Other costs 5.6

Total	enhancement	operating	cost 23.1

Total	enhancement	totex	investment	cost 284.7

7.1.5 WATER QUALITY EXPENDITURE

We have included two distinct schemes where the raw water in the catchment has 
deteriorated to such an extent that we need to introduce new treatment processes. 
These are:

•  A	new	nitrate	removal	process	at	Woodgarston	Water	Treatment	Works

•	 	a	new	chromium	removal	process	at	College	Avenue	Water	Treatment	Works

These two schemes equate to an investment of £16.5 million and have been 
supported by the DWI.
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7.1.6 WATER RESOURCES EXPENDITURE

Our WRMP sets out what we need to do, where and when to meet the growing 
demand for water, faced with the challenges of an increasing population and the 
impacts of climate change.

That plan explains our ambitions to reduce leakage and per capita consumption – 
and which we also detail in Chapter 4 – but it does require the following investment 
for the next five years.

Table 7.5: Water resources schemes to be delivered between 2020 to 2025

Schemes	to	be	delivered	between	2020	and	2025 Ml/d	
benefit

Capital	
expenditure	

£m

Operational	
expenditure	

£m

Water efficiency 14.0 0.0 6.6

Leakage reduction 12.6 17.6 10.5

Aylesford Newsprint licence 18.2 24.7 0.4

Totals 2020 to 2025 44.8 42.3 17.5

During the same period we will also invest in the development of longer-term water 
resources schemes, including one that transports more water around our area, and 
reservoirs at Arlington in Sussex and Broad Oak in Kent.

Table 7.6: Costs of schemes during the 2020 to 2025 period which deliver later benefits

Schemes	that	deliver	water	after	March	2025	but	
will	need	investment	before	this	date

Delivery	
year

Capital	
expenditure 
2020 to 2025 

£m

Total 
scheme 

expenditure	
£m

Internal transfer scheme 2025 4.7 4.7

New Arlington reservoir 2035 1.5 121.2

Broad Oak reservoir 2033 2.8 97.3

Inter-company transfer 2030 2.1 16.4

WRMP PR24 development 2025 1.9 1.9

Totals 13.0 241.5

7.1.7 DEVELOPER GROWTH AND CUSTOMER METERING

Our expenditure in this area covers the work we need to do on our network of water 
mains and pumping stations as a result of new housing developments. We have also 
included some costs for a small number of customers, who are not currently on a 
meter, selecting to have one installed in the future.
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7.1.8	 RESILIENCE	EXPENDITURE

Our expenditure does not just maintain current levels of service but delivers greater 
resilience too – particularly as a result of investment in leakage, environmental, 
water quality and water resources.

However, we have proposed some additional interventions over the next two 
planning periods to increase resilience. 

Table 7.7: Summary of interventions that will support resilience

Area Benefit Intervention	 Cost £m

2020 to 2025 Extreme 
weather

Flooding at 
production 
sites –  
2020-2025

Reduce the risk of 
supply interruptions for 
866,000 customers 

1.3

Infrastructure Interruptions  
to supply –  
2020-2025

Reduce the risk of 
supply interruptions for 
18,000 customers

11.2

Infrastructure Low pressure 
– 2020-2025

Reduce the risk of low 
pressure for 4,000 
customers 

2.4

Emergency 
response

Interruptions  
to supply

Reduce interruptions 0.0

Resilient 
customer

Interruptions  
to supply

Improved customer 
resilience to events

0.0

Infrastructure Single source  
of supply –  
2020-2025

Reduce the risk of 
supply interruptions for 
47,345 customers 

19.1

Sub	total	2020	to	2025 34.0

2025 to 2030 Infrastructure Single source  
of supply –  
2025-2030

Reduce the risk of 
supply interruptions for 
29,000 customers 

31.3

Total 2020 to 2030 65.3
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7.1.9	 	WATER	INDUSTRY	NATIONAL	ENVIRONMENT	PROGRAMME	
EXPENDITURE

Our environmental strategy creates a clear direction of travel, over a 25-year 
timescale, with clear objectives for the following areas:

• Protecting	wildlife	and	increasing	biodiversity

• managing	the	risk	of	invasive	non-native	species	(INNS)

• building	greater	resilience	into	our	surface	water	catchments

• building	greater	resilience	into	our	groundwater	catchments

• ensuring	our	abstractions	are	sustainable	(including	AIM

• helping	others	to	ensure	their	abstraction	is	sustainable

• carbon	accounting

•	 natural	capital	accounting,	ensuing	we	value	nature	in	the	decisions	we	make

This requires the following investment for the next five years.

Table 7.8: Summary of interventions that will deliver our environmental programme

Environmental	
resilience	area

Driver Interventions 
proposed

Cost 
£m

Protecting wildlife 
and increasing 
biodiversity

Biodiversity One WFD river investigation

A programme to protect wildlife 
and enhance biodiversity on 
1,460 hectares of company land

2.9

Managing invasive 
non native species

INNS (invasive non native species), 
WINEP (Water Industry National 
Environment Programme)

Five projects to prevent INNS 
transfer

2.1

Building resilience 
into our surface water 
catchments

Catchment improvements and 
WINEP

Eight projects across six 
catchments

7.1

Building resilience 
into our ground water 
catchments

Catchment improvements and 
WINEP

28 projects across ten WFD 
groundwater bodies

13.9

Ensuring our 
abstractions are 
sustainable (Restoring 
Sustainable 
Abstraction)

WINEP 22 projects across 18 WFD 
surface and groundwater bodies

9.5

New pipeline to 
prevent non native 
species transfer

INNS One new pipeline (to prevent 
INNS transfer)

31.5
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Environmental	
resilience	area

Driver Interventions 
proposed

Cost 
£m

Carbon reduction Greenhouse gas reduction Procurement and power use 
initiatives

0

Deploy full natural 
capital valuation

Environmental performance 
monitoring

Install full natural capital 
approach into business

0

Engaging with 
other abstractors to 
improve catchment 
resilience

Pilot trial of approach Pilot trial to reduce impact 
of other abstractors on the 
environment

0

Total	cost	of	environmental	schemes 67.0

7.1.10 ENHANCEMENT CAPITAL PROGRAMMED MANAGEMENT

Our expenditure in this area relates to the management of our investment 
programme, and covers the associated costs with developing the schemes we need 
to deliver and our engagement activities with customers and stakeholders on them.

7.1.11	 COST	ADJUSTMENT	CLAIMS

The cost models we have assessed for this plan result in a wide range of efficiency 
performance. The cost models which deliver below average efficiency are due to 
the omission of explanatory factors which address key operating characteristics, 
specifically geological factors and treatment complexity. 

Our preference is for the cost models to take into account the appropriate 
explanatory factors but, should the models remain unchanged we need to correct 
the omission of explanatory factors. It is for this reason that we have submitted a 
cost adjustment to cover the potential shortfall in funding that could occur; this 
is due to our unique geology constraints leading a large number of sources (mainly 
underground) and treatment works being required, and more complex treatment for 
groundwater not usually seen in the industry. We summarise the issues below:

Large	number	of	sources/treatment	works

The geology of our supply area is made up of highly productive aquifers into which 
we drill boreholes to abstract water – in fact in 2016/17, 73 per cent of our water 
came from aquifers, which compares to an industry average of 38 per cent in the 
same year. However, while the aquifers are highly productive, we are unable to 
abstract the water in large volumes due to the significant environmental impact 
that approach would have. Instead, we abstract the water through lots of small 
volume sites, and within much lower abstraction licences.
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Our reliance on multiple, small volume sites for drinking water has a clear impact on 
our costs. Running, maintaining and monitoring multiple small sites incurs higher 
costs for the same amount of water being abstracted and produced than if we were 
to have fewer, larger sites.  This is verified by the cost assessment data shared by 
all water companies which shows that in 2016/17 we had 0.31 sources for every 
megalitre of water put into supply, per day, compared to an industry average of 0.16 
sources per megalitre of water put into supply, per day, for the same period.

More complex treatment processes

Not only do we operate multiple, small volume sites but the sites themselves have 
more complex treatment processes in place due to the type of aquifers we are 
abstracting water from.

The largest sandstone formation in the country encompasses much of our eastern 
region, from the coastline east of Eastbourne inland through to Royal Tunbridge 
Wells. The water abstracted from these sandstone aquifers – the Greensand and 
Ashdown bed formation – has high levels of iron and manganese. This needs more 
expensive treatment to reduce levels down to the concentration values required by 
water quality regulations; and reduce their impact on the appearance of water at 
customers’ taps.

The challenge we face is again verified by the cost assessment data shared 
by all water companies, which shows that in 2016/17, some 64 per cent of our 
groundwater was treated through more complex treatment processes . This 
compares to an average of 26 per cent of groundwater requiring more complex 
treatment for the industry.

Cost	impact

The cost impacts, over the 2020 to 2025 period, from having a large number of 
sources is estimated to be £2.7 million; while having a larger number of treatment 
plants and more complex treatment processes is estimated between £19 million and 
£20 million.

Customer	evidence	to	support	our	special	factor	costs

Our position is not about customers paying more for a different service or quality of 
tap water but relates to the completeness of the cost models being used to reflect 
actual costs.

We have discussed this with our CCG and they understand the rationale for our 
decision not to undertake customer research on these issues, partly as it would be 
extremely difficult to develop a relevant and understandable question in order to 
test the issue with customers.
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7.2 WHOLESALE EFFICIENCY
We assessed our ability to improve efficiency of delivery of our services in three ways:

1.  A comparative top down econometric assessment of the totex spend relative to 
the England and Wales water sector

2. Benchmarking of our relative performance of efficiency by looking at:

 •  Overheads spend on capital investment delivery relative to UK water  
sector norms

 •  prime cost spend on capital equipment and assets relative to UK market rates

 •  comparative performance against industry best practices from across the UK 
water sector and other infrastructure and process industry sectors

 •  operational spend relative to international water company benchmarks

3. Bottom up efficiency modelling developed from: 

 •  The 2020 to 2025 capital efficiency plan deploying the capex efficiency toolkit

 •  the 2020 to 2025 operational efficiency plan deploying the opex efficiency toolkit

The findings all show efficiencies of the same magnitude and catch-up range and 
give a high degree of consensus on the magnitude of the efficiency that is required. 
This approach has allowed us to triangulate our benchmarking and apply a plan 
efficiency of 4.5 per cent equating to £45 million.

Bottom 
up 

efficiency	
modelling

 
 
 

UCDB 
benchmarks

Economic 
frontier 

modelling

Business 
plan	applied 

overall	 
efficiency 

4.5%

In the detail that supports this assessment we have identified priority areas for 
efficiency in:

•  Power	management

•  supply	chain	and	procurement

•  reactive	maintenance	

•  capital	construction	costs

•	 	general	efficiency	improvements	across	the	wider	cost	base

Figure 7.1: Triangulation of efficiency estimates
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7.3 THE RETAIL COST OF OUR 2020 TO 2025 PLAN
The cost of water is made up of two key components – the wholesale costs and retail 
costs. This section deals with our retail costs only.

In developing our overall retail costs for 2020 to 2025 we have assessed each 
component to see if they will increase over the period and, if they will increase, what 
level of efficiency savings we can make to keep our overall costs down so our bills 
remain affordable.

Cost increases are driven by three main factors:

• The	growth	in	the	number	of	customers	we	serve

• the	mix	of	metered	and	unmetered	customers

•	 input	price	pressure
The retail costs for 2020 to 2025 are shown in table 7.9.

Table 7.9: Our retail costs for 2020 to 2025 (post efficiency)

Item Description 2015 to 2020  
cost £m

2020 to 2025 
cost £m

Customer 
services  

This cost includes providing the following services for our 
customers:
• Billing activities
• payment handling processing
• vulnerable customer schemes
• billing and water supply enquiries
These costs include personnel, telephone costs, bill and 
letter printing, and postage. 
Our approach will be to implement efficiency 
improvements as quickly as possible from 2020/21, 
targeting the efficiency frontier in order to minimise cost 
pressures later in the plan from customer growth.

29.6 31.3

Debt 
management

This cost covers the activity needed to ensure our 
customers pay for their water service, and include:
• Inbound and outbound call activity
• recovery notices
• print and postage costs
• debt collection agencies
• debt assessments
• litigation and enforcement processes
In line with our approach to customer services 
expenditure our costs assume we implement efficiency 
improvements as quickly as possible from 2020/21, 
targeting the efficiency frontier in order to minimise cost 
pressures later in the plan from customer growth.

4.2 3.4

Doubtful debt This is the cost of those customers who do not pay their 
water bill.
We have challenged ourselves to maintain the gross 
2018/19 value of £1.7million for each year of the 2020 to 
2025 period (i.e. customer growth does not increase cost).

8.5 8.5
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Item Description 2015 to 2020  
cost £m

2020 to 2025 
cost £m

Meter reading This is the cost of reading meters for our customers and 
includes the following activities:
• Cyclical six month reading to enable accurate billing
•  special reads following customer enquiries and when a 

customer moves house
• high water consumption investigations
Our meter reading activities are outsourced and 
therefore considered to be already efficient given they 
are procured through market testing. Meter reading 
costs increase over the period to reflect new measured 
customers in our area, but will be optimised through the 
introduction of innovations in digital billing.

