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EXECUTIVE SUMMARY 
South East Water (SEW) continues to be on a journey to 
embed engagement into its everyday business. In 
comparison to the activity that underpinned its PR14 
business plan, there has been a step change in the 
number, range and quality of its engagement activity. On 
balance, we commend the company 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’, which is informed by Ofwat’s principles of 
good customer engagement, Citizens Advice and the 
AccountAbility AA1000 Stakeholder Engagement 
Standard, we have scored the company 7/10 on the 
quality of engagement underpinning its plan for PR19.

CCG quality of engagement assessment 
framework 

Area Score/10 Area Score/10 

Strategy & 
planning 5 

Evidence 
base & 
triangulation 

6.5 

Design & 
delivery 7 Innovation 8.5 

Representation 
& accessibility 7 

Ongoing & 
embedded 
engagement 

7 

Openness & 
transparency 7.5  

 

In some areas the company has been very innovative, in 
line with the definition set by Ofwat of innovation – for 
example, the attitudinal customer segmentation and its 
‘resilient customer’ concept. The former has enabled the 
company to be innovative in its customer engagement 
and could result over time in deeper customer satisfaction 
insights and potentially more tailored communications and 
services. The latter 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, the company’s engagement strategy and 
planning process – to inform and design the plan for PR19 
– has been more challenging. While significant 
improvements have been made, a lack of in-house 
expertise and an historic stop-start approach to 

engagement meant there was not a robust targeted 
strategy. This resulted in insufficient time for reflection, 
consolidation and flex. Also, the CCG then had less 
opportunity than we would have liked to scrutinise certain 
areas of the plan and to make a telling contribution at the 
right time, every time.  

The CCG’s judgement on the overall engagement score 
therefore has taken into account and been informed by: 
the company’s size; water sector benchmarks where 
available; the distance the company has travelled since 
PR14; and how well the company has responded to the 
CCG’s challenges.  

In total, over the last year and a half we have made more 
than 190 challenges and information requests 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 it has 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. A noticeable 
lesson learned has been on its engagement around 
outcome delivery incentives, where the company 
struggled to effectively demonstrate support for the 
incentive rates. 

Quality of the proposals 

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% and 88% 
for household and non-household customers respectively.  
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There is a strong link between customer priorities that 
we’ve heard and seen and the proposals in the 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.  

The Environment Agency (EA) has raised no specific 
concerns about the company’s proposals to comply with 
the statutory environmental obligations and has voiced its 
support of the breadth of the company’s bespoke 
environmental commitments. This recognises that EA will 
be undertaking its own assurance process directly with 
the company, which will be reported to Ofwat and Defra in 
due course. 

Natural England also has no concerns with the company’s 
proposals to comply with legislative requirements within 
its remit, and welcomes SEW’s commitments to protect 
and enhance wildlife and biodiversity in particular. 

The Drinking Water Inspectorate's (DWI) statements have 
been sent to Ofwat alongside this report. 

The CCG’s Consumer Vulnerability Sub-Group has 
scrutinised the targeting, efficiency and effectiveness of 
the company’s proposals to support and empower 
customers in vulnerable situations. The success of these 
proposals will be highly dependent upon promised 
resource being delivered. More focus is needed on 
consumer affordability in particular. 

We have thrown down a gauntlet to the board to truly 
demonstrate its commitment to engagement on an 
ongoing basis, during AMP7 and beyond, and it has taken 
it up. 

We are pleased to report that the board has 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. The company has also committed to pilot more 
effective deliberative research so that it can have more 
informed conversations with households and businesses 
on complex issues such as future risks, challenges and 
trade-offs and are better prepared for PR24.  

We have grounds for optimism, therefore, that the 
company is on the right track.
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PART 1: INTRODUCTION AND ABOUT THE CCG

The purpose of this report 

This report is to provide independent assurance to the 
water regulator Ofwat on: 

 The quality of South East Water’s customer 
engagement; and 

 The extent to which the results of this engagement 
are driving the company’s decision-making and are 
reflected in its business plan for 2020-25. 

In addition, as encouraged by Ofwat in its Aide Memoir1, 
we include evidence to help the regulator with its 
vulnerability test on whether the company’s approach to 
vulnerability is targeted, efficient and effective. 

This report has been written by South East Water’s 
Customer Challenge Group, a group of independent 
expert community and customer champions.  

This is the long version of the report. A more accessible 
communication will be published on our website 
www.customerchallenge.co.uk,  

                                                 
1 https://www.ofwat.gov.uk/publication/aide-memoire-customer-challenge-
groups/ 

Background 

In 2019, water regulator Ofwat will set the prices that 
water companies can charge their customers between 
2020 and 2025 and the levels of service they can expect 
to receive. 

As part of this process South East Water is required to 
develop a business plan setting out the outcomes it plans 
to deliver and the investment that will be needed.  

These outcomes should be valued by customers and 
society at a price they are willing to pay. To achieve this, 
water companies are expected to engage with, listen to, 
and respond to the needs and priorities of their customers 
and stakeholders.  

As part of the business planning process, Ofwat requires 
all water companies to have a customer challenge group 
to provide independent challenge and scrutiny to the 
company on the quality of their engagement and 
independent assurance to the regulator that the results of 
this engagement are genuinely reflected in and driving 
their decision making. The independent assurance takes 
the form of this assurance report, which is submitted 
alongside the company’s business plan.

Structure of this report 

 Part 1: Outlines what the CCG is and how we work 

 Part 2: Provides an overview of the quality of South 
East Water’s engagement against our CCG ‘Quality 
of Engagement Assessment Framework’ 

 Part 3: Outlines the CCG’s views on the company’s 
engagement approach to outcomes, performance 
commitments and outcome delivery incentives and at 
a high level some of the challenges made in this area 

 Part 4: Gives the CCG’s views on the quality of 
engagement and the degree to which it is reflected in 
and has driven the business plan proposals by policy 
area: 
o Retail 
o Vulnerability 
o Affordability 
o Resilience: 

 Environment and biodiversity 
 Operational resilience – water resources 
 Water quality 
 Corporate and financial resilience 

 Conclusion 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 6 of 159
 

Referencing 

 CCG 1/1 – means Customer Challenge Group 
meeting one agenda item one 

 CVSG 2/2 – means Consumer Vulnerability Sub-
Group meeting two, agenda item two 

 RMSG 3/3 – means Research Methodology Sub-
Group meeting 3/agenda item 3 

 IR - Information Request 

 CL4 – Challenge Log, number 4 on the Log. The 
company’s response to the challenge can be seen on 
the Log. 

 The majority of challenges are ‘closed’ but some are 
‘open’ (not started) and others are ‘ongoing’ (work is 
underway). The challenges flagged are closed unless 
otherwise stated. 

 
 
Innovation  

Innovation is important but the CCG does not think it is an 
end in itself. The value of innovation comes from whether 
or not it delivers better outcomes for customers, 
stakeholders and society. We have considered innovation 
and challenged South East Water to be more innovative. 
Our comments on innovation are distributed as relevant 
throughout this report. However, of note, Criteria 4 of our 
CCG Quality of Engagement Assessment Framework is 
focussed on innovation.

About South East Water 

South East Water supplies water to a population of 
approximately 2.2 million people across parts of Kent, 
Sussex, Surrey, Berkshire and Hampshire. The company 
operates in two separate geographical areas. In the 
Western Region the sewerage service is provided mainly 
by Thames with some from Southern. In the Eastern 
Region (the larger), sewerage service is provided mainly 
by Southern with some from Thames. The region is split 
as shown below in grey. Within this area South East 
Water is responsible for the supply (wholly or partly) for 33 
Local Planning Authorities and more than 450 town and 
parish councils. 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 7 of 159
 

About the CCG

For members’ biographies go to ‘Our Members’ 

SEW’s Customer Challenge Group (CCG) is 
independently chaired by Zoe McLeod, a leading 
consumer advocate. It has 12 members including from the 
water watchdog CCWater and regulators, the 
Environment Agency and Natural England. Two members 
became sub-group only members during the course of the 
last year (2017/18) and one member, Ben Roome, left the 
group due to work commitments. All members apart from 
CCWater and the regulators sit on the CCG in an 
independent capacity. The members are: 

 Dr Louise Bardsley – Natural England; 
 Caroline Farquhar – Citizens Advice in North & West 

Kent (CANWK); 
 Karen Gibbs – CCWater; 
 Janet Hill – Swale Borough Council; 
 David Howarth – Environment Agency; 
 Richard Lavender – Kent Invicta Chamber of 

Commerce; 
 Adrienne Margolis – household representative and 

responsible business expert; 
 Rupika Madhura – Regulatory policy and economics 

expert; 
 Penny Shepherd MBE – CCWater local consumer 

advocate; 
 Leslie Sopp – independent research methodology 

and consumer insight expert; 
 Mairi Budge – consumer research and behaviour 

change expert (Research  Methodology Sub-Group 
only); 

 Veronica McGannon – household customer and 
sheltered housing rep (Consumer Vulnerability Sub-
Group only).  

As well as bringing experience from their day jobs, 
members were recruited because they bring a diversity of 
expertise and perspectives: 
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A longer view 

We have been fortunate in that five of our members (three 
statutory members – Karen Gibbs, David Howarth, Louise 
Bardsley, and two community members – Caroline 
Farquhar and Janet Hill) were also CCG members during 
the PR14 business planning process, so are able to 
provide a perspective on the company over time – though 
of course this has to be balanced with steps to avoid 
‘capture’ (see our section on independence below p.10). 

The role of our ‘statutory’ members 

Ofwat expects the environmental and drinking water 
regulators to play a significant role in informing the CCG 
discussions and the development of this assurance report. 
The statutory water watchdog CCWater is also required to 
sit on the group. 

Drinking Water Inspectorate (DWI) 

Due to resource constraints the Drinking Water 
Inspectorate (DWI) has not been a member of the group. 
However, the DWI presented to the CCG at our February 
2018 CCG meeting as part of a ‘Deep Dive’ session on 
water quality. The DWI has also communicated via the 
Ofwat CCG Chairs meetings and has shared information 
on South East Water’s performance. The DWI reviewed 
the section on Water Quality (p.141) and its statements 
were sent to Ofwat alongside this assurance report. 

Natural England (NE) 

Natural England’s representative on the group is Louise 
Bardsley. In practice Louise prioritised work on other 
CCGs as she had no material concerns about SEW, so 
was not a regular attendee. However, the Chair, the 
group, and Louise have been in regular contact via the 
company’s Environmental Focus Group (EFG), online  
correspondence, and bilateral telephone calls. NE has not 
provided a formal report to go alongside this report but its 
comments are included in the section on Environment and 
biodiversity (p.124). NE’s comments are limited to 
biodiversity. 

The Environment Agency 

The Environment Agency’s representative is David 
Howarth. David is a regular attendee. The EA did not 
provide a formal statement to attach to this report but the 
EA’s views are highlighted as appropriate throughout. 
David’s comments are limited to the EA’s statutory 
environmental role. 

CCWater 

Our CCWater representatives are Penny Shepherd MBE 
(South East Region rep) and Karen Gibbs. Both CCWater 
members have been very active. Both have sat on the 
main CCG and also sit on the Consumer Vulnerability and 
Research Methodology sub-groups respectively.

The CCG role 

This report is to provide independent challenge to South 
East Water and independent assurance to the water 
regulator Ofwat on: 

 The quality of South East Water’s customer 
engagement; and 

 The extent to which the results of this engagement 
are driving the company’s decision-making and are 
reflected in its business plan for 2020-25. 

In addition, as encouraged by Ofwat in its Aide Memoir, 
we include evidence to help the regulator with its 
vulnerability test on whether the company’s approach to 
vulnerability is targeted, efficient and effective.  
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CCG approach 

In April 2017 the group formally changed from being the 
Customer Panel, focused on holding the company to 
account on the delivery of its current business plan, to the 
Customer Challenge Group for the PR19 process. This 
was marked by a CCG away day to explain to existing 
members the distinction in role between the two groups 
and regulatory expectations. In practice, as a group we 
had been increasing our focus on engagement activity 
since the new Chair joined in January 2017.  

In practice, in line with our terms of reference we:  

1. Scrutinise and question the company’s approach;  

2. Challenge the company to improve things or explore 
options  

We do this via: 

 Main CCG meetings – we hold monthly CCG 
meetings where we scrutinise the company’s 
approach to engagement. All CCG papers are 
available on our website. We also have external 
speakers; 

 Sub-group meetings – we have two sub-groups, 
which each meet once a month: 

o Consumer Vulnerability Sub-Group  
(see below) 

o Research Methodology Sub-Group  
(see below); 

 Special meetings – we hold special meetings to 
enable us to scrutinise particular issues of importance 
in more detail. For example, over the last year we 
held four special meetings on outcomes and 

performance commitments and two on responsible 
business; 

 Observation – members of the group also observe 
the company’s engagement activity including 
workshops and focus groups. This is to hear 
customers’ views first hand and to evaluate if the 
company’s engagement approach is effective in 
practice. The Chair also observes South East Water’s 
Environmental Focus Group; 

 Independent research – for the first time we have 
undertaken our own independent research, a survey 
of Environmental Focus Group members, to ask them 
for their views on how well South East Water is 
engaging with them; 

 Information requests – we request information from 
South East Water. For example, we recently 
requested responses to questions relating to the 
March 2018 freeze/thaw incident; 

 Review external reports and news – including from 
organisations such as British Standards Institute, 
Utility Week, CCWater, Frontier Economics, Ofwat, 
Defra and Citizens Advice; 

 External meetings and events – members attend 
external meetings and conferences to keep our 
knowledge up to date and to help benchmark the 
company against good practice in other companies 
and sectors. 

The Consumer Vulnerability  
Sub-Group 

The CCG set up a separate Consumer Vulnerability Sub-
Group (CVSG) in April 2017 to enable greater challenge 
and scrutiny of the company’s activities in this area. This 
was a recognition of the fact that: 

 Vulnerability is an area where customer engagement 
has the potential to deliver significantly better 
outcomes for some consumers;  

 There is particular regulatory and government focus 
on this area – this is the first time Ofwat has had an 
explicit test for vulnerability in a price review and 
government, in its Strategic Priorities Statement, is 
challenging water companies to go further in how 
they support customers in vulnerable situations, 
including those struggling to pay; 

 We felt the CCG was particularly well placed to 
scrutinise and challenge the company’s approach to 
vulnerability given its membership and expertise. 

The CVSG membership included Zoe McLeod, a 
recognised consumer vulnerability expert, Caroline 
Farquhar from Citizens Advice, Penny Shepherd from 
CCWater, Veronica McGannon a sheltered housing rep, 
Janet Hill from Swale Borough Council who has also been 
involved in BEIS Big Energy Saving Network and SEW’s 
Helping Trust Fund, and responsible business expert 
Adrienne Margolis. In addition, Leslie Sopp of the 
Research Methodology Sub-Group, who reviewed many 
of the pieces of research, has a background in research 
with more vulnerable customers including at AgeUK. 

The scope (see CVSG Terms of Reference) included the 
company’s approach to customers struggling to afford 
their water bills but excluded overall affordability and 
acceptability, which remained within the remit of the main 
CCG. 
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The Research Methodology Sub-Group 

The CCG also set up a separate Research Methodology 
Sub-Group (RMSG) in June 2017 to enable greater 
challenge and scrutiny of the company’s research 
activities. This was to: 

 Support the main CCG in its duties in relation to the 
challenge and assessment of South East Water’s 
PR19 engagement as set out in Ofwat’s May 2016 
customer engagement policy statement and related 
guidance; 

 Undertake a more detailed review of South East 
Water’s research methods, topic guides and 
questionnaires that are included within the company’s 
research programme and any reports that are 
produced;  

 Have earlier sight of, and input into, the development 
of research proposals;  

 Share knowledge and insight with CCG members and 
South East Water on other external research 
methods and good practice studies that may be 
relevant to the company’s engagement programme;  

 Provide comments to South East Water to help get 
best value for money of the research programme. 

It was felt that this was particularly useful as South East 
Water lacked the internal research methodology and 
engagement expertise. The RMSG membership included: 
the Chair, Zoe McLeod; Karen Gibbs, Senior Policy 
Manager at the Consumer Council for Water (CCWater) 
with more than 20 years’ consumer representation 
experience in the water sector; Mairi Budge, who has 
worked in a range of consumer research roles in her 
career and has particular expertise on customer 
behaviour change; and Leslie Sopp, an independent 

research expert and Fellow of the Market Research 
Society. 

See the RMSG Terms of Reference, which outlines the 
role of this group in more detail.  

Out of scope 

It is not our role to: 

 Endorse the company’s overall business plan; 

 Provide assurance that all costs included in a 
company’s plan are efficient;  

 Act as a substitute for the company engaging with its 
actual customers; 

 Substitute our views for those of customers.  

While Ofwat guidance allows us to challenge company 
costs where appropriate and in consumer interests, we 
did not focus on costs, including investment decisions, as 
the group does not currently have sufficient expertise in 
this area. 

As per our CCG Terms of Reference, while we can 
support them in their work, we also do not duplicate the 
role of other statutory bodies such as Natural England, the 
Environment Agency, CCWater or the Drinking Water 
Inspectorate. We have not therefore given a view on the 
degree to which SEW has met its statutory obligations in 
relation to water or the environment.  

Prioritisation 

In line with Ofwat guidance, we have sought to focus on 
those issues that customer engagement is most likely to 
influence and where we feel the company needs the 
greatest scrutiny (see ‘How we work’). This is one of the 
reasons we set up the Research Methodology Sub-Group 
and the Consumer Vulnerability Sub-Group, and why, 
once it was clear it was a priority for many customers, we 
focused on challenging the company to adopt a 
Responsible Business Strategy. We have not been 
disappointed with our impact. 

Independence and accountability 

Working in part with the company yet needing to remain at 
arms-length is part of the CCG process. It is particularly 
important that we remain independent and ward against 
company ‘capture’.  

The group has taken a number of steps to ensure and 
strengthen our own independence and accountability and 
we continue to make improvements. These include, but 
are not limited to: 

 Holding private sessions when company 
representatives are not present – every meeting has 
a private session and in addition we held full-day 
private sessions when assessing the company’s 
quality of engagement and business plan proposals; 

 Keeping up-to-date terms of reference for both the 
main CCG meetings but also our two sub-groups, 
which contain clear codes of conduct; 

 Having a Declaration of Interests Policy, a Register of 
Interests and a set part of the agenda to declare any 
conflicts; 

 Publishing the costs associated with the CCG; 
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 We developed an independent website separate from 
South East Water’s – with the intention of having a 
more public-facing role in the future and to help 
demonstrate our independence. We understand we 
are the first CCG to do this;  

 Keeping an Engagement Log of key meetings and an 
Action Log of more administrative tasks; 

 Reviewing CCG member recruitment processes and 
members’ tenure to ensure the right balance between 
continuity of expertise and fresh independent 
perspectives. This includes ensuring a maximum 
tenure of members of two price controls (unless they 
are a statutory member).  

The processes we adopt are in our terms of reference. 
Going forward we’ve also agreed to develop some 
‘principles of engagement’ between the CCG and South 
East Water given an emerging need to clarify when 
information, ‘good and bad’, should be shared with the 
group. 

Transparency 

At all times the CCG seeks to openly and transparently 
publish as much material as possible about the work of 
the CCG and our members. However, there are times 
where publication is not possible due to commercial 
sensitivities. The website document library provides 
details of all that is available to view. 

As part of its ‘Engage Out Loud’ initiative, South East 
Water has also agreed to allow us to publish the majority 
of the meeting papers including the wealth of consumer 
research insights. The company plans to build on this 
approach as part of its ongoing engagement programme. 

Our activity in numbers  

Since April 2017 we have held: 

 

Our evidence base 

Throughout this report we have sought to make our 
observations and recommendations evidence-based. We 
draw on range of different kinds of evidence: 

 Minutes of Customer Challenge Group meetings – 
published on the website; 

 Minutes from sub-group meetings and notes from 
special meetings; 

 Our Challenge Log, which records challenges and 
information requests to the company; 

 Notes from observing engagement activity; 

 Reference to research and engagement materials 
(see Supporting papers) and SEW’s triangulation 
database;  

 Expert independent third-party views, e.g. British 
Standards Institute assessments; 

 Customer and stakeholder evidence including formal 
consultation responses;  

 CCG-led independent research – for the first time the 
CCG carried out an independent piece of research on 
engagement with the Environmental Focus Group; 

 Email correspondence with SEW. 
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For noting 

Ofwat’s good engagement Principal 4 states: “It is the 
company’s responsibility to engage with customers and 
demonstrate they have done it well.” 

While as a CCG we proactively issue information 
requests, challenge the company, and scrutinise its 
approach, the onus is on South East Water to 
demonstrate its activity and impact. We are mindful that 
our view will only ever be based on a limited amount of 
the potential evidence available given the scale of the 
business planning process. That said, we have 
undertaken best endeavours to cover all those areas 
requested by Ofwat and have gone above and beyond 
where we felt we were best placed to do so and could 
deliver a better outcome for customers.  

We have endeavoured to be genuinely challenging while 
scrupulously fair and always supporting views with 
evidence.  

SEW board engagement 

To maximise our independence the CCG decided not to 
have the Managing Director of South East Water or the 
chair regularly attend our meetings. Board members and 
employees attend by invitation only, though the latter in 
practice attend regularly.  

We have had open dialogue with the members of the 
board and they have been receptive to challenge. Our 
engagement has included: three presentations to the 
board since April 2017; visits by board members to both 
CCG and sub-group meetings; Vantage shareholder 
representatives attending the Consumer Vulnerability 
Sub-Group; and one-to-one meetings with Paul Butler, 
Managing Director, and Nick Salmon, Chair, and other 
non-executive directors and shareholders. 

This engagement has been welcomed and we are grateful 
for the time spent and how receptive to challenge the 
board has been. 

Further meetings are planned following publication of this 
report and the company’s business plan. We have a role 
to play this autumn, for example, in the external 
assurance of SEW’s independent report to the regulator 
on how it is responding to the ‘freeze/thaw’ incident and 
will be doing a ‘lessons learned’ on how the CCG-SEW 
relationship has worked over the last few months. We look 
forward to this ongoing relationship. 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 13 of 159
 

PART 2: QUALITY OF ENGAGEMENT

Introduction  

This section provides an overview of the quality of South 
East Water’s engagement. We explain the assessment 
framework we have developed and how we have applied 
this to the engagement the company has carried out. We 
have developed seven assessment criteria and given the 
company a score out of 10 for each one. 

‘Quality of engagement’: assessed 
against the CCG framework 

CCGs are expected to assess the overall quality of 
customer engagement. To assist in this, Ofwat set out 
‘seven principles of good customer engagement’2 and a 
‘non-exhaustive list of issues on which CCGs should 
include their views’3. They also commissioned the report 
‘Tapped In’, which encourages companies to consider 
how they can move from ‘consult and inform’-type models 
of engagement to customers being active participants in 
engagement and part of the solutions they deliver4. 

                                                 
2 https://www.ofwat.gov.uk/wp-
content/uploads/2015/12/pap_pos20160525w2020cust.pdf 
3 https://www.ofwat.gov.uk/publication/aide-memoire-customer-challenge-
groups/ 
4 https://www.ofwat.gov.uk/publication/tapped-in-from-passive-customer-to-
active-participant/ 

As there is no agreed common understanding across 
CCG chairs as to what ‘quality’ looks like we developed 
an engagement assessment framework. This was to 
provide transparency as to how we were judging the 
company’s engagement and effectively expanded the list 
of questions. This framework has seven key criteria: 

Criteria 1: Strategy and planning 

Criteria 2: Design and delivery 

Criteria 3: Representation and accessibility 

Criteria 4: Innovation  

Criteria 5: Openness and transparency 

Criteria 6: Evidence base and triangulation 

Criteria 7: Ongoing and embedded engagement  

The assessment framework includes Ofwat’s key 
questions and principles but also draws upon wider 
engagement good practice. For example: 

 The AccountAbility AA1000 Stakeholder Engagement 
Standard5;  

 Citizens Advice’s, ‘Strengthening the voice of 
consumers in energy networks’ business planning’ 
report, as it could be applied to the water sector6;  

5 https://www.accountability.org/wp-
content/uploads/2016/10/AA1000SES_2015.pdf 
6 https://www.citizensadvice.org.uk/about-us/policy/policy-research-
topics/energy-policy-research-and-consultation-responses/energy-policy-
research/strengthening-the-voice-of-consumers-in-energy-networks-
business-planning/ 

 The UK Regulators Networks’ ‘making better use of 
data report’7;  

 The Chair’s own report, written for Essential Services 
Action Network (ESAN) ‘How can the consumer voice 
be better heard in the regulation of essential 
services?’8 

This was alongside expertise from members of our 
Research Methodology Sub-Group.  