5.2 5.9

Other 
operating 
expenditure

This includes the following key activities:
• delivery of water efficiency activities
•  corporate support services (for example governance/

management, finance, IT, site facilities, and human 
resources)

The majority of these costs originate from the wholesale 
price control and is therefore subject to the 0.125 per 
cent per annum efficiency challenge set on operating 
expenditure for 2020 to 25 period.
Other operating expenditure is considered not to be 
linked to volume (customer growth), and as such is a 
reducing cost across the period.   
As a consequence, cost to serve for this activity reduces 
approximately 11 per cent by the end of the period.

27.5 29.5

Local 
authority and 
cumulo rates

Cost is provided on advice from external experts. No 
efficiency is applied and is not affected by customer 
growth.

1.2 1.7

Pension deficit 
payment

Cost is derived from Ofwat Information Notice 13/17. 
No efficiency is applied and is not affected by customer 
growth.

4.7 3.7

Total 80.9 84.0

This shows that our retail costs will increase, largely due to the increase in the 
number of metered customers we have – and which have a higher cost to serve.  
That said, our average cost to serve per customer will reduce from £19.04 in 2019/20 
to £18.84 by 2024/25.

Table 7.9: Our retail costs for 2020 to 2025 (post efficiency) continued
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7.4 RETAIL EFFICIENCY 
To ensure our costs are accurate we commissioned specialists to assess how efficient 
we already are so we could identify the potential for further savings. This showed 
that to reach an efficiency frontier position, a level of further efficiency catch up is 
required – estimated to be around four per cent. We have therefore built this into 
our cost projections.

We are undertaking a number of activities to ensure we can deliver the efficiencies 
required in this plan. These include:

•	 	Expanding	the	range	of	digital	services	to	reduce	unwanted	contacts	and	
improve	the	levels	of	customer	self-service

•	 	reviewing	the	frequency	of	billing	for	digital	customers,	to	optimise	meter	
reading	costs	and	improve	debt	management	costs	by	increasing	the	numbers	of	
pre-payment	customers

•  re-tendering	of	contracted	services	to	ensure	all	costs	are	kept	as	low	as	possible

•	 	regular	reviews	of	and	improvements	to	our	bill	formats	to	simplify,	improving	
understanding	and	reducing	avoidable	customer	billing	queries

•	 	challenging	wholesale	costs	to	ensure	we	get	best	value

7.4.1  INPUT PRICE PRESSURE AND FRONTIER SHIFT

We commissioned specialists to estimate the likely impact for the 2020 to 2025 
period. In reaching their conclusions they have considered our input mix and key 
retail cost components and linked them to the appropriate inflationary drivers. 
Third-party forecasts were used to obtain forward-looking estimates of the 
selected inflationary indices.

The results show that input price pressure of approximately 2.1 per cent for 
operating expenditure and 2 per cent for capital expenditure should be included.

 Alongside input price pressure we have also assessed frontier shift based on Total 
Factor Productivity (TFP) measures giving an estimate in the range of 0.73 per 
cent to 0.92 per cent per annum for operating expenditure, and approximately 
0.6 per cent for capital expenditure.  The combination of input price inflation and 
frontier shift leads to a negative net frontier shift effect estimate of -1.1 per cent. 
In other words, overall prices are expected to grow at a faster rate than productivity 
improvements, at about 1.1 per cent per annum in nominal terms.
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7.4.2 OVERALL ASSESSMENT OF COSTS

If efficiencies were not applied and costs were increased using current cost to serve 
metrics and assumed input price pressure, then our total costs would be £88 million 
for the period, compared to our plan of £84 million. As such our costs show that we are 
delivering £3.9 million of efficiencies across the 2020 to 2025 period, equivalent to 1.0 
per cent per annum or compounding to 5.9 per cent by the end of period.

With this level of efficiency we consider our proposed position justifies an allowance 
of input price pressure to be applied for the 2020 to 2025 period. If input price 
pressure was not included this would effectively lead to a 10-year period of 
no allowance for inflationary pressure, which is unsustainable for a company 
demonstrating an efficient position.

Following the process of building up our retail plan of £84 million we have also 
tested this against econometric modelling to ensure we are operating at an efficient 
level. These econometric models generate a forecast cost of £85 million for 2020 to 
2025. This demonstrates that our costs of £84 million are set at an overall efficient 
level for the period.

7.5 FINANCING OUR PLAN

7.5.1 INTRODUCTION

We have worked hard to develop a business plan that is both compliant and delivers 
our customers’ and stakeholders’ priorities – despite us disagreeing with certain 
elements of Ofwat’s proposals, including the financial outperformance measure and 
rate of return position. 

However the critical elements of our 2020 to 2025 plan – including our Totex, 
performance commitments, outcome delivery incentives and rate of return – are 
designed to work as a complete package. Material changes to any of these elements 
are likely to have a significant impact on the deliverability of the plan as a whole.

7.5.2 THE RATE OF RETURN

Our plan relies on our shareholders providing the necessary financial support in 
return for receiving a fair rate of return. Their investment allows us to finance 
the capital investment we need to meet all of our statutory obligations and the 
performance commitments in this plan. 

Since we run vital assets that last many years, we think it is fairer that much of 
this upfront investment is financed by us, but that the returns on that investment 
are paid for by customers over a longer duration, like a mortgage. This is done by 
including the rate of return in customers’ water bills.

We engaged independent economic consultants to quantify what they thought 
would be a fair rate of return for our shareholders to receive over the duration of 
our 2020 to 2025 plan. Their detailed analysis concluded a rate of return that ranged 
between 3.8 to 4.2 per cent was appropriate.
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We have also considered Ofwat’s view that the rate of return for the water sector 
over the same period should be 2.3 per cent for the water wholesale business (which 
equates to 2.4 per cent when you include an additional 0.1 per cent for the retail 
margin). This is significantly lower than the bottom end of the range as determined 
by the independent economic consultants.

We therefore have concerns about how Ofwat has assessed the reasonable rate of 
return and consider that this is inconsistent with the available economic evidence. 
Nonetheless, we have devised a plan that results in a wholesale rate of return over 
the course of the 2020 to 2025 price control period at the rate of 2.3 per cent. 

Our shareholders have agreed to provide the investment required over the 2020 
to 2025 period even though they will receive a lower rate of return than the 
independent economic evidence suggests, with one important caveat. The critical 
elements of our 2020 to 2025 plan – our totex, performance commitments, outcome 
delivery incentives and cost of capital – only work as a complete package. If any 
one of these elements is undermined or rejected, then it places at risk the entire 
deliverability of this plan.

7.5.3 FINANCEABILITY

Our 2020 to 2025 business plan is highly dependent on us being able to continue to 
attract competitively-priced financing, both to support our investment plans and 
any re-financing of existing loans.

Lenders typically gauge a company’s financial strength with reference to its credit 
ratings – the rating agencies that analyse us are Moody’s and Standard and Poor’s. 

Our plan continues to maintain stable investment grade ratings (Moody's Baa2, 
Standard and Poor’s BBB) over the entire five-year period, despite the downward 
pressure on investment grade ratings that has been seen throughout the water 
sector. The maintenance of a stable investment grade rating is necessary for us to be 
able to continue to secure funding from lenders at a pricing level that is affordable.

Reducing	the	level	of	gearing

A total of £55 million of equity will be invested in the business at the start of the 
2020 to 2025 period to reduce our level of debt, and we will also significantly reduce 
dividends over the same five-year period.

For 2020 to 2025 this represents a nominal dividend yield of around 2.3 per cent, 
compared to the current dividend yield of around three per cent. These dividend 
yields are significantly lower than Ofwat’s view of what is a reasonable nominal 
dividend yield – which is five per cent.

These actions will ensure that our gearing reduces to 75 per cent at the very start of 
the 2020 to 2025 period and is kept at this level, which is a step reduction from the 
80 per cent level of gearing we are at in this period.

For water companies with greater than 70 per cent gearing, a new penalty has been 
introduced by Ofwat to allow for any higher returns that are earned as a result of 
the higher gearing level to be shared with customers.
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We, along with Vantage Infrastructure (the sole investment management firm for 
South East Water at that time), outlined our objections to this proposal in response 
to the Ofwat consultation in particular:

•  The	proposals	around	sharing	outperformance	associated	with	higher	gearing	
represent	a	retrospective	and	fundamental	change	to	incentive-based	regulation	
in	the	UK

•  the	approach	is	contrary	to	established	mainstream	finance	theory	that	
companies’	cost	of	capital	is	broadly	insensitive	to	the	level	of	gearing,	and	hence	
companies	do	not	accrue	any	“benefits”	associated	with	higher	gearing	to	the	
detriment	of	customers

•	 	the	mechanism	is	contrary	to	the	consistent	approach	adopted	by	Ofwat	and	
other	economic	regulators	in	the	UK.	In	addition	the	Competition	and	Markets	
Authority	has	highlighted	that	it	is	for	companies	and	their	directors	(not	the	
regulator)	to	determine	the	most	efficient	actual	financing	structure	to	meet	
their	circumstances.	This	established	regulatory	practice	is	the	basis	on	which	
investors	have	made	investments	in	the	UK	water	industry	in	general	and	South	
East	Water	specifically

As explained in our response to the consultation and our detailed analysis in this 
plan, higher gearing does not translate to higher returns for investors. In fact, the 
result of higher gearing is lower bills for customers, due to lower tax liability.

We therefore continue to disagree with the premise of the gearing penalty 
proposed by Ofwat. Nevertheless, since Ofwat has required the inclusion of such 
a mechanism in order for a plan to be considered compliant, we have included this 
penalty mechanism in line with Ofwat’s methodology. We believe Ofwat should 
further consider alternative gearing mechanisms that would achieve the same 
customer outcomes but would have less impact on the investor base. We, and 
others, may propose an alternative mechanism at a later stage in the process which 
should be considered as part of the Draft and/or Final Determination.
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Balancing	financial	resilience	with	bills	for	current	and	future	customers

We have looked at the balance between the amount current customers versus 
future customers pay for the investment we are making over the next five years, 
called the proportion of fast money.

We have the ability within prices to adjust to some extent the revenues that drive 
customer prices across the ten year period 2020 to 2030. The lever we can use 
to make this adjustment relates to the proportion of fast money i.e. collected 
from customers in the short term and slow money collected over a much longer 
time horizon. We believe there are three factors that lead to a requirement for an 
adjustment to an increase in fast money: 

•  We	have	assessed	our	financial	resilience	on	a	notional	basis	in	accordance	with	
Ofwat’s	guidance.	Our	assessment	confirms	that	we	can	maintain	our	current	
investment	grade	rating	but	with	limited	headroom	on	our	financial	ratios.	
Increased	headroom	will	provide	much	needed	financial	resilience

•  our	customer	research	showed	that	92	per	cent	of	customers	support	stable	bills.	
By	increasing	the	proportion	of	fast	money	in	2020	to	2025	and	reducing	the	
proportion	in	2020	to	2030,	it	delivers	more	stable	customer	bills.

•	 	we	have	also	assessed	our	proportion	of	fast	money	compared	to	the	rest	of	
the	industry	and	have	found	that	a	greater	proportion	of	our	investment	is	paid	
for	by	future	customers	than	by	current	customers	compared	to	other	water	
companies,	which	implies	that	our	natural	rate	of	fast	money	may	be	too	low

7.5.4 THE LEVEL OF DIVIDENDS WE PAY

Our	policy

We support the drive to make dividend policies fair, transparent and reflective of a 
company’s overall performance, in both the short and long-term.

It is also important we balance the payment of dividends with the interests of our 
employees too, not least when it comes to meeting our pension obligations for past 
and present members of staff.

Our dividend policy is linked to the ambitions and challenges we have set out in our 
2020 to 2025 business plan, particularly in the context of how well we have met, 
or not met, our performance commitments; and whether any outperformance 
payments should be shared with customers.

We will keep the policy under regular review to ensure that it takes account of the 
need to finance our future investment, so that the business becomes more resilient 
for current and future customers, and can cope with any sudden financial shocks too.
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Dividend	profile

We have assumed the following dividend profile for this plan which provides a yield 
of 2.3 per cent. This is below Ofwat’s reference of five per cent which it considers 
is a reasonable dividend yield for a company that performs in line with its final 
determination:

Mar 2021 Mar 2022 Mar 2023 Mar 2024 Mar 2025

Dividends paid (£m) 0.0 8.3 8.4 14.0 15.9

Our dividend policy also supports the performance commitments we have made to 
customers and the investment we need to make to meet those commitments.

Furthermore, if we receive an ODI penalty or reward, or are able to deliver our 
investment at a lower cost than we set out in this plan, we may review our dividend 
payment. If the dividend payment changes we will be transparent with customers 
what the reasons for that are, while assuring them that we will still meet all our 
water supply obligations.