This assessment framework is live and updated as new 
learning emerges. It will be the framework against which 
we continue to measure the effectiveness of SEW’s 
engagement during business as usual. 

How we applied it 

In each of the seven criteria we considered the company’s 
engagement across its business. In particular, Ofwat’s 
focus areas of customer service and consumer 
vulnerability, affordability, and resilience and environment. 

The CCG met on 10 August 2018 in a private session, 
where we considered each criteria in turn. Members of the 
group voted blind, not knowing what each of the others 
was going to score, and then we discussed any variations 
in scores and agreed a common score.  

We continued to moderate these final scores as new 
evidence emerged until the report was finalised on 
September 3, 2018. We agreed a slight uplift in our score 

7 http://www.ukrn.org.uk/news/regulators-join-together-to-encourage-more-
help-for-vulnerable-customers-from-energy-and-water-providers/ 
8 https://www.esan.org.uk/wp-content/uploads/The-FINAL-ESAN-
background-paper-for-event-2-Nov-2016.pdf 
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from 6.92 to 7, to recognise the significant improvement 
made by South East Water over the last year and its 
responsiveness to customer views in developing the 
Responsible Business Strategy. 

Benchmarks 

Setting benchmarks is challenging. In some areas such as 
strategy and planning and design and delivery there is 
arguably a relatively stable view across sectors of what 
‘quality’ looks like and few reasons, beyond resourcing 
challenges, why a water company should not strive to 
reach this same bar. In other areas such as ‘innovation’, 
given the different level of maturity of the water sector on 
engagement, it did not seem appropriate for us to 
benchmark SEW against a sector such as retail.  

In order to inform our view of what quality looks like, the 
Chair and members attended a range of external events – 
some specifically linked to the work of the CCG, others as 
part of their day jobs in water, financial services and the 
energy sector. This included: Ofwat and CCWater events 
on engagement good practice; industry events such as 
Utility Week’s annual conference; and cross-sector 
workshops such as Sustainability First’s Project Inspire9 
and New-Pin10, which give a view across sectors.  

In line with the recommendation of the CCG at PR14, we 
also encouraged South East Water to attend and 
participate at events to both share and update their 
learning. This helped to bring in up-to-date external 
perspectives to the CCG and to ensure our expectations 
were high enough as the bar on engagement continues to 
rise. 

                                                 
9 http://www.sustainabilityfirst.org.uk/index.php/inspire 

Ofwat – important for noting 

While we used cross-sector examples to challenge the 
company to raise its performance and expectations, we 
did not always apply the cross-sector bar to our final score 
assessments. Where relevant we explain our logic.  

With some notable exceptions, we mostly benchmarked 
SEW against the water and energy sectors. We are very 
conscious that, due to the competitive nature of the 
business planning process, there has been little sharing of 
engagement practice between water companies and 
between CCGs. We did not therefore have a clear view of 
where the ‘new normal’ is on engagement across the 
water sector. We drew upon the wider regulatory and 
sector knowledge, technical expertise, and the judgement 
of our own CCG members including regulatory 
representatives who sit on multiple CCGs to help get a 
feel for this. However, we are conscious that until 
approaches are published only Ofwat will be able to 
properly benchmark.  

Size and role 

In making our final scores we were mindful of the 
company’s relative size and role as a water-only company 
(WoC) as opposed to a water and sewerage company 
(WaSC). This offers both opportunities and 
disadvantages. For example, as a medium-sized 
company based within its region SEW should be more 
closely linked to its communities. However, it may not 
have the resource of larger companies such as Thames, 
and more expensive engagement activities may not be 
proportionate.  

10 http://www.sustainabilityfirst.org.uk/index.php/new-pin 

Distance travelled 

We felt it important that we recognise any progress made 
and the distance travelled by the company in making our 
final scores. We considered if we should judge the 
company on where it started, where it finished, or what 
was often a bumpy road in between. We debated to what 
extent we should factor in our confidence in its longer-
term vision for engagement beyond September 3.  

Ofwat – important for noting 

We have tried as far as possible to be transparent about 
our reasonings. But this will to some extent always be a 
subjective process. It should be noted we have provided 
examples under each criteria to evidence our conclusion, 
but we have not listed and analysed here every single 
piece of evidence that could be included. This chapter 
should be read alongside the others in this report – in 
particular those chapter on vulnerability, affordability and 
resilience, which show the degree to which engagement 
has been reflected in and has driven business plan 
proposals in different policy areas. 
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Criteria 1: Strategy and planning            Score: 5/10 

 

Our assessment criteria 

Review and evidence base 

 Did the company carry out a gap analysis, to 
understand where it most needs to engage, with 
whom and on what issues? 

 Did the company review its strengths and 
weaknesses in terms of engagement?  

 Did it benchmark itself against best practice and 
consider this in the design of its engagement? If 
so how? 

 Did the company review and apply lessons learnt 
from PR14/previous engagement? Both its own 
learning and learning from wider research? For 
example, independent assessments, CCWater 
and the PR14 CCG recommendations, UKWIR 
guidance? 

Overall approach 

 Did the company have a clear ambition for its 
engagement and, where appropriate, a consistent 
narrative that takes forward the approach in PR14? 

 Did the company consider from the outset where 
engagement was best done in partnership or 
collaboration with other organisations? 

 Did the company consider the full range of 
engagement approaches – taking into account best 
practice, innovative ideas and the best one for the 
engagement end? For example, has the company 
considered how customers could help co-create and 
co-deliver solutions to any challenges? 

 Did the company have a mechanism in place to 
monitor, evaluate and learn from the overall impact of 
its engagement activity? 

Proportionality and materiality 

 Was the overall scale and approach to 
engagement proportionate to the company’s size 
and needs?  

Targeting 

 Did the company map and appropriately segment 
its customers and key stakeholders?  

 Did the company have clear strategic 
engagement goals? 

 Did the approach consider current and future 
consumers, individual customers and the public 
and community interest alongside harder-to-reach 
groups? 

Resourcing 

 Was engagement appropriately resourced and 
planned, e.g. skills, time, financially – allowing 
sufficient time for input and challenge? 
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Introduction 

A strategic approach to engagement is core to genuinely 
putting customers at the heart of a company’s decision 
making and meeting Ofwat’s Principle 3 to achieve the 
right outcomes for consumers and society “at the right 
time and the right place”. It helps ensure that engagement 
activity is proportionate, cost-efficient and as effective as 
possible.  

Good-practice companies have an organisation-wide 
engagement strategy, clear aims, a strong understanding 
of who their customers and stakeholders are, and 
consider how and when it is to best to engage with them.  

We have scored the company its lowest score for the 
criteria ‘strategy and planning’ at 5/10 (CCG members 
scored SEW between 3 and 6 and this was the average). 
In practice, while significant improvements were made to 
address weaknesses, a poor start in this area had knock-
on consequences to all criteria. The company has been 
very receptive to challenge and significant improvements 
have been made. Once the board’s commitments are 
implemented, however, we have grounds for optimism 
that SEW’s business-as-usual strategy and planning will 
move closer to a 7 or 8. 

SEW’s strategic journey 

 
 

PR14 Now Next steps 

 No organisation-wide 
engagement strategy 

 Lessons learned on WRMP 

 Notional engagement strategy 
– more strategic approaches 
to engagement within 
departmental silos 

 Co-create organisational engagement 
strategy with key stakeholders and 
customers 

 Embed it into the organization 

 No mechanism to 
systematically capture 
customer learning and 
insight from business as 
usual or bespoke research 
activity 

 Customer insight spreadsheet 
to systematically capture 
information 

 Engagement Dashboard – 
reports learning 

 Build capacity to turn information into 
usable insights - customer insight 
team 

 Development of interrogable insight 
database for organisational use 

 Improve the Engagement Dashboard 

 Ad-hoc learning from 
outside the organization – 
inward looking.  

 Very little external 
benchmarking beyond 
water industry 

 More systematic review of 
learning from outside of the 
organisation 

 

 Looking beyond own boundaries with 
embedded innovation toolboxes 

 New partnerships 

 Stakeholder engagement 
more organic than strategic 
– engaging well with those 
it engages with 

 Systematically mapped 
stakeholders and updated 
stakeholder lists – developing 
strategic approach 

 New stakeholder manager 
 Stakeholder management system 
 Targeted stakeholder engagement 

 Evaluation and learning ad-
hoc 

 The board has accepted 
further improvements are 
needed 

 Need to agree a shift in governance, 
management accountability and 
reporting 
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Key challenges 

 What does SEW already know about customers in terms of their priorities, needs, 
wants drawing on its own insights and wider evidence? (CL10); 

 Establish a regular way in which it can capture and demonstrate the value from 
ongoing engagement and wider horizon scanning. This includes how SEW make use of 
existing evidence and BAU insight to feed into their ongoing decision making processes 
(CL11); 

 Demonstrate the value gained from lessons learned from previous engagement - both 
its internal reflections on its approach and how it has taken on board the results of 
analysis undertaken by CCWater and UKWIR  (CL12) 

 The company to articulate its strengths and weaknesses on engagement, and how it 
planned to address those, identifying opportunities for co-creation and  trialling around 
solutions (CL13); 

 Is SEW’s board engaged enough on the PR19 journey, and on customer engagement? 
(CL22); 

 The company to bring its plan for engaging with future customers to a meeting when 
engagement is being discussed (CL24); 

 Demonstrate how its staff engagement feeds into wider engagement, e.g. BT has a 
"Carers' Network" internally which they engage with in relation to their vulnerability 
work, and had revealed a greater number of staff with caring responsibilities than it had 
anticipated (CL14); 

 Provide an overview of its engagement strategy - not just the research element e.g. 
what are the overarching aims of its engagement (CL72); 

 SEW to articulate/map the research questions that it needs to address (this was an 
issue also raised at the away day on engagement) (CL73); 

 SEW to outline how they will keep their stakeholder database up to date (CL113); 

Open/ongoing challenges 

 SEW to map stakeholder groups within its area as this could provide benefits for 
communication and engagement. Chair gave example of work done at Western Power 
Distribution, and would share details (CL18) – ongoing; 

 Map non-household stakeholder groups - for engagement (CL67) – ongoing. 
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SEW strengths 

Review and gap analysis 

 Good practice - SEW systematically reviewed 
lessons learned and recommendations from other 
organisations such as CCWater and UKWIR prior to 
commencing their business plan engagement. It also 
reviewed the approaches of other water companies 
by working with market research experts. These 
learnings were reflected in its approach to willingness 
to pay and triangulation research, for example.  
 
Best practice would have been to have reviewed and 
benchmarked itself against an industry engagement 
standard, and to have done so before commencing 
the detailed engagement planning work for PR19, 
e.g. Cadent Gas has benchmarked itself against the 
AccountAbility AA1000 Stakeholder Engagement 
Standard to establish its strengths and weaknesses 
prior to starting its business plan engagement.  

 Lessons learned - Following CCG challenge, SEW 
also captured and communicated its own lessons 
learned from PR14 CCG/in its “Our Journey” report 
and demonstrated how this had influenced its current 
approach. 

Overall approach/proportionality 

 Range of engagement approaches - The company 
planned a good range of engagement approaches 
including on ‘the spectrum of participation’ 
approaches that inform, listen, understand, consult, 
and empower. However, it was not always clear to 
the CCG why each approach had been adopted for 
each engagement aim. SEW recognises that the 
CCG needed to be bought into, as early as possible, 
into the justification for the adoption of approaches for 
each engagement aim. While not in the original 
planning, in response to CCG challenge the company 
also embraced co-creating its vulnerability strategy 
and this is to be commended. Importantly, SEW is 
relatively strong on co-delivery of solutions with its 
resilient customer concept and work with landowners 
to reduce pollution.  

 Continuity with PR14 - The satisfaction measures 
SEW introduced for PR14 have helped to embed a 
more consumer-centric culture in the company. The 
attitudinal approach to segmentation adopted by the 
company for PR19 is a strategic decision to progress 
this.  

 While there are a few gaps, noticeably engagement 
around the outcome delivery incentives and future 
consumers, the overall amount of engagement 
activity undertaken has been broadly proportionate to 
the company’s needs. 

Targeting and resourcing  

 The company has historically had a relatively organic 
approach to stakeholder engagement, with 
stakeholder relationships having evolved over years. 
Following CCG challenge, SEW has started to 
develop a more strategic and targeted stakeholder 
strategy – including considering who they need to 
engage with, when, and for what reason – and is 
systematically mapping its stakeholders and updating 
its contacts. 

 While the stakeholder mapping and updating is still in 
development, this learning has been applied to its 
consumer vulnerability and water resources 
engagement in particular – helping to ensure it was 
reaching the right stakeholders. 

 Following CCG challenge, SEW’s board has agreed 
to set up a new stakeholder manager function in 2018 
to ensure this activity is appropriately resourced 
beyond September 3. We welcome this positive step, 
which recognises the time, commitment, skills and 
expertise needed to develop, maintain and keep up to 
date effective partnerships. It will be particularly 
important given the company’s proposals around 
partnership toolboxes, and proposals to support 
customers in vulnerable situations. 

 Engagement activity around the statutory draft Water 
Resources Management Plan was particularly well 
planned and delivered in a timely way. The company 
reviewed lessons learned and consequently 
expanded its engagement activities. The water 
resources team is experienced in delivering this 
statutory activity, though as mentioned below there is 
scope to take learning from the more creative 
business plan engagement to update their approach. 
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Areas for development

Review and evidence base/overall 
approach 

SEW did not have a company-wide engagement strategy 
at the start of the process. The company did also not carry 
out an initial gap assessment to ensure its engagement 
approach was efficient and targeted. This was a 
significant area of discussion between the CCG and SEW 
as there was initially a mismatch in expectations. For the 
CCG a good practice process includes: 

 Clearly identifying the company’s overarching 
engagement aims;  

 The company pulling together what it already knows 
about its customers’ wants, needs and priorities;  

 Combining this with third-sector learning from other 
organisations so as not to reinvent the wheel; 

 Identifying what it did and did not already know about 
its customers and any gaps. In that way, it could have 
targeted its activity where it was most needed;  

 Considering strategically who the company needed to 
engage with to most effectively to fill those gaps;  

 Considering the best ways to engage with customers 
on those issues in a timely way, e.g. exploring if 
certain activities could best be done in partnership 
with others. 

Following CCG challenges significant improvements were 
made in the following areas: 

                                                 
11 CCG Report – Our journey towards a consumer centric business 

 Engagement aims – SEW better articulated its 
engagement aims; 

 Knowledge baseline and insight hub – The company 
pulled together a ‘knowledge baseline’ of what it 
already knew about its customers’ priorities from 
PR14 learning, and business-as-usual insights11. This 
subsequently evolved into its insight spreadsheets 
and senior leaders have promised this will be 
developed into an interrogable insight hub, which will 
be a knowledge database that can be used 
organisation-wide; 

 Systematic horizon scanning – We encouraged the 
company to horizon scan and capture learning from 
other stakeholders beyond its organisation. SEW 
developed an ‘Engagement Dashboard’ 12 to share 
internal and external learning, e.g. from new reports, 
and business-as-usual contacts. While this currently 
focuses primarily on internal learning and still needs 
to be developed and simplified, we believe it will be a 
useful tool for the CCG and decision makers 
throughout the organisation. The company’s horizon 
scanning still appears a bit ad-hoc and reactive but 
the innovation tool box is expected to result in a more 
proactive, systematic approach. 

The key elements of the company’s research programme 
were set out in April 2017 i.e. customer segmentation, 
customer priorities, service levels, willingness to pay and 
acceptability which underpin the business plan outcomes, 
performance commitments and incentive rates. However, 
in practice, despite this, and the significant improvements 
mentioned, SEW did not have a clear company-wide 
engagement strategy until November nor was it able to 
articulate a vision which the CCG could understand until 

12 http://www.customerchallenge.co.uk/media/supporting-
papers/Engagement-Dashboard-040718.pdf 

January 2018. It is the CCG’s view that there has 
consequently been some degree of retrofitting of the 
strategic vision and engagement approach in the business 
plan narrative. 

It should be noted that, alongside this lack of overarching 
organisation-wide engagement vision, there were some 
very well-considered and planned programmes of 
engagement activity at a departmental level, e.g. in the 
communications team and in relation to the Water 
Resources Management Plan engagement. But these 
were not flowing from a coherent overarching view. 

Other areas for development: 

 Customer insights – It became clear, following slow 
progress with vulnerable customer mapping and 
repeated CCG challenge, that the company lacked 
the in-house expertise needed to ensure a targeted 
engagement approach. It struggled to turn the vast 
amounts of information it held about customers into 
useful insights that it could use. The board has now 
committed to develop a new consumer insights team 
to address this problem and to facilitate its move to a 
more consumer-centric data-orientated insights-
driven business. The CCG will be involved in how this 
team is set up. This will be essential to support many 
of the strategic mapping consumer vulnerability 
proposals;  

 Partnership and collaboration – while the company 
has a reasonable track record of working in 
partnership with other water companies on water 
resources issues – for example, with Water 
Resources South East, billing projects and social 
tariff harmonisation – it did not consider from the 
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outset how it could best work in partnership or 
collaborate to deliver its business plan engagement 
more effectively and cost efficiently. It did, however, 
co-host with other water companies a water 
resources stakeholder event in Gatwick. This was 
welcomed by local organisations, which did not then 
have to engage separately with multiple water 
companies.  

 Evaluation – the company did not build in evaluation 
from the start. Good practice is to have a measurable 
approach. There was no formal process for iteration 
and review, though in practice this happened on a 
research project by project basis. Following CCG 
challenge and with RMSG assistance, the company 
developed a more systematic methodology now 
known as Research Control Documents (previously 
referred to as cover sheets) for each of its pieces of 
engagement to clearly articulate the aims of the 
research, the audience and coverage, strengths and 
weaknesses and SEW’s learning. 

                                                 
13 https://www.ofwat.gov.uk/wp-
content/uploads/2015/12/pap_pos20160525w2020cust.pdf 

Targeting 

 Representation – Following CCG challenge SEW 
made a number of improvements to its research to 
increase its representativeness. However the 
company did not consider inclusivity, accessibility and 
representation as part of its initial planning. This led 
to missed opportunities, e.g. younger people are 
underrepresented in the business planning process 
despite SEW having an extensive schools 
engagement programme; the Nepalese community’s 
views were not sought despite meeting community 
leaders as part of business as usual during the last 
year; and staff (with whom it is considered good 
practice to engage), while involved after CCG 
challenge in the vulnerability, and responsible 
business engagement, were not built into the 
business planning engagement programme. 
However, we note that as part of the company’s 
business as usual (BAU) employee engagement 
there are regular team meetings, company-wide 
briefings by the managing director, staff newsletters 
and a weekly blog by the customer service director. 
The company reassured us that this internal 
engagement ensures that all employees are kept 
aware of customer satisfaction initiatives, ongoing 
work with vulnerable customers and work on the 
business plan. Employees were also key in 
developing the company’s vision and contributed to 
its brand project. 

 

Resourcing and timings 

In its engagement guidance to water companies Ofwat 
states:  

“With inherent uncertainties and likely setbacks as well as 
successes, it will be important to allow sufficient time for 
lessons to be learned. As time constraints and pressures 
build, the ability and willingness to explore and innovate 
will also likely be diminished13.”  

In practice, insufficient time was built into the engagement 
programme for PR19. There were a number of 
challenges: 

 Stop-start approach to engagement – SEW has 
historically had a largely stop-start approach to 
customer engagement around the business planning 
process, which has been predominantly built around 
the core pillars – customer priorities, levels of service, 
willingness to pay and acceptability.  

 Late start - For the PR19 engagement business 
planning SEW made a strategic decision to delay its 
willingness-to-pay engagement activity until the Ofwat 
PR19 methodology document was published in order 
to understand Ofwat’s intention for performance 
commitments and outcome delivery incentives. 
Similarly, the company waited before starting its non-
household customer research (NHH) until the 
regulator explicitly stated that this was needed as it 
believed that it was unclear whether retailers or 
customers should be engaged with; 

 Insufficient flexibility – While the company had an 
engagement plan in place, it underestimated the time 
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needed for flex in order to comfortably respond to 
emerging issues. Emerging issues included: 

o Step change in expectations around 
engagement e.g. the move away from consult 
and inform to co-creation and consumer 
participation 

o Emerging consumer priorities, e.g. the 
responsible business concerns 

o New regulatory expectations around leakage 
and water efficiency targets  

o External events, e.g. the ‘Beast from the East’ 
interruptions event in March 2018 

o Challenges from the CCG, e.g. to add research 
for the NHH large sector, cognitive testing, 
vulnerability co-creation 

o The ‘putting the sector back in balance’ 
requirements 

To SEW’s credit, it responded to all of these issues with 
additional research and we welcome them doing so. Its 
overall evidence base was without a doubt better as a 
result. Inevitably though, this additional research 
impacted SEW's engagement timetable and time 
available for CCG challenge and review. 

 Time for CCG challenge – SEW underestimated the 
time needed for CCG challenge and did not factor us 
effectively into its approach. For example: 

o The CCG did not always have as much time as 
we would have liked to input into their research. 
This meant certain members of the RMSG were 
unable to fully participate in the process as they 
could not give input at short notice.  

o There was insufficient time to reflect and review 
research findings in the round. The acceptability 
research findings, for example, were only 
available on August 10 as interim and August 24, 
2018, for the final results. This included key 
information on affordability and the only customer 
views on the Outcome Delivery Incentives 
(ODIs).  

o This also impacted the time available for the 
CCG to carry out the second part of its role, e.g. 
from the end of July to September 3, the CCG 
was expected to review business plan and 
appendices to evaluate if the view of customers 
and stakeholders were reflected in SEW’s 
decision making.  

 It should be noted, however, that members of the 
CCG who also participated in the process at PR14 
said there had been improvements. These included: 
earlier involvement of the CCG in research proposals 
and the detailed elements of the research, so that the 
CCG had time to input into approaches rather than 
just receiving the results; being presented with the 
results in more detail so that the group could unpick 
how a decision had been reached; and that as per 
Ofwat expectations there had been greater 
involvement of the CCGs in general. 

 Nonetheless, this lack of time to review the business 
plan is particularly disappointing. We understand that 
Ofwat’s expectations for CCGs have risen since 
PR14 with the company’s research programme being 
significantly larger. Also that SEW is not the only 
company to back-end its business plan activity in this 
way. The impact however is that the CCG (as with 
many CCGs) has many months/years to review 
engagement but only weeks to review the impact of 
that engagement in the business plan and supporting 
documentation. 

 We strongly recommend therefore that Ofwat follows 
Ofgem’s example for its customer engagement 
groups, and requires companies to show the groups 
their business plans and appendices in their entirety 
twice over before submission. By way of a 
comparator, some gas distribution companies are 
sharing their business plan outlines with their 
customer engagement groups more than a year 
ahead of regulatory submission deadlines.  

 Expertise and skills - In addition, SEW took time 
moving towards a best practice approach to 
engagement due to lack of in-house experience, 
resource and customer insight knowledge. SEW has 
a small number of highly dedicated individuals 
relatively new to engagement who have been running 
this programme alongside their normal day jobs and 
were supported by a number of external consultants. 
The CCG has sought assurances that the team will 
work with the consultants to transfer skills and 
knowledge to the new customer insights team. 
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SEW response 

Senior leaders in SEW are very alive to the time and 
resource challenges faced. The board has committed to 
co-create its engagement strategy going forward and 
embed engagement into the organisation. This should 
mean there is less stop-start around business plan 
engagement, and with its insight hub, strategic mapping 
and partnerships toolbox we have grounds for optimism 
that the company will be in a robust place within the year.  

The board has also committed to increase the resource 
and skills it has on customer and stakeholder engagement 
so the company is not so reliant on external consultants 
(though the board sees this as a necessary part of the 
business). The CCG will be doing a ‘lessons learned’ for 
the board in the autumn. We will share this with Ofwat. 
We will be calling on the board to demonstrate how SEW 
will factor the CCG into the next business plan planning 
process – in particular to ensure we get earlier sight of the 
business plan and have sufficient time to review and 
reflect on the proposals and the research findings in the 
round.  
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Criteria 2: Design and delivery             Score 7/10

Our assessment criteria 

Design 

 Did the company select appropriately experienced 
agencies to carry out its research - skills, 
knowledge, experience, approach - or use 
appropriately trained in-house staff? 