What	customers	think	about	this	issue

For our responsible business research we explored with customers the principle of 
water companies making profits – and therefore paying dividends to shareholders 
from those profits.

Most customers accepted that profit is the outcome of running a successful and 
efficient business – as long as the profit is fair in that it correlates with the quality of 
the product and service being delivered.

In turn, dividends are seen as the vehicle through which profits are distributed. That 
said, for customers it is the profit headline that is more interesting – especially if 
that profit is deemed to be large and goes only to shareholders, rather than being 
reinvested back into infrastructure, and customer price reductions.

7.6 CORPORATE STRUCTURES
We have a company registered in the Cayman Islands that is a subsidiary to South 
East Water. This subsidiary company has historically borrowed money from pension 
fund and insurance company investors which it has then lent on to us.

While this subsidiary company is registered in the Cayman Islands it is resident for 
tax purposes in the UK – it does not gain any tax benefit from this arrangement.

Notwithstanding that there is no tax benefit, we recognise the negative association 
customers may make between Cayman Islands registered companies and tax 
avoidance more generally. We are therefore committing to closing this subsidiary 
company and, as a first step to this closure, will be removing 40 per cent of the debt 
that is held in that subsidiary company, to a company registered in the UK prior  
to 2020.
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7.7  OUR EXECUTIVE PAY APPROACH
Ensuring we are transparent about executive pay, and linking that pay and any bonuses 
to the measures that matter most to customers, is an approach we already take.

Our published annual report and financial statements details the ongoing 
remuneration policy – including annual bonus performance criteria and salary review 
– and also the longer-term incentive schemes that we adopt. 

Any rewards for the Managing Director and Executive Directors are based on a total 
reward package of all these elements, and are clearly linked to achieving challenging 
operational, financial and personal targets so we maintain a close link between 
overall rewards, corporate performance and the benefits delivered to  
our customers.

We currently give priority to the delivery of six key operational objectives around 
the following areas of performance:

•	 	Customer	satisfaction

•	 	health	and	safety
•	 	leakage
•	 	water	supply	interruptions

•	 	Service	Incentive	Mechanism

•	 	discolouration	contacts
No bonus is payable if three or more of these operational objectives are not met, 
irrespective of financial performance. Furthermore, the bonus progressively 
decreases if one or more of the objectives are not met.

As part of our Board’s responsible business commitments, the 2018/19 annual bonus 
scheme also includes objectives for the Executive Directors to improve diversity 
and inclusion, and develop our environment, social and governance framework and 
customer engagement strategy beyond PR19.

A long-term incentive plan (LTIP) was introduced at the beginning of the 2015 
to 2020 period. The LTIP has also been constructed so we continue to prioritise 
operational objectives that meet customers’ expectations, and no bonus is payable 
if the overall performance against our ODIs a penalty.

Any future LTIP is likely to be designed in a similar manner.
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8
8.1 INTRODUCTION 
The incentives we have applied to our performance 
commitments are fair and reflective of the essential 
service we provide, and deliver the outcomes that 
are important to our customers and stakeholders.

Designing these incentives is an important process 
that needs to be grounded in: 

•  The strategic intent of our Board, for example 
evolving our use of customer satisfaction as a  
way of measuring our future performance 

•  the value our customers place on changing levels 
of service across key areas of our work 

•  our customers’ views on the outperformance 
payments or underperformance penalties we 
get for beating or missing our performance 
commitments; and in particular how we share  
the benefits of any outperformance payments 
with customers 

•  the direction of travel expected of the water 
sector, particularly in relation to incentivising 
companies to move the top performers 
benchmark even further 

Unless we make significant improvements to 
performance we face the real prospect of more 
penalties than rewards. To illustrate this, while we 
perform above average on virtually all comparative 
measures, we would attract a penalty of £35 million 
if we were to maintain our performance at current 
levels.

Combined, they represent a maximum £86.4 million 
penalty or a maximum £20.5 million reward, which  
is equivalent to a return rate of -3.1 per cent to  
+0.7 per cent on the regulatory value of our business. 
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8.2  OUR APPROACH TO DEVELOPING OUTPERFORMANCE 
PAYMENTS AND UNDERPERFORMANCE PENALTIES 

Our performance commitments for this plan either have: 

• An outperformance payment and an underperformance penalty

• an underperformance penalty

• a reputational incentive

Combined, they strike the right balance so we:

DRIVE THE CHANGES 
IN PERFORMANCE 
WE NEED TO MAKE

FOCUS ON ALL  AREAS 
OF OUR BUSINESS – 

NOT JUST SOME

Our preference is to use financial incentives where they clearly underpin our 
commitment to improve our performance in areas that are a priority for our customers. 

However, for some areas that is not always appropriate. For some of our 
performance commitments we have adopted a reputational-based incentive for the 
following reasons:

•  Placing an outperformance payment or an underperformance penalty on the 
incentives to achieve our vulnerable customer performance commitments was 
considered inappropriate – by us, customers and our CCG 

•  the measure being used was new – for example the Event Risk Index and outage 
– and therefore not robust enough to be associated with an outperformance 
payment or an underperformance penalty 

•  the measure had a considerable overlap with another measure where financial 
outperformance payments or an underperformance penalty are already being 
applied – for example C-MeX and customer segmented satisfaction
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8.3 HOW THEY WERE INFORMED BY CUSTOMERS 
We undertook a specific piece of triangulation work to assess the findings  
from two key pieces of customer research – willingness to pay and attribute 
valuation – to help set the range of our outperformance payments and 
underperformance penalties.

In our triangulation process, we evaluated the research against clear criteria and 
concluded that it was appropriate to apply a 33 per cent weighting to our attribute 
valuation research; and a 67 per cent weighting to our willingness to pay 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 performance commitments.

We then tested the overall acceptability of our outcome delivery incentives with 
customers through a further piece of research, which explored: 

•  Their views on the principle of us getting rewarded or penalised for exceeding 
or missing our performance commitments – with any reward being paid by the 
customer and any penalty being paid to the customer – via their water bills

•  if the maximum amount that water bills should go up or down by, based on 
whether we exceed or miss our performance commitments

•  their preferences for compensating customers if we miss our targets relating to 
the number of supply interruptions experienced

•  whether we should use any outperformance payments to provide extra support 
for customers in vulnerable circumstances

80 per cent household  
and  70 per cent business
back linking price to performance 
with + or – £5 on bills supported.

63 per cent household/ 
53 per cent business think
it is fairer to give more to those 
who actually experience supply 
interruptions, and less to those who 
do not.
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8.4 OUR WHOLE RISK REWARD PACKAGE

8.4.1 RETURN ON REGULATED EQUITY (RORE)

The RoRE range in our business plan shows the assessment of the impact on the 
return our investment shareholders could receive, based on upside and downside 
financial scenarios – it is essentially showing the risk involved for the shareholders 
investing in our business. This assessment takes into account the likelihood and 
impact of relevant risk factors, the chances of different risks occurring at the same 
time, and the ability of the management team to mitigate any downside risks.

We have assessed the following risk factors that may have an impact on the RoRE 
that could be earned during the 2020 to 2025 period:

•  Revenue – the amount of revenue actually collected compared to the revenue 
allowance made in the final determination of our plan

•  wholesale costs – our operational and capital expenditure could differ from the 
allowance made in the final determination of our plan

•  household retail costs – our retail costs could differ from the allowance made in 
the final determination of our plan

•  new service incentives – captured in our ODIs and measures for household 
customers and developers (C-MeX and D-MeX)

•  financing risks – for example the interest cost on new debt compared to the 
allowance made in the final determination of our plan

We have assessed both high and low risk scenarios to RoRE that reflect all of these 
risk factors, using historical evidence of the risks already experienced by ourselves 
and other water companies.

“THIS ASSESSMENT TAKES INTO 
ACCOUNT THE LIKELIHOOD 
AND IMPACT OF RELEVANT 
RISK FACTORS
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The resulting impact on RoRE from these scenarios, for the appointed business, is 
shown in the figure below.
Figure 8.1: Resulting impact on RoRE
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The results of our RoRE analysis suggest the overall level of risk on the RoRE range at 
the appointee level appears  broadly in line with Ofwat’s expectations. Our results 
include the additional risks proposed in the Final Methodology with one additional 
element – the inflation risk on our nominal fixed embedded debt for the 2020 to 
2025 period.

In our high risk RoRE scenario, the shareholders can earn an additional 3.43 per cent 
from the appointed business; while in our low risk RoRE scenario, the shareholders 
could earn 6.42 per cent less than the base return, meaning they make a loss.

Compared with the 2015 to 2020 period, the balance of risk and reward is now more 
heavily tilted towards achieving this plan’s ODIs, which reflects the increasing focus 
on meeting the outcomes that deliver our customers’ and stakeholders’ priorities. 
Furthermore, the design of our ODIs has more downside risk to the company than 
customers, due to the ambition we have clearly articulated in the stretching 
performance commitments for this plan. 

8.5 BALANCING AND MANAGING RISK
Creating a forward-looking business plan when the future is far from certain means 
there are risks around some of the decisions we are making.

It is important we understand those risks, and can manage and mitigate any 
impacts. We use two main approaches to help us do this – our Corporate Risk 
Register and our Company Monitoring Framework (CMF). We now outline the key 
outputs of our risk management process.

Appendix 15  
Risk management 

and mitigation

Base case RoRE =  4.61%
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Our Corporate Risk Register
Our Corporate Risk Register (CRR) is managed by our Executive and the Board 
and includes all material risks to the management of our business as a whole. It 
allows us to scrutinise operational and strategic risks and is a key indicator of our 
performance and organisational health. The CRR is reviewed regularly to ensure risks 
are considered and documented consistently and that actions to reduce any risks 
are monitored. The highest level risks are reported to the Board.
In producing this business plan we have reviewed our current CRR to identify any 
new, or changed, risks. This process reviewed 179 risks and resulted in the following:

•  32 new risks or risks where the risk score has been amended

•  eight risks removed as no longer applicable or transferred to a new risk

These changes reflect the more challenging targets and higher penalties we face – 
which increases risks – but also the extra, critical investment we are making to be 
more resilient – which decreases risk.

Our Company Monitoring Framework

Our CMF covers the management of risks associated with the data and information we 
publish, and our progress on achieving our performance commitments. We publish it 
so that we are transparent with our customers and stakeholders about the potential 
impact on those areas of our water supply service that matter most to them. Thanks to 
the quality of our CMF, we have been placed into the highest category of self-assured 
water companies for the last two years.
We have applied the same CMF framework and principles to this business plan.  
The framework ensures we:

•  Assess the risk of key outcomes and outputs

•  assess the impact on customers

•  assess the controls we have in place

•  develop risk mitigation measures

•  have an external assurance process

•  monitor our progress via our annual and published CMF

We have reviewed the risks associated with each of the 35 new performance 
commitments in this plan, and developed a CMF for the 2020 to 2025 period.

This process has identified 129 risks associated with our 2020 to 2025 performance 
commitments. Figure 8.2 shows the overall risk make-up of these risks, and how they 
compare to the 2015 to 2020 period. 

Figure 8.2: Comparison of risks in 2015 to 2020 and 2020 to 2025
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Table 8.3 shows a summary of impacts relating to the delivery of our outcomes.

Table 8.3: 2020 to 2025 risk assessment summary – before any action

Outcome Impact to 
customer

Risk 
rating

Control Number 
of risks

Our customers are happy with 
the service we provide

Major High Adequate 15

Our customers trust the safety 
and quality of their tap water

Major High Adequate 14

Developers rate the service we 
provide to them

Moderate Med Adequate 3

We help customers out of 
water poverty

Minor Low Effective 1

We give customers extra help 
when they need it

Moderate Low Effective 3

Leakage levels are sustainable 
and supported by customers

Major High Adequate 9

Customers are empowered to 
reduce their water use

Moderate High Adequate 4

All the water we supply is 
accounted for

Minor Low Effective 8

Our water supplies are 
maintained during more severe 
droughts

Moderate Med Effective 4

Our water supply network is 
resilient for this generation 
and the next

Moderate Extreme Adequate 37

Our environment thrives, now 
and into the future

Minor Med Adequate 31

We have used this assessment to devise a risk mitigation plan. 
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Area of risk Risk detail Controls and mitigating actions

Customer 
experience 
measures

Major incidents 
occurring impact 
on C-MeX and 
satisfaction 
performance 
commitments.
As a result, we 
receive an increased 
number of written 
complaints, 
telephone contacts 
and negative media 
coverage.

A sudden change in weather can have a significant impact 
on our pipes which can cause water supply interruptions 
to customers. When the weather gets colder there is a 
risk of freezing pipes; when the weather gets warmer the 
ground gets drier and this movement can cause our pipes 
to crack.

Such weather changes are beyond our control and 
therefore they remain a ‘high’ risk in our framework. We 
do, however, have comprehensive emergency plans to 
minimise the impact on customers if these events do 
occur and continue to invest in our network to maintain 
and improve our asset resilience. Our actions also include 
resource management to maximise the amount of 
water available in anticipation of high demand, and we 
implement a range of pre-winter readiness checks  
and plans.

A rigorous review is undertaken following any large scale 
event, including customer research, to ensure lessons can 
be learned and improvements made.

Our “five-out-of-five” customer service team is in place 
to satisfactorily resolve customer queries and complaints 
should an incident occur, which includes a dedicated 
customer care team to ensure we provide extra support 
and assistance to vulnerable customers.

We continue to invest in our website and use of social 
media to ensure we maximise the use of all channels to 
communicate with our customers and stakeholders.

Water quality 
compliance 
(CRI)

Event Risk 
Index (ERI)

Ingress at reservoir 
sites.

A range of existing controls are in place including:

•  Internal auditing of our treatment works, reservoirs  
and processes

• reservoir inspection and cleaning programme

• water quality sampling regime

• rolling remedial work programme

These critical water quality activities are regularly 
reviewed within the Strategic Water Quality Steering 
Group to ensure improvements are identified and 
implemented where possible.

Table 8.4: 2020 to 2025 risk mitigation plan
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Area of risk Risk detail Controls and mitigating actions

Leakage target Stretching leakage 
target not achieved
Leakage target can 
be affected by a 
wide range of factors 
including: severe 
weather events, 
resource constraints, 
and use of new 
technology not 
realising projected 
savings

Failure to meet 
the target would 
lead to financial 
penalty and negative 
reputational 
impact which could 
manifest itself 
across a range of 
other performance 
commitments 
– e.g. customer 
satisfaction.

A comprehensive leakage strategy is developed for a 
five-year period with detailed annual activity plans to 
ensure our targets are achieved. The strategy and work 
programme is regularly reviewed by a Leakage Steering 
Group that meets every month.

A comprehensive reporting system is in place to monitor 
in-year progress and activity plans cover all areas of 
the business. Resources are flexed to meet demand 
during peak times to ensure our service to customers is 
maintained.

If leakage rises as a result of unusually cold weather, leak 
detection resource levels are increased in the following 
months to compensate.

Use of new technology is reviewed to ensure it is 
delivering the anticipated results.

Per capita 
consumption 
(PCC)

We are not able 
to encourage 
customers to reduce 
their consumption
A wide range of 
factors influence 
water use by 
customers 
– attitudes/
beliefs, weather, 
demographics, 
affluence etc

Our plan outlines our 
‘behavioural change 
toolbox’ and how we 
aim to achieve our 
PCC targets, however 
customers may not 
be as responsive 
and reduce their 
consumption 
therefore there 
is an element of 
uncertainty that 
our target can be 
achieved.

Our ‘behaviour change toolbox’ is designed to continually 
test, learn, adapt and adopt new initiatives so that we 
can find the most effective ways of working with our 
customers to encourage them to reduce their water use.

We will be implementing a new water efficiency plan and 
will be investigating the market to source potential new 
delivery partners.

We will also be enhancing our internal capability by 
appointing a dedicated water efficiency team that will 
work across the business to ensure we are maximising 
every touch point with customers to achieve our targets.

We plan to further develop our understanding and use 
of behavioural science techniques and enhance our 
partnership working with stakeholders.

Table 8.4: 2020 to 2025 risk mitigation plan continued
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Area of risk Risk detail Controls and mitigating actions

Water supply 
interruptions

Risk of interruption 
performance 
failure could result 
in disruption and 
inconvenience 
to customers as 
well as a failure of 
our performance 
commitment and a 
financial penalty.

The potential risk to 
customers could be 
higher in areas with 
a single source of 
supply. 

Our focus is to ensure all interruptions to supply are 
resolved as quickly as possible. We undertake a wide range 
of activities to deliver this, including:

•  Training with employees and contractors to encourage 
methods of repair which do not require interruptions  
to supply

•  review of emergency planning procedures to ensure 
they are up-to-date and include lessons from previous 
incidents

•  review of our core asset data to ensure all of our 
information is up-to-date

•  strategic valve surveys and replacement programme

•  network pressure management

•  calm value network operations

•  optimised strategic mains replacement programme

•  comprehensive leakage strategy

•  customer communications plans for when  
incidents occur

•  where we have single sources of supply, our business plan 
includes further investment to introduce more resilience 
through improving cross-connections across our network.

Water mains 
bursts

Increase in burst 
rate frequency
This could be due to 
extreme weather – 
including changes 
in temperature and 
ground conditions, 
or due to a strategic 
mains failure.

The increased focus 
on leakage with 
improved leakage 
detection will result 
in greater number of 
reported bursts.

Mitigation activities for this outcome are consistent with 
those undertaken to mitigate the risk of increased water 
supply interruptions.

In addition regular monitoring of our network and analysis 
of historic performance allows us to target out investment 
to hotspot areas that are more likely to result in network 
failure.

Table 8.4: 2020 to 2025 risk mitigation plan continued
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Risk assessment after mitigation plan

The following table shows the risks for each outcome after the mitigation actions 
outlined are completed.

Table 8.5: 2020 to 2025 risk assessment summary – after mitigation actions

Outcome Impact to 
customer

Risk 
rating

Control Number 
of risks

Our customers are happy with 
the service we provide

Major High Adequate 15

Our customers trust the safety 
and quality of their tap water

Major High Adequate 14

Developers rate the service we 
provide to them

Moderate Med Adequate 3

We help customers out of 
water poverty

Minor Low Effective 1

We give customers extra help 
when they need it

Moderate Low Effective 3

Leakage levels are sustainable 
and supported by customers

Major High Adequate 9

Customers are empowered to 
reduce their water use

Moderate Med Adequate 4

All the water we supply is 
accounted for

Minor Low Effective 8

Our water supplies are 
maintained during more severe 
droughts

Moderate Med Effective 4

Our water supply network is 
resilient for this generation 
and the next

Moderate High Adequate 37

Our environment thrives, now 
and into the future

Minor Med Adequate 31
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Our mitigation measures reduce the risk rating of two outcomes.

1  Customers are empowered to reduce their water use – from high to medium

  This outcome relies on our customers reducing their water use as a result of our 
engagement campaigns.

  Our ‘customer behaviour change’ toolbox will be used to define the most effective 
ways of working with customers so we can encourage them to reduce their water 
use. While we are significantly increasing our resources in this area, many other 
factors affect how people use water and most of these are largely out of our 
control, in particular, the weather. The medium risk rating reflects the continuing 
risk of not achieving this outcome.

2  Our water supply network is resilient for this generation and the next – from 
extreme to high

  The highest risk for this outcome is for water supply interruptions, particularly for 
customers supplied by single source of water. This can be heavily influenced by 
extreme weather which, although of low probability, has a significant impact when 
it does occur. We have comprehensive emergency plans in place to deal with the 
consequence of extreme events and have put in place a number of improvements 
following lessons learnt from recent events; in particular, we are focussing our 
efforts on resolving all water supply interruptions as quickly as possible through 
improvements in employee training, reviewing our operational procedures and 
asset data, and improving customer communications. 

  Where we have single sources of supply, we are investing in more network cross-
connections to improve our overall operational resilience.

  Combined, these measures mitigate some of the risk; however, it still results 
in a high risk rating which is reflective of the significant affect of water supply 
interruptions on customers, particularly those who are reliant on a single source 
of supply. The remaining risk of strategic mains failures, although reduced 
through mitigating measures, also remains high. 

Three other outcomes remain with the overall high-risk rating. Although they have 
appropriate controls and mitigation actions, due to the size of the impact of the risk 
occurring they remain as a high risk. These are:

1  Our customers are happy with the service we provide

  The high risk assigned to C-Mex reflects the fact that major incidents affect 
customer satisfaction and see an increase in the number of contacts and 
complaints. Such incidents are usually related to the impacts of extreme weather

2 Our customers trust the safety and quality of their tap water

  The risk of water ingress at reservoir sites remains high despite the controls and 
actions we have in place; and reflects the high impact such an event would have  
on customers

3 Leakage levels are sustainable and supported by customers

  The high risk rating remains despite the controls and actions we have put in 
place and reflects the extent of stretch associated with achieving a 14 per cent 
reduction in leakage, and the effect a severe weather event could have on  
leakage levels
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“INNOVATION IS 
ESSENTIAL TO 
DELIVER OUR 
PROMISES TO 
CUSTOMERS 
FROM 2020 
TO 2025 AND 
BEYOND
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9.1 OUR INNOVATION STRATEGY 
Innovation is essential to deliver our promises to customers 
from 2020 to 2025 and beyond. Without innovation, across 
virtually all our performance commitments we would not be 
able to deliver the stretching targets and improvements we 
have set out in this plan, and so could face financial penalties 
of £86.4 million over the period.

To support the drive for greater innovation we 
examined multiple sources of data, including the 
findings from our research with customers and 
stakeholders the aspiration of the Board and our 
employees, as well as our track record to date, to 
develop a matrix of innovation opportunity.

That matrix has informed our Board’s focussed 
innovation strategy, how it will be governed 
and delivered. The strategy provides rigour and 
transparency in our approach to innovation, and 
means we are able to target and monitor its 
effectiveness and then communicate progress in  
the right way. 

 

 
 
HOW THIS 
PLAN IS 
INNOVATIVE 

Appendix	16	 
Innovation
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9.1.1	 OUR	TRACK	RECORD	IN	INNOVATION:	2015	TO	2020	

Appendix	16	 
Innovation

SECTION 9

Customer	satisfaction	– 
first UK water company to introduce customer 
satisfaction as measure of performance

Leakage	– 
using drones to find leaks, while our  
in-house team created a bespoke 
monitoring platform that has underpinned 
our impressive leakage reductions 

Demand	management	– 
using behavioural science and “nudge 
theories” to dramatically change 
customers’ water use behaviour

Catchment	management	– 
combining partnerships, relationship 
management, behavioural techniques 
and sound science to protect raw water 
quality and the environment

Protected	species	and	biodiversity	– 
new eel screens developed with regulators and 
supply chain now considered best practice; 
reintroducing a near-extinct species of cricket 
to our company-owned chalk grasslands

Working	with	others	–	
for the greater good of customers, the 
region and industry including sharing 
water supplies (e.g. Water Resources in the 
South East) and sharing billing activities 
(e.g. One Bill project with Southern Water)
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9.1.2	 WHERE	WE	WILL	INNOVATE	NEXT:	2020	TO	2025	

Our innovation is deliberately focussed on our customers’ and stakeholders’ 
priorities and where there are the biggest opportunities for us to ‘lead’ innovation  
in the following areas: 

•	 	Customer	satisfaction	approaches

•	 	vulnerable	customer	approaches

•	 	leakage	activities
•	 	demand	management	

•	 	catchment	management

•	 	improving	biodiversity

•	 	responsible	business	approaches
This approach does not preclude us innovating in other areas of our business; in fact 
we remain committed to being an early adapter and adopter of tried and tested 
innovation where it clearly makes good sense to do so. 

Using behavioural science techniques is an example of innovation that delivers 
multiple benefits across many of the areas of focus outlined above. We will use 
techniques that have already been tested so that customers can help us achieve 
shared goals such as reducing water use, are better informed and prepared ahead 
of extremes of weather, and are part of the awareness-raising activities around our 
vulnerability services. Our range of planned activities will include the use of social 
norms, motivation and comparisons and will build on what we have already learned 
about the effectiveness of more tailored and targeted communications.

9.1.3 DEVELOPING THE TOOLBOXES TO DELIVER INNOVATION 

The ability to effectively deliver innovation is as important as a focused innovation 
strategy.

Our approach for our 2020 to 2025 business plan has been to ensure it contains 
well thought out, credible promises to achieve our stretching performance 
commitments. 

That credibility stems from being able to use the range of techniques we have 
already researched, trialled or benchmarked. These techniques make up our 
dedicated toolboxes which will drive the performance and innovation we are 
committing to.

We have created three key toolboxes to help deliver our 2020 to 2025 business plan.

Appendix	16	 
Innovation

SOUTH EAST WATER

152



OUR TOOLBOXES
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Resilience in  
the round

Appendix	8	
Vulnerability: 
affordable, 
accessible and 
protective 
services

SECTION 9

The	behavioural change toolbox	for	customers	–	so	customers	
help	us	achieve	shared	goals	because	they	reduce	their	water	use,	
respond	proactively	to	the	weather	and	support	the	awareness	raising	
activities	for	our	vulnerability	services.	This	toolbox	is	also	the	essential	
delivery	element	for	our	resilient	customer	concept.	

The	partnership toolbox	for	our	stakeholders	–	who	have	told	us	
they	have	a	strong	desire	to	increase	their	participation	in	water	issues	
and	activities,	a	highly	valuable	source	of	innovation	and	engagement	
for	our	company.	We	will	build	on	all	the	contacts	we	have	made	with	
stakeholders	in	creating	this	plan,	and	seek	new	alliances	across	
many	of	our	activities,	with	a	particular	focus	on	environmental	and	
vulnerability	areas.	