 Did the company have clear aims and research 
questions for its research and clearly identify who 
it needs to engage with to address its questions? 

 Did the company consider the full 'spectrum of 
participation' and differences between each part 
of that spectrum – inform, listen, understand, 
consult, involve, collaborate, participate, co-create 
and empower? 

 Did the company follow good practice with 
regards to the research undertaken? 

 Did the company plan to engage on issues where 
customer views can make a difference and on 
issues that matter most to customers and 
communities, including on contentious 
issues/areas?  

Delivery in practice 

 Was the research appropriately phased and timed? 

 Was the approach appropriate to the engagement 
group’s level of knowledge, interests, and nature of 
its relationship with SEW? Did it consider how it 
wanted to be engaged? 

 Did the company learn as it went, reviewing and 
improving as appropriate? 

 Was research appropriately framed – providing 
customers with the right balance of information 
needed to give informed views without leading them? 

 Where appropriate, did the company engage with its 
customers on a genuine and realistic range of 
options? 

 Where appropriate, were steps taken to support 
customers in understanding the implications of any 
future potential scenarios and/or risk? 

 If appropriate, did the company effectively inform 
and engage with customers on its current levels of 
performance and how this compares to other 
companies in a way customers could be expected 
to understand? 

 In practice were sample sizes and numbers 
engaged with (those who responded/turned up) 
appropriate for the aims of the research? 

 Where appropriate, did the company effectively 
engage with its customers on longer-term issues, 
including resilience, impacts on future bills and 
longer-term affordability? 

 Wherever appropriate, has the company engaged 
with its customers on the long-term resilience of 
its systems and services to customers? 

 Where appropriate, were steps taken to support 
customers in understanding the implications of 
any future potential scenarios and/or risk? 
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Introduction 

It is the CCG’s view that scrutinising the design of 
research and how it is delivered in practice is important to 
ensure the findings are robust, their use valid, and to 
better understand the strengths and limitations of the 
engagement undertaken.  

CCG members between them observed 47 of the 99 
consumer and stakeholder focus groups, workshops and 
cognitive interviews, and provided input into much of the 
research, albeit to varying degrees. SEW was very 
receptive to changes.  

Thanks to our observation sessions we heard the 
unprompted voices of customers that were not being 
picked up in research designed to focus on other issues. 
Following CCG challenge, this resulted in the responsible 
business strategy and the NHH resilient customer 
concept, for example. 

Key challenges 

 Consider peer review on the WTP research (CL35); 
 Trial different ways of presenting water resources and 

WTP packages (CL54); 
 CCG want assurance that appropriate comparative 

performance information is being provided, and that it 
is clear which service activity is compulsory and 
which is being voluntarily done by the company. This 
should be communicated to customers before they 
give their views on satisfaction levels/service levels 
where appropriate. The CCG suspects, this will 
influence perceptions (CL61); 

 SEW to find out how Supercharge ensure 
independent usability and inclusivity of their web tools 
(CL 76); 

 Demonstrate how it has selected the attributes for 
inclusion in the WTP research. The Sub-Group want 
to have confidence that the company is not imposing 
a restricted set of choices around attributes on 
customers (CL90); 

 

 Explore higher amounts in WTP for social support. 
Separate out WTP for priority services register type 
services and financial support (CL111);  

 SEW to target procurement and operations staff in 
the large business research to get a range of views 
from different parts of the business (CL119); 

 Is SEW making full use of their own and publicly 
available data to inform their engagement approach 
and wider strategies – e.g. vulnerable customers. 
Chair gave example of work done by Centre for 
Sustainable Energy in this area and would provide 
details for SEW to consider (CL17) - ongoing; 

 Company to articulate its approach to cost 
adjustment and why it did not feel that engagement 
around cost adjustment claims was necessary 
(CL121). 

In addition a large number of suggested changes were 
made to the research. Some of these are outlined below. 
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Design

South East Water undertook more than 25 distinct pieces 
of bespoke research to inform its 2020-25 business plan. 
This included a range of quantitative and qualitative 
research and more innovative approaches. There are 
examples of the full engagement ‘spectrum of 
participation’ – inform, listen, understand, consult, 
collaborate, participate, involve and empower (examples 
are outlined below).   

The company went out to tender for its main quantitative 
pieces of research and deliberately selected a 
combination of established and newer companies. The 
intention was to get fresh perspectives alongside tried and 
tested partners. Some agencies, for smaller pieces of 
work, were selected on recommendation alone. In reality, 
while arguably not best practice, the latter worked well.  

The company’s large quantitative pieces of research – the 
two on willingness to pay and the business plan 
acceptability testing in particular – were carried out by 
reputable agencies and we were told the research had 
taken on board CCWater and UKWIR recommendations 
from PR14. The CCG prompted SEW to follow the good 
practice process of: survey design; qualitative testing; 
cognitive testing; piloting the survey; and rolling out the 
full survey, despite the time pressures given the 
importance of the research. This was to ensure, as far as 
possible, that the main survey materials were easy to 
understand and customers had the information they 
needed to make sufficiently informed decisions. It also 
supported a more meaningful interpretation of findings. 

The RMSG and CCG inputted into a number of pieces of 
quantitative research and in the majority of cases 
suggestions were taken on board. In particular we 
focused on ensuring surveys were balanced, not leading, 
had appropriate comparative information and made 

suggestions to improve clarity and accessibility. For 
example: 

 The CCG challenged an historic market research 
standard applied to Willingness to Pay (WTP) 
research that weights data based on the census head 
of household category, which leads to the under-
representation of women. SEW to its credit asked for 
this to be addressed and the research findings were 
reweighted accordingly. This issue was then raised 
by CCG member Leslie Sopp with the Market 
Research Society and the Chair at the CCG Chairs 
meeting, so all CCGs were alive to it. This change is 
important as women and men do not always have the 
same priorities or willingness to pay. Post September 
3 we will be taking forward this issue more formally to 
ensure the voice of women is not under-represented 
in willingness-to-pay research in other sectors; 

 Inclusion of ‘understandability questions’ into 
research – so that those who did not understand a 
question or option description, were not counted in 
the figures – thus improving the validity of findings; 

 Challenging the company to reach non-tech-savvy 
people. For example, ensuring in one focus group 
pre-task activity that hard copy materials were issued 
to customers who did not have access to an app that 
was being used; 

 We pushed for improvements to the social tariff 
research including: 

o SEW to test a higher contribution of £6 rather 
than £4. This may have contributed to the 
increase in WTP from £1.50 to £5.50  

o The company split the pilot test for the social 
tariff research into two parts so that with one half 
customers were informed from the start that they 
already pay for financial support for customers in 
vulnerable situations and the other half was 
informed part-way through the research. This 
was to understand the impact on customers’ end 
willingness to pay. Those who were told about 
the cross-subsidy up front had a slightly higher 
WTP. 

o Cognitive testing was also added to this project 

o Encouraged SEW to have separate questions for 
financial and non-financial support for vulnerable 
customers, given that the qualitative research 
had indicated different levels of willingness to 
cross-subsidise depending on the type of 
vulnerability. This resulted in two different WTP 
for financial and non-financial support. 

 In response to CCG challenge and emerging 
consumer and regulatory issues, SEW carried out a 
number of pieces of initially unscheduled research. 
New research included: the company’s work on 
responsible business; additional quant and qualitative 
research on leakage and water efficiency; NHH 
research with large users; and research to take 
lessons learned from customers who experienced 
interruptions during the March 2018 ‘Beast from the 
East’ freeze/thaw incident. 
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Delivery 

SEW focused engagement on issues that customers and 
stakeholders could influence. For example, while it 
explored customer views on overperformance and under 
performance payments, this was to inform its RoRE range 
and approach to reputational and financial rewards, rather 
than to push back on the Ofwat incentives framework. In 
addition, in the WTP research no deterioration of levels 
was included because SEW could not envisage any 
realistic scenario where deteriorations would be chosen, 
particularly where the company expects to be able to 
maintain or improve services without increasing bills. 

The company provided good opportunities for customers 
to give unconstrained views on issues that matter to them 
about water. For example: 

 Its initial priorities research was framed in an open 
way so customers could suggest their own priorities 
and not be forced to select options from a pre-
decided list; 

 The company engaged widely on potential water 
efficiency options, issuing a public invitation to submit 
new innovative ideas; 

 The co-creation of its vulnerability strategy meant the 
voices of customers in vulnerable situations and 
those who represent them, or work with them, directly 
shaped the business plan proposals; 

 The range of engagement channels offered during 
the draft Water Resources Management Plan 
enabled customers to feedback a wide variety of 
views – not just respond to a fixed set of survey 
questions, e.g. by email, letter, face to face at an 
exhibition, tweet; 

 

 SEW also carried out dedicated research on high 
priority areas leakage and water efficiency to inform 
its performance commitments; 

 Holding the responsible business workshops was a 
direct response to customers raising new issues 
compared to PR14 – such as housing, 
apprenticeships, staff pay, water fountains – that 
were not linked to the mainstream research 
programme; 

 Community engagement was targeted at those 
geographic areas which would be most impacted by 
the five key water resources options: Arlington 
Reservoir, Broad Oak Reservoir, Aylesford Reuse, 
Aylesford Newsprint and Peacehaven Reuse 
schemes. A total of 258 people attended the public 
exhibitions, resulting in 86 exhibition feedback forms 
completed (an increase of 66 compared to dWRMP) 
– 130 hours of face-to-face quality, two-way 
engagement with customers (see Information 
Request - community engagement) 

What worked well 

‘Inform and consult’ – Draft Water 
Resources Management Plan 
consultation 

“The engagement has been informative,  
timely and well managed by SEW”  

Kent County Council 

SEW’s draft Water Resources Management Plan 
consultation in 2018 worked well. In comparison to 
WRMP14, the company improved the reach and level of 
engagement achieved. While engagement with councils 
declined, compared to dWRMP14 the company doubled 
the number of people attending public and staff 
exhibitions, more than tripled the number of interest 
groups with whom they engaged and for the first time had 
a strategic approach to using social media. This resulted 
in more than double the total number of representations 
received in response to the plan compared with 
previously.  

As part of this, SEW worked with parish councils to 
identify the best venues for exhibitions to maximise 
engagement. For example, Sturry, Hackington and Blean 
parish councils recommended three drop-in sessions, one 
in each village as the Broad Oak Reservoir proposal 
affected each parish. This was consequently one of the 
more successful events with, according to SEW, “176 
highly engaged people attending over the three days”, 
and an 11% increase on the number who attended the 
one exhibition during dWRMP14 (CCG 10/5). 
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‘Participate’ – SEW’s Environmental Focus Group

SEW’s Environmental Focus Group is an example of good 
practice. The group has been in operation over the last 
two years to help inform SEW’s Water Resources 
Management Plan. It comprises around 30 members – 
regulators, environmental stakeholders and interest 
groups. It has met quarterly over the last two years to 
discuss a range of resilience issues including water 
resources, the environment, biodiversity and drought. 
Attendance is relatively high, reflecting the value 
members place in the group.  

Many of the participants have been involved since PR14, 
meaning there is a good level of expertise that has been 
built up over time and the sessions can be genuinely 
deliberative. In practice it’s a forum where SEW can seek 
views on more complex issues and members have an 
opportunity to really understand some of the trade-offs the 
company is making.  

In order to check for ourselves the effectiveness of the 
much-lauded EFG, we issued our own independent 
survey to EFG members. Thirteen members responded. 
Of these more than a third said the EFG was ‘very useful’ 
and an additional half ‘fairly useful’. While there was room 
for improvement, almost three quarters said SEW 
engaged either ‘extremely well’ or ‘very well’ with their 
organisation.

Six of the EFG who responded to the survey participate in 
other water company forums similar to the EFG, and 
seven do not. Of the six who do, South East Water rates 
very favourably – four said SEW was ‘very/much better’ 
and a fifth said ‘a bit better’. One said SEW was a bit 
worse. 

The majority of respondents also felt SEW ‘always’ or 
‘often’ listened to EFG members’ ideas and suggestions.

Areas for improvements included: potentially funding 
environmental NGOs to attend, as some may not be able 
to participate due to resource constraints (we understand 
Thames pays some members to attend); more breakout 
sessions and time for discussion; and simpler and 
punchier communications. 
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‘Inform and listen’ - ICS water resources 
options research 

South East Water’s ICS WRMP validation research was 
an example of better practice in how to engage customers 
on complex water resource options. The approach 
included (on CCG request) a cognitive test to ensure 
understanding, followed by six focus groups in different 
parts of the region to seek views and hone the 
quantitative materials and interpret findings, followed by a 
survey of 616 household customers.  

ICS produced some attractive show-cards which 
managed to explain complex approaches such as 
catchment management, rota cuts and desalination 
relatively simply. CCG members including Natural 
England and the Environment Agency ensured the 
descriptions of the advantages and disadvantages were 
unbiased. 

The focus groups explored customers’ views, attitudes 
and beliefs around the resilience of their water supplies 
and the varying risks of restrictions occurring. While 
customers struggled with evaluating resilience risks, the 
facilitator did a good job of really bringing to life the reality 
of what being without water could be like. As a result 
many customers went on a journey from ‘stiff upper lip’ 
and I’d get on with it’, to realising, in the case of rota cuts 
and standpipes, that it could have quite a substantial 
impact on their lives. 

In response to CCG challenge, the company actively 
recruited participants who had experienced supply 
interruptions. This worked well as members were able to 
share their practical experiences of being off supply, 
which helped build other participants’ understanding. The 
discussions about SEW’s proposed water efficiency and 
leakage targets included relatively clear comparative UK 
water industry performance data. The results suggest 
unless well-designed in quantitative surveys, customers 
risk underestimating the problems caused by supply 
interruptions. 
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‘Co-creation’ – Vulnerability Strategy 

In response to CCG challenge, SEW embraced the idea 
of co-creating its vulnerability strategy. To start, there was 
not a shared understanding between SEW and the CCG 
as to what ‘co-creation’ really meant. We therefore 
produced a short co-creation note clarifying the difference 
between this and other types of engagement and shared 
this with Ofwat. 

The company’s approach, while not without its lessons 
learned, is very comprehensive. It involves bringing 
together views from one-to-one research with customers 
in vulnerable situations and from grass-roots 
organisations working with and representing customers 
with additional needs and on low incomes, as well as 
feedback from engagement with staff from the company’s 
Customer Care Team. This co-creation is ongoing. It is 
SEW’s aim to build an ongoing relationship with these 
groups and customers.  

In addition, alongside this, in response to CCG challenge, 
the company pulled together insight from its business-as-
usual activities and carried out desk research to identify 
useful third-party research. The CCG particularly 
welcomed the inclusion of SEW’s Customer Care Team in 
the engagement process. This is best practice as staff are 
crucial to the effective delivery of services and have good 
sight of the challenges on the ground. 
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There were a number of lessons learned from the 
workshops. For example: 

 Many attendees did not know what services SEW 
offered to vulnerable customers, so there was much 
more informing needed to get participants to a level 
where SEW could have a meaningful conversation 
about how services might change and improve; 

 Initial attendance at stakeholder workshops was low 
because the company had not appropriately mapped 
its vulnerability stakeholders. Following challenge this 
was addressed; 

 The authenticity of speakers was very important – 
groups were hostile to any kind of sales pitch or 
company corporate speak; 

 Some groups indicated they would struggle to afford 
to attend workshops if their travel expenses were not 
paid. 

Willingness to pay 

Willingness to pay (WTP) research uses trade-off 
questions to explore how much customers value potential 
improvements to various service levels. The estimates 
from these are used in the cost-benefits appraisals and in 
the setting of the outcome delivery incentive (ODI) rates, 
consistent with the requirements laid out by Ofwat.  

Companies have been challenged to improve the design 
of their WTP approaches. SEW’s Accent research 
comprised a sample of 1,114 participants, weighted to be 
representative of the SEW customer base in terms of age, 
gender and social economic group (SEG). The design of 
the questionnaire was fully tested via cognitive and pilot 
tests with household customers and changes made at 
each stage. Both the qualitative and cognitive sessions 
were observed by CCG members. 

Improvements included: 

 Different ways of showing comparative information 
were piloted – this included varying the colours, size 
of bars, the amount of information, clearly stating 
which was best and worst, changing the positioning 
of SEW, and putting arrows up and down to indicate 
price changes; 

 The Max Diff exercise required respondents to 
choose from a list of service issues that would have 
the most and least impact. This avoided the need for 
customers to trade-off small changes in the chance of 
service issues affecting their property. This was a 
positive step forward; 

 A deterioration of levels option was not included 
because SEW could not envisage any realistic  

scenario where deteriorations would be chosen, 
particularly where SEW expects to be able to 
maintain or improve services without increasing bills; 

 Choice of levels is important – the researchers 
recognised the need to ensure you include minimum 
choices, a base level and a more stretching level; 

 More customer-focused language – in response to 
CCG challenge, the description of carbon reduction 
was changed to include energy use, as this was the 
primary activity SEW will be undertaking to achieve 
this outcome and it is more tangible than carbon 
reduction; 

 Simplification of the materials to show cost impacts, 
for example with £££ icons (see below).  

 
Showcard H 

 Impact on  
drought risk

Impact on 
the environment

Impact on  
customers’ bills 

Surface water reservoirs   + £ £ 
Underground storage + / – £ £ £ 
Increase groundwater use – £ £ 
Effluent reuse  + / – £ £ £ 
Desalination   – £ £ £ 
Water transfers  + / – £ £ 
Water efficiency + £ 
Leakage reduction + £ £ £ 
Water treatment works  + £ £ 
Catchment management  + £ 

 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 31 of 159
 

This resulted in, across the package choice exercises, 
90% of the sample reporting they were able to make 
comparisons between the options presented to them and 
89% said that none of what they were asked about 
seemed unrealistic. 

Areas for development 

There are areas where additional focus would have been 
valuable: 

 Future consumer issues – while the company 
engaged relatively well on future service priorities, 
their innovative use of a futurologist unfortunately 
was not very effective at building an understanding of 
customers’ future priorities. In addition, as mentioned, 
while SEW has a very extensive schools programme, 
opportunities were missed to engage with young 
people on their water priorities to ensure those voices 
informed the business plan. 

 Debt and future affordability – although the company 
asked a number of questions linked to the 
affordability and value for money of water bills, it did 
not do any targeted engagement on water debt, 
including with customers struggling to afford their 
bills. SEW also failed to properly consider longer-term 
bill affordability in its region; 

 Outcome delivery incentives – while not an issue that 
would be front of mind for customers, it was 
regrettable that that SEW did not undertake effective 
customer research on the acceptability of its ODIs on 
their own, separate from the overall acceptability of 
the business plan. We welcome though SEW’s 
commitment to pilot new approaches going forward in 
order to understand the best way to engage with 
customers and stakeholders on these complex 
issues. 

 While rarely raised in focus groups, we are surprised 
that there has been no customer engagement on the 
company’s programme to minimise lead in its supply 
area, and in particular its aspiration to be lead-free on 
the company side within 25 years (estimated cost 
£0.5m per year) and on the customer side by 2050. 
Given the known health benefits and the relatively 
modest costs of this programme, we would have 
anticipated that it would have been worthwhile to test 
customer appetite for an accelerated approach. SEW 
advised that lead work was currently driven by failure 
of the lead standard and they did not have a problem 
with this as they had a solution in place via the 
treatment process. We note SEW’s response that if 
an issue to remove lead is created by government the 
company would engage with customers on how best 
to achieve this objective; 

 Reform agenda – In response to CCG challenge, 
SEW enthusiastically embraced doing some 
engagement around the ‘putting the sector back in 
balance’ agenda. The CCG suggested that this might 
be well framed within the company’s approach to 
responsible business. In practice, while the research 
was very welcome and should be applauded, SEW 
could not manage to get customers engaged on what 
Ofwat CEO Rachel Fletcher calls the “fiery issues” 
and customers seemed actively turned off by 
governance issues, in comparison with environmental 
and societal issues. While some of this was likely due 
to how it was presented, the initial feedback 
suggested customers were more interested in 
spending time on consumer-centric rather than 
business-centric issues. Further development work 
and piloting of approaches is needed. 

What did not work so well 

Futurologist 

One of the earlier customer research studies, as part of 
South East Water’s Foundation framework-setting 
research programme, was an extensive qualitative project 
looking primarily at customer priorities and service 
satisfaction both now and in the future. This covered both 
the short and long-term, but was also stretched further to 
include perceptions of South East Water, as well as a ‘toe 
in the water’ on willingness to pay. This followed an initial 
detailed segmentation development study, and SEW’s 
emerging segment customer types were used as the 
building blocks for this programme. 

This was aimed as a ‘deliberative’ programme, in that 
consumers attending the three-hour workshop sessions 
were given an extensive digital and paper-based pre-task 
assignment to complete before the sessions; and the six 
(of 12) groups exploring the long-term view, were pre-
tasked to give them a briefing on a 2050 exercise. The 
future workshops were assisted by a found ‘futurist’ with 
the intention of providing a more stimulating, ‘co-created’ 
component to enable participants to move away from their 
immediate and pre-conceived views and expectations of 
water company service, priorities and customer 
satisfaction.  

In the future workshops, consumers were shown a range 
of visual stimuli, and given a discourse by the futurist 
regarding how 2025-50 might look. The workshops were 
observed by members of the CCG. The visual stimuli 
covered a variety of themes, such as ‘2050 cities’, ‘home’ 
and ‘getting around’ – all of which were neutral but ‘clean’ 
and with non-disruptive imagery designed to push the 
boundaries from the current ‘smart home’ development. 
These images were counterpointed by a series of 
statements to provide contextual overlay such as 
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‘population growth will impact water supply’, to ‘co-
imagine’ the challenges that might be present. 

Our expert research observer said “This was a bold, 
imaginative and ambitious programme, covering a lot of 
ground and engaging consumers in a dynamic and 
challenging way. The future framing was too cold and 
clinical for many, but it served a useful purpose in 
participants then ‘humanising’ it, and relating it to real 
water and related challenges. The programme drew out 
the nuances and differences of the segments (but could 
have done with more insight in the reporting) and gave a 
useful overall summary of near and future basic and 
enhanced priorities. Was it deliberative? To a point. ‘Co-
created’? Only in working together as consumer workshop 
teams with limited input from the futurist.”  

The CCG believe that on balance this research was useful 
and a valiant attempt. This is definitely an area which can 
be persevered with, but it is not a robust piece of research 
at this stage.

Engagement on measures, performance 
commitments and ODIs 

Engagement with stakeholders on the individual ODIs had 
not been built into SEW’s initial engagement plan and the 
company underestimated the time needed to engage 
meaningfully on these issues. The CCG challenged SEW 
to engage with experts to get informed views on what 
good looks like and what stretching looks like. Despite a 
faltered start, and a bias towards organisations with which 
they have existing relationships, in the end SEW achieved 
a reasonable spread of expert views on its environmental 
and resilience measures and performance commitments 
thanks to presentations at the EFG and bilateral meetings. 

It is the CCG’s view that SEW’s customer engagement on 
support for the ODIs was not on balance as robust as it 
might be (see p.69). South East Water has recognised the 
challenges and we welcome their commitment to pilot 
ways to engage customers on this complex topic. As we 
understand a few water companies followed a similar 
approach - this will no doubt be a cross-sector area for 
development and lessons learned. 

We make the following additional comments: 

 There were also a number of PCs that warranted 
further research. For example had time permitted, we 
would have liked SEW to undertake deliberative 
research to draw out customer views on whether it 
was appropriate for customers to ‘pay the polluter’ as 
opposed to the ‘polluter pays’ principle – given their 
approaches to incentivise abstractors and 
landowners to change their behavior to address water 
pollution and environmental degradation from the 
agricultural sector. 

 SEW sought to test with consumers how ambitious 
they thought its proposed performance commitments 
were alongside its overall business plan acceptability 

testing. Inevitably the survey became too long for 
such a complex issue and the number of 
performance commitments tested per survey had to 
be reduced to make it manageable within one survey. 
This meant that while the high-level results were a big 
enough sample to be representative, it could not be 
used for any kind of segmentation. 