The	innovation toolbox	for	our	business	–	containing	techniques	
from	existing	initiatives	as	well	as	new	tools	we	are	building,	including:

•  More supply chain involvement in problem solving. This will include using new 
techniques and resources such as hackathons and skunk works®; and joint 
funding of options not looked at previously

•   smart network creation – we are trialling a truly smart network (possibly the 
first in the UK) to use existing mobile technologies to relay customer water 
use data in real time. As ‘connected homes’ proliferate, we will also look to 
deliver services to customers in vulnerable circumstances, such as alerts to 
family members about elderly customers with worryingly excessive or limited 
water consumption

•    greater insight into the drivers of satisfaction of customers using our new 
value-based segmentation tracker. New insight provides the opportunity 
to evolve our services and products so we meet our customers’ needs and 
expectations as they evolve too



9.2  PROMOTING MARKETS THROUGH WATER TRADING 
AND DIRECT PROCUREMENT OF LARGE PROJECTS

9.2.1 PROMOTING MARKETS THROUGH WATER TRADING

There are three broad areas where the water resources market is developing.  
These are:

•	 	The	bidding	market

•	 	bilateral	market	opening

•	 	direct	procurement

We are fully supportive of this evolving approach. We wrote the first paper 
introducing the concept of bidding frameworks in 2016 as it should help to reduce 
the overall cost to customers, while securing future water supplies in the face of 
more demand for water from a growing population.

The	bidding	market

The development of a market for water resources allows third parties to submit bids 
to incumbent water companies to provide water resource solutions. These could 
be supply-side solutions (such as transfers of water between water companies) 
demand-side solutions (such as water efficiency schemes provided by a third party) 
or water trading (a third party trading with a water company).

Supporting	the	market	with	a	Bid	Assessment	Framework

We have produced a Bid Assessment Framework to assess bids from other water 
companies or third parties to provide our water resource solutions – both demand 
and supply options.

Our framework includes a two-stage screening process for all bids received. It also 
clearly sets out the assessment criteria we will use so bidders can see how we will 
make our decisions. The two-stage process means that our assessment will be 
proportionate for all parties, and we have developed our criteria to ensure that they 
are non-discriminatory.

Water	trading	incentives

We support the decision to maintain incentives for any water trading that is agreed 
during 2020 to 2025.

To date we have not undertaken any water trading agreements that would have 
qualified for the incentives. Looking ahead, we have assessed our future water needs 
as part of our WRMP and similarly do not have any specific plans for water trading in 
the 2020 to 2025 period.

Bilateral	market	opening

This will allow retailers to enter into contracts directly with third-party water 
suppliers which, in turn, will pay a charge for using the existing distribution 
networks and – if needed – water treatment facilities.

We have set cost-based charges for providing this access to our network plus water 
services that are fair and equal to all parties. We have done this in line with Ofwat’s 
guidance and those costs have also been externally checked and assured.

Appendix	7	 
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SECTION 9

Appendix	17	 
Direct 
procurement  
for customers

9.2.2	 	DIRECT	PROCUREMENT	OF	LARGE	PROJECTS

Water companies have been encouraged to identify large investment schemes that 
could be directly procured i.e. built, operated, maintained and financed by other parties, 
as this could deliver greater value for money to customers. Table 9.1 summarises the 
four schemes we considered for direct procurement, against the following areas:

•	 	The	economics

•	 	size	and	discreetness
•	 	value	for	money

•	 	balance	of	risk
Table 9.1: Summary of our investment schemes considered for direct procurement

 
Assets

 
Type

 
Summary

Construction	
period	(yrs)

Asset	life	
(yrs)

 
Timing

Aylesford 
Newsprint

Water 
treatment 
work

Use of existing ground 
water and stream 
licenses at Aylesford 
Newsprint to construct 
a new WTW for the 
treatment and supply 
of 20Ml/d

2 60 2020 
to 

2025

Bewl to Darwell Transfer 
scheme

Abstraction of 8Ml/d 
of raw water from Bewl 
Reservoir, treatment 
at expanded Bewl 
WTW and transfer to 
Standard Hill Service 
Reservoir

1.5 60 2020 
to 

2025

Broad Oak 
Reservoir

Reservoir and 
treatment 
works

New reservoir. Raw 
water abstracted 
from the Great Stour, 
12km downstream, 
and pumped to 
reservoir. New WTW 
for treatment of raw 
water from reservoir

5 80 2025 
to 

2030

Arlington 
Reservoir

Reservoir 
and new 
abstraction 
pipeline

New reservoir to north 
of existing Arlington 
reservoir, supplied 
by pumping via new 
abstraction and 15km 
pipeline from River 
Ouse

5 80 2025 
to 

2030

That review concluded that two projects, Broad Oak Reservoir and Arlington 
Reservoir, could potentially be delivered by direct procurement – albeit some areas 
of the assessment were marginal in terms of whether a direct procurement route 
would benefit customers. 

Given those findings, and the significant lead-in times and uncertainty around 
both projects, we are not putting them forward for delivery under the direct 
procurement model for the 2020 to 2025 period.

We will, however, keep that decision under review, not least as we expect greater 
certainty to emerge around the costs for these projects as they become more 
developed, and as the direct procurement market evolves.
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10
10.1 INTRODUCTION 
Ensuring we deliver the water supply service our 
customers want – at a price that is affordable and they are 
willing to pay – has always been an important element of 
any business plan.

For the 2015 to 2020 period our business plan was 
based around outcomes. An outcome sets out, in the 
broadest sense, what we want to achieve in all areas of 
our performance as opposed to just meeting a list of key 
performance measures. 

We developed 25 outcomes for our 2015 to 2020 plan 
– a high number compared to our water sector peers 
– and each of these were underpinned by ambitious 
performance commitments. These performance 
commitments were a mix of regulatory targets and 
customer satisfaction scores – the latter a reflection  
of the innovative approach to how we wanted to  
be held to account for our service, and which we  
continue to evolve. 

For some of these 25 outcomes we are able to earn 
financial rewards or incur penalties for performance 
that does not meet our commitments. These rewards 
and penalties were also shaped by our customers as we 
engaged with them on our 2015 to 2020 business plan.

It is on this basis that our current performance is assessed, 
reported on and scrutinised. 

Alongside supporting the delivery of customers’ priorities 
we are making sure we remain compliant with all of our 
legal obligations, and making investment decisions that 
protect the service of the future.

 
HOW THIS PLAN 
BUILDS ON 
OUR CURRENT 
PERFORMANCE 
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SECTION 10

10.2  WHAT WE HAVE DELIVERED  
FOR CUSTOMERS 

Our performance for the 2015 to 2020  
period so far has delivered:

    an improvement in customer satisfaction scores for: 
 the appearance of drinking water
  the taste and odour of drinking water
  leakage
  water pressure
  water restrictions 
 customers’ direct interaction with us

    a maintained customer satisfaction score for water  
supply interruptions, despite a number of significant 
operational challenges  

     a strong improvement in our Service Incentive Mechanism 
score and complaints at their lowest levels

     safe, high-quality drinking water that meets stringent 
standards and maintains customers’ trust – underpinned by 
a continuous reduction in the number of customer contacts 
about discolouration and stable performance on taste and 
odour issues

    a top-performing industry position for our leakage 
performance

    stable assets and a secure supply of water with no water 
use restrictions – despite the 2018 heatwave driving sustained 
high demand 

    our wide ranging environmental and statutory 
obligations including our award-winning catchment 
management programme

    a steady performance on all our financial obligations

CHECKLIST
2015 to 2020
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10.3 OUR CURRENT AND FORECAST PERFORMANCE 

Incentive 
type

2015/16 2016/17 2017/18 2018/19 2019/20 Total
Outcome Units Target Actual Target Actual Target Actual Target Forecast Target Forecast £m
Customers	
consider	the	
appearance	of	
their	water	is	
acceptable

Reward/
penalty

Customer 
satisfaction 
score 

4.6 4.4 4.6 4.5 4.6 4.5 4.6 4.6 4.6 4.6 0.000

Number of 
discol-
ouration 
contacts 
per 1,000 
population 

0.97 0.97 0.78 0.96 0.58 0.82 0.58 0.70 0.58 0.58 (0.536)

Customers	
consider	the	
taste	and	smell	
of	their	water	is	
acceptable

Reward/
penalty

Customer 
satisfaction 
score

4.3 4.1 4.3 4.2 4.3 4.2 4.3 4.3 4.3 4.3 0.000

Customers	
consider	the	
level	of	leakage	
is	acceptable 

Reward/
penalty

Customer 
satisfaction 
score 

4.0 3.4 4.0 3.8 4.0 3.8 4.0 3.9 4.0 4.0 (0.073)

Leakage 
target 
(Ml/d)

91.8 88.1 90.6 88.6 90.0 87.7 89.1 87.5 88.1 87.3 1.633

Customers	
consider	
their	direct	
interaction	
experience	to	be	
positive

Reward/
penalty

Customer 
satisfaction 
score

4.5 4.2 4.5 4.3 4.5 4.3 4.5 4.4 4.5 4.5 (0.017)

SIM score  
(out of 100) 

N/A 82 N/A 84.6 N/A 85.6 N/A 86.6 >80 87.7 0.000

Customers	
consider	bills	
to	be	value	for	
money	and	
affordable

Reputa-
tional

% N/A 71 N/A 74 N/A 71 N/A 73 >80 75 N/A

Customers	
consider	their	
water	supply	
is	of	sufficient	
pressure

Reward/
penalty

Customer 
satisfaction 
score 

4.5 4.2 4.5 4.2 4.5 4.3 4.5 4.4 4.5 4.5 (0.080)

Number of 
properties 
at risk 
of low 
pressure

60 53 60 49 60 47 60 47 60 47 0.017

Customers	
consider	the	
frequency	and	
duration	of	sup-
ply	interruptions	
is	acceptable

Reward/
penalty

Customer 
satisfaction 
score 

4.7 4.6 4.7 4.6 4.7 4.6 4.7 4.7 4.7 4.7 0.000

Average 
time 
lost per 
property  
(minutes)

12.7 32.05 12.3 12.9 12 44.6 12 10 12 10 (1.731)

Customers	
consider	the	
frequency	
of	water	use	
restrictions	is	
acceptable

Reward/
penalty

Customer 
satisfaction 
score 

4.4 4.2 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 0.193

Meeting 
the water 
resource 
deficit 
(Ml/d)

0 0 0 0 0 0 0 0 0 0 0.000

Table 10.1: Our current and forecast performance
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Incentive 
type

2015/16 2016/17 2017/18 2018/19 2019/20 Total
Outcome Units Target Actual Target Actual Target Actual Target Forecast Target Forecast £m
We	are	
compliant	with	
water	quality	
regulations

Penalty 
only

% mean 
zonal 
compliance

100 99.96 100 99.95 100 99.95 100 99.95 100 99.95 0.000

No.	of	breaches	
of	abstrac-
tion	licences,	
discharge	
consents	and	
environmental	
permits

Reputa-
tional

Number 0 25 0 5 0 215 0 0 0 0 N/A

No.	of	pollution	
incidents	
(category	1-2) 

Reputa-
tional

Number 0 0 0 2 0 1 0 0 0 0 N/A

No.	of	breaches	
of	health	
and	safety	
regulations

Reputa-
tional

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

No.	breaches	
of	national	
security	
obligations

Reputa-
tional

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

No.	of	
compliance	
breaches	of	
other	statutory	
obligation	
and	licence	
conditions

Reputa-
tional

Number 0 0 0 1 0 0 0 0 0 0 N/A

Above	ground	
asset	perfor-
mance

Penalty 
only

Assessment Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable 0.000

Number	of	
sites	at	risk	of	
flooding

Reputa-
tional

Number N/A 55 N/A 33 N/A 7 N/A 3 0 0 N/A

Water	mains	
bursts

Penalty 
only

Number 2,429 2,307 2,429 3,032 2,429 2,747 2,429 2,429 2,429 2,429 0.000

Kg	of	carbon	
emissions	per	
customer	per	
year

Reputa-
tional

kgCO2e N/A 36.8 N/A 37.2 N/A 37.2 N/A 36.2 37.7 36.4 N/A

We	will	monitor	
our	abstrac-
tions	at	low	
flows	at	envi-
ronmentally	
sensitive	sites

Reputa-
tional

Ml/d N/A N/A N/A -0.18 N/A -0.24 N/A 0 N/A 0 N/A

Table 10.1: Our current and forecast performance continued
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10.4  THE LESSONS WE HAVE LEARNED AND HOW  
THEY HAVE SHAPED THIS PLAN

10.4.1  INTRODUCTION 

The use of customer satisfaction as a key measure of our performance has 
challenged us to re-assess every aspect of our business, and how this can impact our 
customers and their satisfaction with the service we provide. 

It has also led to the cultural change which informs every decision and action we 
take, truly putting customers at the heart of our business.

The upshot is that our satisfaction scores for our customer outcomes are continually 
improving – particularly in relation to overall satisfaction with the level of leakage, 
which we are pleased with. We are also pleased that despite increasing expectation 
from customers generally, all our satisfactions metrics have either increased or 
remained stable.

However there are other areas of our service, particularly around our compliance 
outcomes, where we recognise we need to improve our performance. We do that by 
using the learnings – within our own business, across our industry or beyond.