 The RMSG made a number of drafting changes. For 
example, the survey question below on interruptions 
(see green box), did not make it clear enough that 
that the company’s proposed target is three hours 
and four minutes that each household will be without 
water – rather than just four minutes. This was 
flagged as something that needed to be changed by 
a CCG observer of the NHH qualitative session 
because all participants observed in the qualitative 
research thought four minutes was pretty fantastic, 
but were much less impressed when the observer 
pointed out it was not in fact four minutes off-supply 
but significantly higher.  

 In addition, the CCG had requested that SEW 
remove language that tells the customer the target is 
stretching before asking if it is stretching (as per 
below). Without any neutral comparator this was felt 
to be leading. In practice, while similar kinds of 
changes were made on other research, this one was 
not changed by accident. It is perhaps not surprising 
therefore that 61% of customers said this PC was 
ambitious – this was the joint highest of all the 18 that 
were tested. Unfortunately it invalidates the results for 
this one measure. This is also a reminder of how 
important it is to look at the detail of the research 
questions. 
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 Over-reliance on impressionistic 
research  

The overwhelming majority of SEW’s qualitative research 
was ‘impressionistic’. This means that customers are 
given basic information and then asked to give their 
views. For example, this was the approach with the 
company’s resilience workshops. While this kind of 
approach helps SEW to understand what is front of mind 
for customers and meet their expectations, as we 
observed, customers can frequently end up giving views 
based on incomplete or incorrect information and 
uncorrected assumptions. It is the CCG’s view that SEW 
needed to undertake more deliberative research to have 
more meaningful and informed conversations with 
customers. Customers may, for example, in more 
deliberative research have had a different view on issues 
such as ‘single-source of supply’ and ‘effluent reuse’, 
which at an impressionistic level may not be properly 
understood.

Workshops 

The majority of SEW’s workshops (with some notable 
exceptions below – see Innovation) are ‘chalk and talk’. 
The company presents from the front, or has PowerPoint 
handouts, informs, and people respond or there is a 
facilitator who presents and enables. We would 
encourage the company to become more creative in its 
workshop activity. By way of a comparator, Cadent Gas’s 
stakeholder events to establish customer priorities are 
much more interactive. They include props, dressing up, 
quizzes, competitions – all designed to build 
understanding and genuinely engage customers on the 
issues. 

 

 

SURVEY QUESTION -  
AVERAGE WATER SUPPLY 

INTERRUPTIONS 

On average across England and Wales 11 minutes 
are lost per property per year. In the South East 
Water region the figure for 2016/17 was 13 
minutes.  

This is measured as the total minutes lost divided 
by all properties and not just the properties 
impacted. 

Target: to reduce average interruptions to 4 
minutes by 2025.  

The target is stretching as it would require a 70% 
improvement on the performance South East Water 
expects to deliver by 2020 and is a level of 
performance beyond which they have delivered in 
the past. 

22 Average minutes lost per property per year 

Results based on loss of supply events over 3 
hours or longer 

Source: Water UK; England and Wales, April 2017 
to March 2018 
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Criteria 3: Representation and accessibility           Score 7/10 

Our assessment criteria 

Representativeness 

 Has the company effectively engaged with and 
understood the needs and requirements of its 
different customers and stakeholders including: 

o Circumstances that make them vulnerable?  

o Views across the whole of its geographic 
region?  

o Non-household representation including 
water retailers? 

o The views of other relevant stakeholder 
groups? 

o Younger people/future consumers? 

o Its staff?  

o Its board, including shareholders?  

o Community and public interest groups? 

Accessibility 

Did the company make engagement as accessible as 
possible? For example, in consideration of: the tasks and 
timelines; contact persons; technologies; ground rules; 
comfort requirements; accessibility of locations and 
materials; resource requirements; budgets; channels of 
communication; monitoring and evaluation; neutrality of 
locations; need for anonymity; religion; family and other 
responsibilities; time; language barriers; disability. 
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Introduction 

Ofwat’s Good Engagement Principle 6 states: 
“Engagement is not a ‘one-size-fits all process, but should 
reflect the particular circumstances of each company and 
its various household and non-household customers.” 

Definitions 

The CCG has assessed, from the information available to 
us, how effectively the company has engaged with and 
understood the requirements of different customers and 
stakeholders in its region. We have also considered how 
well the company has made its engagement accessible to 
all customers and stakeholders, including those with 
additional access needs. 

The Cambridge English Dictionary defines: 

 “Representative” as “typical of, or the same as, others 
in a larger group of people or things”; 

 “Inclusivity” as “the quality of trying to include many 
different types of people and treat them all fairly and 
equally”; and 

 “Accessibility” as “the fact of being able to be reached 
or obtained easily”. 

We have assessed the company’s engagement against all 
three of these criteria. The first part of this chapter 
considers representativeness and inclusivity together for: 

 Household customers, including those in 
circumstances that may make them vulnerable; 

 Younger people and future consumers; 

 NHH Customers and Water Retailers; 

 Other relevant stakeholders including regulators, 
community and public interest groups, SEW staff and 
the SEW board. 

The final part considers accessibility across all groups. 

In making this assessment, we have used the following 
evidence: 

 Observation of SEW engagement activity; 

 Review of debriefing and other information from all 
quantitative and qualitative research; 

 Information supplied in the business plan, including 
appendices; 

 SEW responses to challenges and queries from the 
CCG. 

During the development of the business plan, the CCG 
has issued a number of challenges to the company on this 
topic. These are listed in the relevant section below. 

The CCG welcomes SEW’s decision to appoint a 
community engagement manager and its plans to 
introduce a customer insight hub to build on the data-
gathering and engagement activity undertaken during 
PR19. We hope that this will enable it to deepen its focus 
on representativeness and inclusion in PR24. 

Relevant context 

 SEW is divided into Western and Eastern Regions 
which are geographically separate; The Eastern 
Region covers areas of both Kent and Sussex which, 
in turn, have differences in water infrastructure and 
demographics. Demographic characteristics also vary 
across and within the two regions. There may be 
different issues in urban and rural areas as well as 
coastal economies. Parts of Sussex have recently 
had a disproportionate number of bursts. 

 Metering has been rolled out geographically. While 
around 87% of household customers are now 
metered, there are significant geographical variations 
in how recently metering took place. 

 SEW has used Experian and other data to map the 
socio-demographic characteristics of its customer 
base, including how it differs from the national 
average and the differences between the Western 
and Eastern regions.  

 Both regions include commuter belts where 
householders travel into London for work, potentially 
affecting their availability for qualitative research, 
although we are not aware of available data on the 
proportion of households affected. 

 SEW has undertaken significant investment in 
developing and using an attitudinal segmentation of 
its customers. 

 SEW has around 42,000 (52,000 supply points) non-
household customers, making up 5% of its customer 
base and 10% in terms of total water use. As a result 
of NHH competition, SEW no longer has direct 
access to contact details for NHH customers. 
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Analysis

Attitudinal segmentation 

SEW developed an attitudinal segmentation of its 
customers and used this extensively in its qualitative and 
quantitative research, including ensuring effective 
representation of all values-based segments, e.g. Mindful 
Optimists, Global Advocates, etc. While differences 
between some segments were not always clear from 
some of the qualitative research, we conclude that, on 
balance, this more innovative approach gives potentially 
useful insight, though we need to see how this develops 
and is used by SEW in practice. 

The CCG welcomes how this segmentation has 
addressed a different aspect of representativeness and 
inclusivity from traditional socio-demographic 
segmentation. It has been particularly useful in identifying 
where the views of ‘big picture’ customers such as ‘Global 
Advocates’ differed from those of customers whose 
priorities were more focused on the short-term and the 
current needs of their families, including customers who 
were ‘just about managing’ as well as those in even more 
vulnerable circumstances. It has consequently provided 
added assurance that traditionally under-heard voices 
were being given weight alongside more vocal groups. 

 

Traditional demographic characteristics 

SEW’s quantitative research has tended to be weighted 
by socio-demographics across the region. However, in 
some qualitative groups we raised concerns about the 
representative mix. 

Socio-economic groups 
Higher socio-economic groups seemed to be over-
represented in some research, particularly but not 
exclusively qualitative research. For example, qualitative 
research on customer priorities and satisfaction included 
75 people in SEG ABC1 and 21 people in SEG C2DE, 
while WRMP qualitative research involved 55 people in 
SEG ABC1 and 15 people in SEG C2DE. In addition, 60% 
of Supercharge triangulation research participants were in 
SEG AB even though this research was conducted 
relatively late in the research cycle where there should 
have been a focus on rebalancing the representation. 
Information on sample construction often did not 
distinguish between SEG AB and SEG C1. In quantitative 
studies reweighting would have smoothed out some of the 
sample characteristic differences. 

Following CCG challenge there was a deliberate attempt 
to recruit more hard-to-reach and vulnerable 
circumstances. This research tended to report separately 
the number of participants in SEG AB compared with SEG 
C1.  

We were pleased that, for example, the service recovery 
priority research included groups specifically recruited to 
include vulnerable consumers and those in rural 
communities. In addition, one group specifically recruited 
customers from the area in Sussex that had experienced 
the highest impact water main bursts and service failures 
over the previous two years. Possibly as a consequence 

of this targeting, this group included only 12% SEG AB 
and 51% in SEG C2DE. 

Gender 
Research included a broad mix of men and women. So far 
as we are aware, participants were not invited to declare 
any other gender identity. As noted the CCG challenged 
an historic market research standard applied to 
willingness-to-pay (WTP) research that weights data 
based on the census head of household category, which 
leads to the under-representation of women. We are 
pleased that SEW ensured this was addressed and the 
research findings were reweighted accordingly.  

Ethnicity and religion 
SEW used Experian data to assess the representation of 
other demographic characteristics within its area 
compared with national levels. We understand SEW did 
not undertake specific research with diverse communities. 
Had resources permitted, we would have encouraged 
SEW to engage particularly with the Nepalese community, 
given its concentration in the Aldershot and Ashford parts 
of the SEW area, as this is one of the few communities 
over-represented in the area compared with the national 
average. SEW has had some past contact with this 
community, e.g. appearing on community radio and 
attending community meetings, but this did not provide 
insights for the business plan. 

CCG members attending qualitative research events 
commented on the lack of visible ethnic minorities present 
at many but not all events, but appreciate SEW’s 
explanation that this was likely a consequence of the low 
proportion of such households in its area, especially the 
Eastern area. SEW needs to do more in future to explore 
any specific aspects that may differ according to ethnicity 
and/or religious framing. 
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Customers in vulnerable circumstances 
In response to CCG challenge SEW introduced face-to-
face research alongside telephone and online research as 
part of the major pieces of quantitative research. This 
should have reduced significantly the risk that the 
research was unrepresentative due to digital exclusion 
and other access issues.  

In addition, SEW undertook a comprehensive programme 
of qualitative research with customers in vulnerable 
circumstances as part of its work on its vulnerability 
strategy. However, as no analysis has been provided that 
maps the vulnerability characteristics of all the 
interviewees, the CCG is unable to assess how 
representative or inclusive the total sample was. From the 
case studies provided to us, it seems that physical health 
issues, low income and vulnerability as a result of old age 
were well covered. Any gaps may have been 
compensated for by the quality of engagement with the 
SEW Customer Care Team, which we recognise has a 
comprehensive understanding of the types of vulnerable 
circumstances that it engages with, and thanks to 
engagement with stakeholder representatives. 

Geographical, including differing 
service experience 

Service recovery research and ‘freeze/thaw’/‘Beast from 
the East’-related research included a specific focus on 
customers who had experienced service failures. 

The company told us in response to a challenge from the 
CCG in March 2018 that the WTP research did not ask 
customers if they had had persistent problems with any of 
the attributes being tested, e.g. low pressure or poor 
water quality. This response seemed to suggest that SEW 
has not analysed differences in response between 
customers in those areas and average customers and so 
is not able to tell whether representative numbers of those 
customers had responded and whether their views varied 
from the average. 

 

 

CCG challenges relevant to this analysis 

These include SEW: 

 Engage with hard-to-reach customers and those with 
particular vulnerabilities; consider all customer 
segments in its research approach, including 
customers in vulnerable situations (CL19); 

 Demonstrate how it is meeting the needs of non-tech 
savvy customers (CL31); 

 What does the company know about the vulnerability 
risk factors of its customers? (CL36); 

 Find out how Supercharge ensures independent 
usability and inclusivity testing of its web tools 
(CL76); 

 Demonstrate the inclusivity of the company’s 
research (CL81); 

 Break down the findings of the WTP research and 
explore if those areas that have persistent problems, 
e.g. low pressure, poor water quality, have different 
WTP (CL91); 

 SEW to look at how it can ensure its  satisfaction 
surveys reach all categories of vulnerable customers 
(CL129). 