Here is how we have used the learnings from our current performance to build our 
ambitions and commitments in our 2020 to 2025 plan.

10.4.2	 	WHAT	WE	HAVE	LEARNT	ABOUT	USING	CUSTOMER	SATISFACTION	 
AS A MEASURE 

We believe measuring customer satisfaction is the best yardstick for all customer-
facing activities.

However, there remain challenges in using customer satisfaction as a measure of 
our overall performance as it’s not always obvious what effect our ‘input’ has made 
on the ‘output’ ie the customers’ satisfaction score. That is why our satisfaction 
trials have been insightful, often demonstrating an incremental effect on customer 
satisfaction.

The experience we have gained from running satisfaction surveys has also shown 
there are some differences between satisfaction when analysed by more traditional 
demographics – such as age, gender, socio-economic groups. 

This type of social segmentation is the approach that has historically been used at 
successive price reviews; however, it is a blunt tool when it comes to understanding our 
customers better – we believe their views about their water service are more influenced 
by their attitudes and values rather than just their age or social status.

This is why we have evolved the use of customer satisfaction by developing  
attitudinal segmentation.

Appendix	18	 
Current 
performance
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SECTION 10

10.4.3	 OUR	WATER	QUALITY	PERFORMANCE	AND	LEARNINGS

Performance	 Learnings	

Our targeted maintenance 
activity has been effective at 
reducing discolouration issues. 
There has been a continuous 
reduction in our discolouration 
contact rate from 1.19 per 1,000 
population in 2014 to a record 
low level of 0.82 contacts per 
1,000 population in 2017

We have also seen an ongoing 
reduction in the number of water 
supply zones with elevated 
contact rates – from 12 zones 
which had above two contacts 
per 1,000 population (four of 
which had above four contacts 
per 1,000) to just six water 
supply zones with above two 
contact; per 1,000 population 
(and none of those had above 
four contacts per 1,000 
population)

However, there remains an 
issue with the disproportionate 
impact on water quality that 
customers’ own plumbing 
systems, appliances and 
products are having

Our proactive, multiple interventions are 
working. These include:

•  The optimisation of our water treatment 
works 

•  installing SeaQuest dosing at key sites

•  flushing 10% of our water main network 
each year 

•  instigating calm network operation training 

•  mains replacement in discolouration  
hot spots

Our projected overall discolouration rate 
for 2018, based on seven months of data so 
far, is currently tracking at 0.59 contacts 
per 1,000 population – which shows our 
approach continues to work and the benefits 
of our programme of works are beginning to 
be realised. We continue to show a forecast 
of 0.70 contacts per 1,000 population so 
this remains consistent with our PR14 
reconciliation submission 

One of our biggest water quality learnings 
is the need to further engage customers 
and businesses about the impact they can 
have on water quality – not just in their own 
homes and businesses but more widely in the 
community – if they have deficient plumbing, 
fittings or storage systems. That is why 
we have developed our resilient customer 
concept to tackle these issues
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10.4.4	 DRINKING	WATER	INSPECTORATE	(DWI)	ENFORCEMENT	ORDERS	

Performance	 Learnings	

We had a single breach of water 
quality regulations that occurred 
in May 2016; this related to an 
enforcement order from the 
DWI around how we reported our 
data under the Water Industry 
(Supplier’s Information) Direction 
2012 

We immediately implemented a 
series of corrective actions that 
allowed the DWI to revoke the 
enforcement order in May 2017, 
as it was satisfied the issues 
had been resolved and that our 
improvements demonstrated 
compliance 

The DWI also commented that 
the secondary internal checks 
we had implemented should 
be shared with the industry as 
an excellent example of good 
practice

As well as developing new processes that 
are now regarded as industry best practice, 
we gained valuable insight into how the risk 
developed in the first place. As a result we 
and the wider industry are better placed to 
pick up developing issues much earlier and 
prevent their escalation
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10.4.5 LEAKAGE

Performance	 Learnings	

We are one of the top industry 
performers on leakage. We 
have beaten our performance 
commitments in every year of 
the current period to date, which 
we are forecast to continue. 
This has been achieved through 
adapting and adopting new 
leakage strategies, practices, 
and technology

Our strong leakage performance in this 
period gives us confidence that we can 
achieve our stretching performance 
commitments in this plan 

We are committing to reduce our leakage by 
14 per cent by 2024/25. This will take us to a 
level of leakage beyond the current frontier 
performance and so we will need to use the 
skills we have developed this period

One immediate action is to build our 
learnings into a leakage prediction model 
that allows us to understand what else might 
be possible in terms of further leakage 
reductions. We will also use our resilient 
customer concept to ensure in-home and 
in-business leaks are repaired as quickly as 
possible 

Our leakage performance commitment 
for 2020 to 2025 will continue to form 
a key component of our outcomes and 
performance commitments package. 
However, for the purposes of our 
performance commitment it will be 
measured and reported on a three year 
average. That said we will report our yearly 
leakage performance in our Performance, 
People and Plant report, alongside the three 
year average, so we are transparent about 
how we are doing on this key measure
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10.4.6	 INTERRUPTIONS

Performance	 Learnings	

Our strategy at the beginning of 
the 2015 to 2020 period was to:

•  Reduce planned interruptions 
to zero

•  reduce baseline interruptions 
to circa five minutes 

•  prevent one-off large asset 
failures such as a trunk main 
burst that would materially 
impact on service and our 
interruptions target

We successfully achieved the 
first two; for example, for 
99 per cent of our baseline 
interruptions we are achieving an 
interruption target of less than 
five minutes. We have done this 
through our network strategy 
work which provides us the tools 
to better understand how to re-
zone water and respond faster 
and more effectively 

However, our performance 
around larger-scale interruptions 
is still proving a challenge to 
reduce. The majority of these 
interruptions are caused by 
a failure of a strategic main, 
although we have had one 
incident related to the freeze 
thaw event that was driven in 
the main by increased demand 
on customers’ pipework

The learnings from larger-scale interruptions 
– notably the Hailsham burst main and the 
freeze thaw event – has seen the creation 
of an independently audited action plan; 
and fed the operational resilience strategy 
detailed in this plan

We have also developed a number of 
initiatives to minimise the service impact to 
customers from baseline interruptions, in 
particular those caused by single, large asset 
failures. Our operational resilience strategy 
includes improved interconnectivity of the 
network to provide alternative sources of 
water. We continue to develop approaches 
that mitigate the larger asset failures 
happening in the first place – not least to 
ensure the maintenance of our network is 
optimised to target mains with the greatest 
potential to fail and disrupt 

That said, the Hailsham burst main event 
was on a section of pipeline that had no 
indication of potential failure, and so even 
the most effective replacement strategy 
will not completely remove the risk of a 
catastrophic failure. To counter that risk we 
have looked at the causes of that failure and 
begun developing an innovative logistics 
tool, used by the military, to improve our 
response to these types of events

The large impact from customer-side leaks 
seen during the freeze thaw in March 
2018 – when we saw around 80% leakage 
attributed to that single event – is why a 
key component of this plan is our resilient 
customer concept. Engaging customers on 
leakage, how and where it happens and what 
they can do at home or in their businesses 
to prevent it (for example by being better 
prepared for winter by lagging pipes) will 
help improve the overall resilience of our 
water supply network
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10.5  OUR INVESTMENT FROM 2015 TO 2020 
Table 10.2 shows the investment we have made, and are forecast to make, during 
the current period.

Table 10.2: Our 2015 to 2020 investment

2012/13	price	base 2015/16 2016/17 2017/18 2018/19 2019/20 Total

Actual / forecast 143.3 143.0 148.4 156.0 143.4 734.1

Final Determination 147.9 155.9 165.5 159.0 148.4 776.7

Outperformance 4.6 12.9 17.1 3.0 5.0 42.6

The outperformance in the first three years of this period is largely driven by  
the following.

10.5.1	 ENGINEERING	EFFICIENCY

Our engineering team secured new contracts for 2015 to 2020 from our framework 
suppliers and improved the delivery of our investment programme by:

•	 Co-locating	engineers	and	contractors	so	they	worked	more	effectively	together	

•	 	developing	a	minor	works	team	which	focusses	on	delivering	the	less	complex	
programmes	of	work	with	minimum	overheads

•	 	working	with	framework	partners	to	look	for,	and	adapt	or	adopt,	alternative	
approaches

These changes all contributed to our cost outperformance.

10.5.2	 ASSET	EFFICIENCY

Our asset function improved the delivery of key engineering and non-engineering 
programmes by developing a new integrated approach to programme development 
(the Programme Definition and Optimisation Team); and increased their capacity 
in key areas where we have previously relied on external support e.g. the Water 
Industry National Environment Programme (WINEP) and the WRMP.

10.5.3 CUSTOMER METERING PROGRAMME

Our Customer Metering Programme is due to finish one year ahead of the original 
programme which means we will no longer have the overhead costs associated with 
that programme of work. 

SECTION 10
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10.5.4	 OPERATIONAL	EFFICIENCY

Energy	Efficiency

With a continuing backdrop of energy price increases we work hard to use energy as 
efficiently as possible while exploring ways we can make additional savings. Among 
the approaches we have undertaken during 2015 to 2020 are:

•	 Miser	–	network	and	pump	scheduling	optimisation

  Miser is our highly configurable and flexible suite of decision-making support 
tools that optimise water management, asset and resource planning and their 
associated costs. It means we can optimise our portfolio of energy assets so that 
we deliver water at least cost. 

  we have tariff management approaches in place to use our assets when energy 
tariffs are lower, and conversely restrict the use of those same assets use during 
peak tariff periods – for example, Miser ensures our service reservoirs are filled 
during off-peak charging periods.

•	 Triad	avoidance
  the triad system is the way National Grid charges businesses for the cost of 

the transmission network during extreme demand periods. The cost of energy 
in a triad period is very high and is a clear price signal to large energy users to 
reduce their consumption and ensure energy is available for all customers. We 
have worked hard to avoid triad period impacts and so reduced our exposure to 
very high energy tariffs. We also continue to make further use of our resilience 
generators as a substitute for grid energy.

•	 Export	pilots
  the use of our resilience generators has allowed us to undertake pilot schemes 

that export electricity back into the grid, for which we receive payments that we 
offset against our usual energy costs. Exporting back to the grid also supports the 
UK’s broader energy aspirations to balancing energy demand in the network to 
maintain a constant level of generation.

•	 Pump	efficiency

  over a period of time pumps become less energy efficient. While we can, and do, 
replace them, we have begun studies on refurbishing them. These studies have 
a two-fold advantage in that they improve our asset cost information (which 
can be fed back into Miser optimisation tool) but also identify pumps where 
refurbishment can lead to improved energy efficiency and reduce energy  
running costs.

•	 Metering	programme/demand	management

  our metering programme is due to be completed by the March 2019 so that 
approximately 90 per cent of household properties will be metered. While  
the key driver of the programme is to manage demand for water, a bi-product  
of lower water usage by customers is less pumping of water and reduced  
energy consumption.
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Procurement	Initiatives

We have improved our reservoir cleaning and maintenance services by developing 
a new contracting approach and ensuring key interfaces are in place with our water 
quality, operations and asset planning teams. For the cleaning element of the 
services we have introduced an emergency call-out provision, and streamlined the 
process for small works orders, to reduce the amount of time these key assets are 
out of service so our water supply service remains resilient.

“WITH A 
CONTINUING 
BACKDROP OF 
ENERGY PRICE 
INCREASES WE 
WORK HARD TO 
USE ENERGY AS 
EFFICIENTLY AS 
POSSIBLE WHILE 
EXPLORING WAYS 
WE CAN MAKE 
ADDITIONAL 
SAVINGS
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11
11.1 INTRODUCTION 
Our Board has taken collective responsibility for assuring 
our business plan. 

The full Board assurance statement describes the 
framework of engagement, control, challenge and 
oversight we put in place to ensure that our plan is high 
quality, resilient, and deliverable; and, while remaining 
affordable to our customers, it is also ambitious and 
innovative. In fact, this is the most ambitious and 
innovative business plan in our history.

Our plan is supported by customers and stakeholders 
because it has placed them at the heart of our decision-
making, and is underpinned by:

•  Comprehensive	customer	and	stakeholder	engagement	

• 	robust	business	planning	and	efficient	expenditure	
forecasts

•	 	a	thorough	and	systematic	assessment	of	the	
current	resilience	and	of	the	interventions	necessary	
to	manage	resilience	in	the	long-term	interest	of	
customers,	the	environment	and	society

 

 
 
OUR 
ASSURANCE 
OF THIS PLAN 
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11.2 OUR ASSURANCE PRINCIPLES FOR THIS PLAN 
Our strategy for assuring this business plan has been developed on the sound basis 
of our Company Monitoring Framework (CMF). This has contributed to us being 
classified by Ofwat as a self-assured company, the highest category. 

The assurance framework we developed for this plan ensures the same level of 
governance, assurance and scrutiny as in our CMF, but it is further enhanced to cover 
the requirements of our customers, stakeholders and regulators that are relevant  
to our business plan. The principles of our assurance framework are illustrated in 
figure 11.1:

Figure 11.1: Assurance principles
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11.3 BOARD ASSURANCE 
The Directors of South East Water all recognise our collective responsibility to 
provide the strategic leadership for a business that provides an essential service; 
and to promote good corporate governance and professional conduct within a 
framework of effective controls that identify and manage any risks to the provision 
of that service.

We understand our collective duty to achieve the long-term success of the company 
by striking the right balance between the interests of current and future customers, 
of the communities we serve, of the environment that underpins the provision of our 
essential service, of our employees, and of our shareholders. 

We want to remain focused on providing the best level of service to our customers 
at a fair and affordable price while ensuring they can benefit from resilient and 
sustainable water supplies in the long-term. 

11.3.1 BOARD STRUCTURE AND GOVERNANCE 

Our Board is structured, managed and our performance measured to ensure that it is 
effective and complies with the highest standards of corporate governance. 

Figure 11.2 shows the specific governance we have put in place for this business plan 
with two additional committees. 

Figure 11.2: Board structure and governance as of September 2018 
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The Board’s PR19 committee – which includes Non-executive directors – monitors 
the progress of the programme and its outputs, and provides a forum for more 
detailed discussions on key strategic areas such as:

•	 Customer	and	stakeholder	engagement	and	research

•	 vulnerability	services	
•	 performance	commitments	and	ODIs

•	 engagement	with	our	CCG

•	 programme	plan	and	risk	management

That has been supplemented by the Board’s PR19 technical committee which has 
focused on financing, financeability, capital structures, risk and return, and Totex.

In accordance with the CMF, the Board has established a strong governance and 
management framework ensuring statutory requirements are met and published 
data is robust, accurate and of a high quality. Figure 11.3 shows the company-level 
governance structure in place for the business plan. 

Figure 11.3: 2020 to 2025 business plan governance structure
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11.3.2 BOARD CHALLENGE 

Throughout the development of the plan the independent non-executive directors 
have constructively and effectively challenged and helped develop the proposals on 
strategy, the key principles underlying this plan and the selection of best options 
to ensure, in particular, that the interests of customers were duly considered and 
protected.

The Board as a whole has actively scrutinised, tested and challenged the options 
and assumptions in the plan, each director contributing their experience and 
perspective; all being conscious of the need to keep bills affordable while 
challenging the management to improve ambition and innovation and to ensure  
the plan is of the highest quality. 

In particular, the Board has challenged the executive and management team on:

•	 	Ensuring	our	plan	is	based	on	a	comprehensive	and	robust	investment	
programme	while	at	the	same	time	including	challenging	efficiency	assumptions	
so	that	any	impact	on	customers’	bills	is	minimised

•	 	ensuring	our	targets	are	stretching	as	an	overall	package	as	well	as	for	each	
individual	performance	commitment	

•	 	ensuring	targets	and	incentives	are	balanced	across	the	range	of	performance	
commitments	so	management	is	not	focused	on	a	few	individual	targets	to	the	
detriment	of	others

•	 	maximising	the	use	of	reputational	incentives	by	considering	how	we	will	report	
on	our	performance	in	the	future	

•	 	ensuring	we	evidence	the	learning	and	insight	we	have	gained	over	the	past	few	
years	in	reducing	our	complaint	levels	and	improving	satisfaction

•	 	ensuring	we	focus	on	ongoing	engagement	and	delivery	of	our	plan	as	much	as	
producing	a	high	quality	plan,	including	highlighting	the	risks	of	delivery	and	
what	mitigation	actions	can	be	implemented

•	 	ensuring	we	work	with	other	utilities	to	see	how	data	sharing	can	be	improved	to	
help	identify	vulnerable	customers

•	 	challenging	the	company	about	how	the	Board	can	get	more	involved	in	the	
engagement	programme	to	gain	a	greater	depth	of	insight	and	learning	–	which	
led	to	the	creation	of	the	Board	Engagement	Programme

•	 	ensuring	that	our	efforts	on	innovation	are	not	diluted	by	trying	to	be	a	‘lead	
company’	in	every	area	–	critical	evaluation	of	the	areas	our	customers	and	
stakeholders	tell	us	is	important,	and	balancing	that	with	our	strategic	priorities	
and	ability	and	track	record	of	innovation	

•	 	ensuring	our	resilience	approach	covers	all	aspects	of	corporate,	financial	and	
operational	issues	but	with	a	central	theme	of	how	we	can	work	with	customers	
and	stakeholders	to	improve	resilience	for	all

•	 	ensuring	we	undertake	research	and	engagement	to	understanding	society’s	
view	of	our	business	as	it	is	essential	to	help	deliver	on	our	trust	and	legitimacy	
aims	and	be	a	responsible	business
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•	 	ensuring	we	build	a	partnership	approach	with	our	stakeholders	to	help	us	across	
the	range	of	our	business	activities	–	from	catchment	management	to	helping	
identify	customers	in	vulnerable	situations

•  ensuring	we	put	in	a	place	a	comprehensive	assurance	programme	that	clearly	
demonstrates	the	evidence	the	Board	has	used	to	make	its	decisions	and	be	able	
to	approve	the	required	Board	assurance	statements

11.3.3 CUSTOMER CHALLENGE GROUP 

The CCG has been central to the development of this plan, providing significant 
challenge on many areas of our work and on the decisions we have made – whether 
for this plan or our business more generally. It has challenged the company in several 
key areas, namely:

•	 	Customer	engagement	and	our	wider	evidence	base	–	its	quality	and	impact	on	
the	business	plan

•	 	affordability	for	current	and	future	customers,	and	those	struggling	(or	at	risk	of	
struggling)	to	pay

•	 	vulnerability	–	ensuring	customers	with	additional	needs	are	able	to	have	equal	
access	to	the	benefits	of	water,	and	are	protected,	particularly	when	things	go	
wrong,	for	example,	interruption	of	supply

•  performance	commitments	and	ODIs	–	the	approaches	to	setting	performance	
commitments,	their	ambition,	the	evidence	used	in	the	development	of	
performance	commitment	and	ODI	development	(including	customer	
engagement	and	consultation)	

We have embraced these challenges and actions as they have had a positive impact 
on our plan and business. We are very grateful to all the CCG members for the time 
and effort they have given. 

11.4 BOARD ASSURANCE STATEMENT 
The Directors of South East Water all recognise our collective responsibility to 
provide the strategic leadership for a business that provides an essential service; 
and to promote good corporate governance and professional conduct within a 
framework of effective controls that identify and manage any risks to the provision 
of that service.

We understand our collective duty to achieve the long-term success of the company 
by striking the right balance between the interests of current and future customers, 
of the communities we serve, of the environment that underpins the provision of our 
essential service, of our employees, and of our shareholders. 

We want to remain focused on maintaining the right level of service to our customers 
at a fair and affordable price while ensuring they can benefit from resilient and 
sustainable water supplies in the long-term. 
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In providing this essential service, we recognise the responsibility of being a 
regulated monopoly. Customers cannot choose their water supplier, so it is our role 
to make sure our actions and behaviours, as well as our product and services, make 
customers feel that we can be trusted to serve them.

Effective engagement is a key tool to establishing that trust with customers and 
we have taken significant strides to do just that. This plan has been co-created 
with our customers and other stakeholders to ensure it reflects their needs and 
expectations. 

As the company’s Board, we own the overall strategy and direction of this business 
plan and take collective responsibility for assuring its quality and ambition. 

This statement, together with the remainder of this appendix, describes the 
framework of engagement, control, challenge and oversight that we have put in 
place to satisfy ourselves as Directors that the company has a high quality, resilient, 
and deliverable plan that is ambitious and innovative while remaining affordable to 
our customers. Our plan is supported by customers and stakeholders because it has 
placed them at the heart of our decision-making and has been underpinned by:

•	 Robust	business	planning
•	 comprehensive	customer	and	stakeholder	engagement	

•	 	a	thorough	and	systematic	assessment	of	the	current	resilience	of	our	systems	
and	services;	and	of	interventions	that	are	necessary	to	manage	resilience	in	the	
long-term	interest	of	customers,	the	environment	and	society	

• robust	and	efficient	expenditure	forecasts

We are confident that our business plan will, over the next control period and in the 
long term, enable the company to:

•	 Fulfil	its	statutory	and	licence	obligations
•	 remain	resilient	–	operationally,	financially	and	corporately	

• meet	the	expectation	of	the	UK	government’s	strategic	policy	statements

This statement sets out the governance, assurance and assessment processes 
that have given us a high degree of confidence in the quality of this business plan. 
It explains how we have provided rigorous Board scrutiny and made strategic 
decisions based on robust effective engagement with the independent CCG at 
Board and senior management level. It also explains how we have established clear 
accountability for data collection and analysis, and for the preparation of the 
different components of our plan which was reinforced by thorough internal and 
external validation. 

Engagement

Engaging with our customers and stakeholders to increase their satisfaction with 
our product and services has empowered everyone in the company to strive to do 
things differently and better. Our unique and innovative approach at the last price 
review included a suite of satisfaction measures as core performance commitments; 
and we see this business plan as an evolutionary advancement of that approach.  
Our engagement this time included corporate and financial structures; including 
profits, dividends, executive pay and taxation, although there was generally limited 
interest in this. 

SOUTH EAST WATER

178



Our focus on engagement has directly shaped the choices and decisions we have 
made. It underpins our strong community-based presence and wider corporate 
reputation as a socially responsible business. 

Our CCG has provided a vital contribution and challenge on many areas of our work 
and on the decisions we have made. Thanks to the CCG, we have achieved high levels 
of wide and effective engagement and transparency that translated customers’ 
expectations into our plan and our incentive mechanism. 

A similar level of engagement with members of our EFG for the preparation of our 
WRMP and, later, of the environmental aspects of the business plan, ensured a 
continuity of representation from our WRMP to our business plan. The now well 
established EFG contributed to an informed and effective challenge throughout the 
entire process to provide the right solutions at the right time.

We believe our engagement for this plan (which has been independently assured) 
has been innovative and successful, providing valuable feedback and constructive 
challenge throughout. We would like to thank the members of the CCG and of 
the EFG for their valued contribution. We are confident that these high levels of 
transparency and engagement with customers will enable our customers’ trust and 
confidence in our plan. 

Affordability

Affordability continues to be high on our, and our customers’ agenda, but this price 
review takes us even further. 

We have considered a number of options to ensure that we provide the best 
possible package of price and service to our customers. We have made sure that we 
understand who all our customers are, and this includes vulnerable customers. Our 
innovative approach to customer segmentation is based on how customers consider 
and value water. It has enabled us to offer help that’s suitable for each circumstance, 
and we have strived to achieve a balance between the needs of our current and 
future customers.

Business	planning

With the objectives of transparency and accountability in mind, from the outset we 
have embedded key principles of governance within our process for the preparation 
of our plan. 

The full Board has collectively assumed ownership of the overall strategy and 
direction of the plan in the long term through regular meetings to set the plan’s 
strategic direction, offer advice and challenge, and oversee its implementation  
and submission. 

In addition, our Independent Non-executive directors have constructively 
challenged and helped develop the proposals for strategy, the key principles 
underpinning this plan and the selection of best options. We have also created sub-
groups of the Board for the price review to allow for the in-depth examination of all 
aspects of the plan. 

The Board as a whole has scrutinised, tested and challenged the options and 
assumptions in the plan. Each director has contributed his or her experience and 
perspective; and all have been conscious to keep water bills affordable while 
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ensuring an appropriate level of ambition and the long term viability of the 
necessary infrastructure and environmental resilience. Through this scrutiny we 
have challenged and satisfied ourselves that all the elements add up to a business 
plan that is high quality and deliverable, and that it will enhance our operational, 
financial and corporate resilience in the short and long term.

Through a comprehensive review of statutory and licence obligations, processes, 
service levels and investment programme we are satisfied that the company is able 
to meet its statutory and licence obligations now and in the future and take account 
of the Government’s strategic policy statements.

The Board considered a range of options and scenarios to inform its decisions and 
test the management team’s assumptions to make sure that the plan results in low 
but sustainable bills for all customers and provides specific help for our vulnerable 
and low income customers. The management team has been encouraged to refine 
options and develop alternatives that strike the right balance for customers and 
other stakeholders. 

This approach informed many other aspects of our plan and all of our strategic 
choices. We have conducted comprehensive customer research to understand what 
our customers think about our service now and what they want the service to be in 
the future; and gathered their views on what actions and behaviours best represent 
a responsible business. For the latter especially social and environmental issues had 
most traction and became more credible as we are seen as a local, smaller company 
with a real commitment to the region, its staff and its customers. 

We developed innovative approaches that allowed us to respond to customer 
challenges and make this plan ambitious and innovative while keeping the bills 
affordable.

We have made our plan accessible for customers and made sure that our outcomes 
and incentives reflect the preferences, expectations and needs of our customers 
and other key stakeholders, and are considered by them to be sufficiently stretching. 

We have put in place a transparent governance structure that promotes 
accountability and responsibility. Our risk-based assurance framework, built on the 
principles of our CMF, ensures our data is high quality, reliable and fully auditable, 
and we have ensured that recommendations from the external assurance process 
have been appropriately addressed. 

Outcomes

Our customer engagement for this plan has been extensive with 107 specific 
elements of research undertaken with nearly 13,000 household customers and 
businesses so we can understand their needs, expectations and priorities for the 
2020 to 2025 period, and for the longer term too.

This research, along with the insight we have gained from the thousands of daily 
transactions and conversations we have with customers, shows a continuing 
importance of safety, quality, reliability and resilience of tap water – but there is an 
increased focus on the service and customer experience, particularly when things  
go wrong.

Unsurprisingly, tackling leakage remains a top priority, while addressing the 
impacts of climate change and ensuring we continue to educate current and future 
customers to reduce their water use is important too.
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We have set a comprehensive range of performance commitments that represent 
our customers’ priorities. We have set stretching targets with improved levels of 
performance across the full range of our performance commitments. This includes a 
number of commitments in areas of:

•	 Customer	satisfaction	and	vulnerability

•	 leakage	and	per	capita	consumption

•	 resilience	–	including	drought	and	flooding	
•	 interruptions	and	low	pressure

•	 environmental	improvements

• water	quality

In the development of our performance commitments, we have worked with and 
have been challenged by our CCG and EFG.

We will continue to report our performance against commitments in our annual 
report and performance, people and planet report and will introduce new ways to  
let customers know how we are performing.

We closely monitor our performance against targets and report progress during 
the year through our CMF, which includes assessing risks of not achieving the 
performance levels we have committed to, and a plan to mitigate these risks. 
We have applied the principles of our CMF in the Risk Assessment and Mitigation 
Plan we have developed for 2020 to 2025. It demonstrates to our customers 
and stakeholders our resolve to manage the risks and achieve our performance 
commitments. 

Resilience

A central theme of this plan is defining the resilience of our future services in 
terms of financial, corporate, operational and environmental resilience. The results 
of our customer research to understand their views and priorities on resilience 
clearly show that customers want us to focus on managing and protecting our 
assets, planning for future water needs and managing customer demand. We used 
these views, along with our systematic assessment of resilience at resource zone 
level, to identify core resilience risks and to develop options to keep these risks 
to appropriate and acceptable levels. In selecting the final options to include in 
the plan, we again engaged with customers to understand their preferences, with 
catchment management, leakage reduction and licence trading having high appeal 
for both businesses and households. 
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Cost	assessment	and	financeability

Our large investment proposals are informed by customer preferences and 
underpinned by cost information derived from a single source of cost data, our Unit 
Cost Database (UCDB). Our investment process including options screening, UCDB 
and the resulting investment proposals have been assured both internally and by 
external assurance partners. This helps us to ensure that the solutions we develop 
are robust and deliverable, and provide the best value for our customers and the 
environment over their entire asset life. Our comprehensive assurance activities 
(guided by our CMF and defined in detail in our PR19 Assurance Framework) give us 
additional confidence that our proposals are robust and efficient. 

Our expenditure forecasts are efficient and underpinned by a three-way assessment: 
a comparative top down econometric assessment relative to the England and Wales 
water sector; bottom up benchmarking of our relative efficiency performance; and 
comparison of the unit costs used in this plan against our historical project delivery 
costs. This gives us a good indication of our relative efficiency compared to the 
leading companies in the market; the extent of efficiency catch up required for the 
period 2020 to 2025, to maintain our upper quartile position, and any areas that 
require improvement. As a result, we have applied an overall plan efficiency of  
4.5 per cent of our total expenditure, which equates to savings of £45 million over 
the period 2020 to 2025. 

Our business plan is financeable on both the notional and actual capital structure 
on the basis of the business plan taken as a whole, and protects customer interests 
in both the short and the long term. We have analysed the financeability of our plan 
with support from NERA Economics using the financial forecasts taken from the 
financial model issued by Ofwat as part of the PR19 process. 

The data tables that populate the Ofwat model that we consider to be high risk have 
been assessed by Deloitte to assure the Board of the accuracy of the data tables. 
Deloitte have also assessed specific areas of the plan in relation to financeability, 
focusing on the process governance and supporting assumptions.

We have reviewed the financial ratios generated by our business plan and compared 
them to rating agency ratio guidance levels and our bank financial covenant levels. 
The proposed level of gearing allows us to maintain our current investment grade 
credit ratings over the period, albeit with tighter ratios (notably around AICR and 
FFO to debt) than before. In addition, we show that we are financially resilient to 
reasonable cost and revenue shocks, with our financial covenant protections and 
stand-by bank facilities providing protection to both customers and creditors. 

Risk	and	return

We have identified the key risks to the delivery of the business plan using the 
principles of our CMF. We have updated the CMF and our Corporate Risk Register 
ready for the 2020 to 2025 period. These risks, together with the plan for their 
monitoring and mitigation, can be seen in Appendix 15 Risk Management and 
Mitigation. This approach has been subject to our three-level assurance (as dictated 
by our PR19 Assurance Framework) including independent assurance, and we 
consider it to be robust and appropriate. 

Appendix	15	 
Risk management 
and mitigation

Appendix	13	 
Wholesale 
efficiency

SOUTH EAST WATER

182



Data	information	and	reporting

We have a track record of producing high quality information that secured us a self-
assured category from Ofwat. To ensure that the data and information we publish 
is reliable, transparent, timely and appropriate to the audience, we built on the 
approach set out in our Company Monitoring Framework and previously applied in 
our Performance, People and Planet reports. 

That approach, used for reporting on our performance commitments, ODIs and 
projections of outcomes, is also supported and, crucially, trusted by customers. 
During our research with them on what actions and behaviours best represent a 
responsible business, they were clear our corporate transparency and reporting was 
not the most pressing issue or concern for them; as a heavily regulated business they 
are confident we will do the right thing – for those we serve and those that regulate 
that service. 

Summary

Our plan is ambitious. It innovates in areas of greatest need, such as engagement 
with customers and environmental improvements. Our performance commitments 
reflect the priorities of our customers, and our targets are the most stretching yet. 

The challenge of doing more for less should not be underestimated. We have 
worked hard to design a plan that is compliant and delivers for our customers and 
stakeholders. The business plan is designed to work as a complete package and 
material changes to any of these elements are likely to have a significant impact on 
the deliverability of the plan as a whole. 

To achieve our ambitious performance commitments while keeping bills stable has 
required us to make aggressive assumptions on our ability to reduce expenditure, via 
strong efficiency and productivity improvements. The performance commitments 
also create significant risk of financial penalties to the business. 

Furthermore, maintaining a financeable structure and credit rating with the 
historical low cost of capital nominated by Ofwat has required our shareholders to 
accept the lowest-ever returns on their investment. 

However, that passion to do more for less is what this plan is built upon. This drives 
us to set a new tone of trust and transparency in water by evolving our use of 
satisfaction and introducing responsible business commitments. This makes the 
promises in this plan credible – so that customer satisfaction is responsibly achieved. 

Relying on this comprehensive governance framework and stringent quality 
assurance, the Board states that it has ownership of the overall strategy and 
direction in the long term and that it has satisfied itself that this business plan is 
of high quality, innovative, deliverable and will enhance operational, financial and 
corporate resilience over the next control period and the long term. The Board is 
able to confirm that:

•	 	The	plan	will	enable	the	company	to	meet	its	statutory	and	licence	obligations,	
now	and	in	the	future	and	take	account	of	the	government’s	strategic	policy	
statements	
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•	 	the	plan	has	been	informed	by	comprehensive	customer	and	stakeholder	
engagement	during	the	plan	development,	and	by	feedback	from	our	CCG	about	
the	quality	of	our	customer	engagement,	which	has	been	incorporated	into	the	
plan

•	 	it	has	satisfied	itself	that	the	plan	is	affordable	for	all	customers,	including	in	the	
long	term,	and	includes	appropriate	assistance	for	those	struggling,	or	at	risk	of	
struggling,	to	pay

•	 	it	has	challenged	and	satisfied	itself	that	the	plan	will	enable	our	customers’	
trust	and	confidence,	through	appropriate	measures	to	provide	a	fair	balance	
between	customers	and	investors	(which	include	outperformance	sharing,	
dividend	policies	and	any	performance	related	element	of	executive	pay)	and	
high	levels	of	transparency	and	engagement,	on	issues	that	matter	to	customers	

•	 	it	has	confidence	that	the	business	plan	will	achieve	its	outcomes	and	
performance	commitments

•	 	the	proposed	outcomes,	performance	commitments	and	outcome	delivery	
incentives	are	ambitious	and	reflect	customer	preferences	

•	 	the	company’s	has	a	robust	approach	to	reporting	on	its	performance	
commitments,	ODIs	and	projections	of	outcomes	which	includes	monitoring	by	
the	Board

•	 	the	plan	has	been	informed	by	a	robust	and	systematic	assessment	of	the	
resilience	of	the	company’s	systems	and	services,	by	customers’	views	on	
managing	resilience	and	a	comprehensive	and	objective	assessment	of	
interventions	to	manage	resilience	in	customers’	long-term	interests

•	 	the	expenditure	forecasts	included	in	the	plan	are	robust	and	efficient

•	 	the	plan’s	investment	proposals	are	based	on	a	rigorous	assessment	of	options,	
are	robust	and	deliverable,	and	are	the	best	options	for	customers	and	the	
environment

•	 	the	Board	has	identified	the	risks	associated	with	delivering	the	plan	and	has	put	
in	place	appropriate	plans	for	managing	and	mitigating	these	risks

•	 	the	business	plan	is	financeable	on	both	the	notional	and	actual	capital	structure	
and	protects	customer	interests	in	both	the	short	and	the	long	term	

The clarity and transparency of the process followed allows the Board to be satisfied 
that this high quality, ambitious and innovative business plan reflects that our 
business is:

•  driven by customer satisfaction:	co-created	by	our	customers,	focused	on	what	
matters	most	to	them,	and	is	affordable

•  driven by new ways of working:	customers,	stakeholders	and	society	play	a	
greater	part	in	the	delivery	of	our	services	and	become	part	of	the	solution	to	
overcoming	the	water	supply	challenges	we	face

•  a business that does more than just supply water: our	wider	responsibilities	to	
vulnerable	customers,	the	environment,	our	staff	and	society	are	embedded	in	
our	decision	making	and	activities	
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•  a business that is ambitious and innovative:	our	stretching	performance	
commitments	are	anchored	in	what	our	customers,	stakeholders	and	regulators	
expect	of	us,	with	innovation	focused	on	meeting	their	priorities	for	water

•  a business that has had significant challenges:	Our	CCG,	EFG	and	regulators	were	
central	to	shaping	the	development	of	this	plan	

•  acts and behaves in the right way: in	addition	to	our	stretching	performance	
commitments,	we	want	to	be	known	as	a	company	with	strong	and	transparent	
social	and	corporate	ethics;	with	a	reasonable	balance	of	risk	and	reward	
for	customers,	investors	and	all	stakeholders,	while	meeting	its	statutory	
obligations	now	and	in	the	future

These principles have guided us in achieving our primary objectives of legitimacy 
and transparency, which we recognise as the essential conditions to obtain the 
support of our customers. This customer-centric focus, strong Board leadership, 
high standards of governance and transparency about our performance will continue 
to be our guiding principles as we implement our plan.

BOARD SIGNATURES
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12 
DELIVERING GREAT 
CUSTOMER SERVICE, 
RESILIENCE, AFFORDABLE 
BILLS AND INNOVATION
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SECTION 12

GREAT CUSTOMER  
SERVICE

RESILIENCE AFFORDABLE  
BILLS

INNOVATION

›  Evolving customer 
satisfaction to six 
attitudinal segments 

›  Dedicated strategy 
to keep our services 
affordable, accessible 
and protective

›  Priority Services 
Register support for 
60,000 customers

›  Six new vulnerability 
measures

›  Resilient customer

›  Leakage reduced by  
14 per cent

›  Per capita 
consumption reduced 
by nine per cent

›  Greater resilience  
to severe droughts

›  Six environmental 
measures

›  Average household 
bill maintained  
at £204 

›  Financial assistance 
extended to further 
43,500 eligible 
customers 

›  Cost of capital lowest 
ever at 2.4 per cent

›  Efficiency savings  
of £45 million

›  Targeted innovation 
strategy 

›  Behaviour change, 
partnership and 
innovation toolboxes 

›  10 new responsible 
business 
commitments 

›  Focus on 
environmental 
engagement
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Customer satisfaction

Smarter engagement

Greater trust 
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Customer satisfaction responsibly delivered

Innovation in the right areas

A responsible business
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Contact us
You can contact us in the following ways:

southeastwater.co.uk

yourwateryoursay@southeastwater.co.uk

Facebook and Twitter: @sewateruk 

Regulation and Strategy 
South East Water Limited 
Snodland 
Kent  
ME6 5AH

http://www.southeastwater.co.uk
mailto:yourwateryoursay@southeastwater.co.uk
https://twitter.com/sewateruk
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