Open/ongoing challenges 

 Make full use of its own and publicly available data, 
including to better map customers with additional 
needs (CL17 and CL37) – ongoing; 

 Consider how it will seek to understand the levels of 
transient vulnerability in its area (CL87) – ongoing. 
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Younger people and future consumers 

SEW stated in its business plan (Appendix 1) that: “For 
each piece of research for the 2020 to 2025 business 
plan, we specifically recruited sufficient quotas of younger 
customers (16 to 25 years) who may not yet be bill payers 
but are users of water; this ensures we are looking at all 
the key issues and topics we need to explore through a 
‘future customer lens’.”   

The information provided to us on research sample 
construction requires further analysis across the 
programme to ensure that this specific age range has 
been engaged with in sufficient numbers. For example the 
evidence provided to us about the research demonstrated 
that SEW included 'younger' household customers (aged 
18-30) in its qualitative and quantitative research. Some 
research reported participation using different age ranges 
e.g. service recovery priority research reported 
representation of customers aged 20-34. In addition, the 
age profile of respondents to the bill profile quantitative 
research seems to start at 25 years old. 

SEW outlines a range of activities with schools, individual 
school students and community events likely to be 
attended by families including children. This included talks 
to around 1,500 primary school pupils per year. However, 
this was not related to the business plan. 

Even though it was not the primary purpose of these 
activities to inform the business plan, we are pleased that 
SEW has sought to gather insights from these events. 
The company has told us that it promotes its BAU schools 
programme widely to get a good geographical spread of 
schools involved but does not currently measure or 
manage the activities to ensure that they engage a 
representative and inclusive sample of future consumers, 
for example by family socio-economic group, physical and 
mental disability including learning difficulties, or ethnicity, 
culture, first language and religion. 

In response to challenge, we welcome that SEW has 
committed to focus on ensuring the representativeness 
and inclusivity of its ‘future generation’ schools 
programme, and we recognise that the appointment of a 
community engagement manager should enable this. 

CCG challenges relevant to this analysis 

These include: 

 Bring its plan for engaging with future customers to a 
meeting (CL24); 

 How is the WRMP going to consider the views of 
future customers? (CL50). 

Non-household customers and 
water retailers 

SEW has around 42,000 (52,000 supply points) non-
household customers, making up 5% of its customer base 
and 10% in terms of total water use. As a result of NHH 
competition, SEW no longer has direct access to contact 
details for NHH customers. 

The CCG has consistently challenged SEW to better 
understand the experience and views of its diverse NHH 
customers. While SEW does not own the billing 
relationship, its wholesale water role makes up an 
estimated 90% of its NHH customers' total bill. 

In our view, following challenge, SEW undertook an 
acceptable range of research to understand NHH and 
retailer views. Our concerns relate to the 
representativeness and inclusivity of the NHH customers 
engaged rather than the research content. The CCG 
regrets that SEW waited until Ofwat confirmed that this 
research was required as an earlier start might have 
allowed a more considered approach to 
representativeness and inclusivity. 

The CCG acknowledges the challenge of undertaking 
NHH customer research as a wholesaler in the new 
environment of NHH competition. It was harder for SEW 
to ensure the representativeness of NHH customer 
research for PR19 as a result of the transfer of customer 
contact data to the water retailers.  

The company used commercial providers of business 
contact lists to source contacts for research. It was not 
clear that these lists were as representative of the SEW 
customer base as the customer data available at PR14.  

We recognise that some steps were taken to ensure 
representativeness, such as: having soft quotas for 
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employment size and region; weighting responses by 
employment size (sole trader/SME/medium/large); and 
undertaking additional research with larger NHH 
customers to compensate for the over-representation of 
SMEs in initial research.  

However, weighting was based on government business 
population estimates for the government-defined South 
Eastern region, which may misestimate the mix of 
businesses within the SEW area.  

In addition, we are concerned that NHH customers that 
are not ‘businesses’ may be under-represented. For 
example, SEW analysis found that 6% of NHH supply 
points represented community uses such as village halls 
and churches and the use of commercial business lists 
may result in under-representation of NHH customers 
such as these.  

The business plan describes two NHH customer 
segmentations. Appendix 1 includes an NHH 
segmentation table based on purchasing characteristics 
while Appendix 4 identifies the largest industry segments 
supported by SEW based on % supply points. Had these 
segmentations been used to drive the NHH research, we 
would have had greater confidence that this research was 
representative of NHH customer views.  

Appendix 1 says about the ‘purchasing characteristics’ 
segmentation that: “This approach has shaped our 
engagement with NHH customers.” While it may have 
impacted research material, it is difficult to see how it has 
driven sample construction due, at least in part, to the 
limitations of the customer lists available to the research 
provider. It would have been helpful if SEW had been able 
to demonstrate more clearly to us the basis for this 
assertion. This is an open information request. 

In response to CCG challenge the company undertook 
larger user research – this was very welcome. 

SEW told us that it supplemented its research with 
insights from day-to-day interactions with both retailers 
and customers, including during the freeze/thaw and 
summer heatwave and observations of market behaviour.  

It confirmed that these insights and observations were the 
key source for its identification of farms, pubs and 
restaurants and schools as the business types most 
severely impacted by extended, unplanned water supply 
interruptions.  

We are not able to comment on how representative or 
inclusive these interactions were, and therefore how SEW 
was able to identify that, for example, hotels and 
hairdressers had alternative arrangements in place. In the 
qualitative research that we observed, there were 
insufficient participants from these sectors to draw the 
conclusion that they had priority needs compared with 
other users with high water dependency.  

We were told that NHH research aimed for a split of one 
third of customers from the company’s Western Region 
and two thirds from the Eastern Region to reflect the 
approximate division of business customers between the 
two.  

Although we were told that there were no specific quotas 
for business owners with possible access barriers such 
as, for example, those where English was not their first 
language, we were told also that business owners 
contacted did include some who were not ‘white British’. 
We were not given an analysis of the proportion of such 
contacts.

Water retailers 

We note that SEW experienced a low response rate from 
its PR19 retailer survey with only three responses in spite 
of 32 retailer relationships, with 18 actively operating in its 
area. In addition none responded to its engagement 
around the draft Water Resources Management Plan. 
This is perhaps understandable given the business 
pressures on water retailers in the first 18 months after 
market opening.  

The company has stated that operational contacts, 
described in Appendix 4, have given more useful insights 
but we have not been able to validate how representative 
such contacts are of the 18 and/or 32 retailers. We hope 
that there will be improvements to more formal 
engagement with retailers for PR24 to understand their 
requirements and priorities, and that Ofwat will encourage 
wholesalers and retailers to work together to achieve this. 
Given the importance of this relationship for addressing 
issues such as NHH voids and demand management and 
water resources, it will be crucial for this type of 
engagement to improve. 

In addition, we think that there are significant 
opportunities, particularly by data sharing with water 
retailers, to improve the representativeness and inclusivity 
of NHH customer research for PR24. Given the cross-
wholesaler coverage of many water retailers, Ofwat, 
Water UK and/or CCWater could all play a useful role in 
facilitating this. 
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Key CCG challenges relevant to this 
analysis 

These include SEW should: 

 Demonstrate how it is planning to engage and/or has 
engaged with business customers (CL33); 

 Validate its non-household segments (CL66); 

 Review its approach to NHH engagement and 
provide rationale for proposed methodology (CL75); 

 Provide further information on how SEW estimated 
95% of its NHH customer base was covered in its 
quantitative research. Provide information on the 
characteristics of its businesses and the final 
segmentation approach used (CL93); 

 Engage with large companies with varying water 
consumption and pull out any differences of view 
from low water users; target procurement and 
operations staff in the large business research 
(CL120). 

Other relevant stakeholders,  
including regulators, community and 
public interest groups, SEW staff  
and the SEW board 
 
SEW has significantly improved its understanding and 
targeting of its stakeholders for PR19 compared with 
during PR14. As mentioned, it has undertaken 
stakeholder mapping, updated contacts and carried out its 
first stakeholder perceptions audit to act as a baseline. 
Nevertheless, the company rightly describes its approach 
as “evolving”.  

A number of events were held to understand stakeholder 
priorities. In developing its vulnerability strategy, SEW 
engaged with a range of key relevant stakeholders 
although arguably some smaller stakeholders were under-
represented. This under-representation was likely to be 
due to financial and staffing constraints at those 
organisations rather than necessarily inadequate 
stakeholder mapping.  

Local government, social housing providers, Citizens 
Advice, Age UK and the police and fire services were well 
represented. A number of dementia, mental health, 
financial advice and fuel poverty organisations also 
participated. The NHS was noticeably under-represented 
as were private landlords and organisations supporting 
carers and possibly also those with learning difficulties. 

We acknowledge that current financial pressures on 
smaller charities and community groups make it harder to 
engage them as many cannot spare the time or costs to 
attend engagement events. SEW recognised this during 
its engagement by shortening event times and, when 
challenged, offering to cover travel expenses. We have 
grounds for optimism that in the case of vulnerability, its 

proposed partnership approach will explore how barriers 
to engagement can be overcome. 

The EFG 

SEW has told us that its Environmental Focus Group 
(EFG) is designed to be an expert stakeholder group as 
opposed a group that represents all elements of society. 
The company has highlighted that a wide range of 
organisations that showed an interest in water resource 
planning or represented key customer groups such as the 
National Farmers Union (NFU), were invited to participate. 
This included stakeholders who had provided critical as 
well as positive comments to past consultations.  

Without more formal stakeholder mapping, the CCG is 
unable to comment on how closely the group is 
representative of interested stakeholders. We do note that 
the EFG includes organisations from both the Western 
and Eastern regions and meets at a location in Reigate 
accessible by road or public transport, i.e. Reading-
Redhill trains, from both regions. In addition, the company 
has confirmed that it engages in other ways with 
stakeholders unable to meet the considerable time 
commitment of being a regular EFG attendee.
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Statutory bodies 

As mentioned, SEW has had good contact with its key 
regulators and with CCWater. The Environment Agency, 
Natural England and CCWater are all represented on both 
the CCG and SEW’s Environmental Focus Group and 
have provided detailed comments on relevant sections of 
the business plan. While the DWI was unable to join the 
CCG, SEW has had good contact with it in other ways. 

Staff 

The CCG was impressed by the input of the Customer 
Care Team to SEW’s research on services for vulnerable 
consumers and the use of staff research to inform the 
responsible business strategy and approach to household 
retail services. We were told, in response to a CCG 
challenge, that the company held two days of staff 
engagement as part of its customer segmentation project. 
We anticipate that SEW could build on this in PR24 to use 
insights from staff more overtly to inform the development 
of other aspects of the business plan. 

SEW’s board 

In our view, the board, including its shareholder 
representatives, has been actively engaged in 
understanding the business context and feeding its views 
and requirements into the business plan. We would like to 
commend, in particular, the board’s engagement with the 
CCG with at least one non-executive board member 
attending each full CCG meeting in recent months. In 
addition, the asset and regulation director, an executive 
board member, has attended all of our full meetings and 
engaged robustly and constructively with us. We are 
pleased also that a nominated representative of the 
shareholder has participated in recent meetings of the 
CCG Consumer Vulnerability Sub-Group. 

CCG challenges relevant to this analysis 

These include SEW to: 

 Demonstrate how staff engagement feeds into wider 
engagement (CL13); 

 Map the stakeholder groups within the company’s 
area (CL18); 

 Is SEW’s board engaged enough on the PR19 
journey, and on customer engagement? (CL22) 

 Clearly articulate the role of the Environmental Focus 
Group including how this fits into wider engagement 
strategy (CL41); 

 Carry out a stakeholder mapping exercise for WRMP 
(CL52) - ongoing; 

 Map non-household stakeholder groups (CL67) - 
ongoing 
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Accessibility

As described above, this section covers how accessible 
the research process was to potential participants with 
additional needs. We make the following points: 

 Major research on complex topics towards the end of 
the research programme, e.g. on ODIs, WTP, 
acceptability testing and the social tariff, included a 
cognitive testing phase; 

 Attendees were paid to participate in qualitative 
groups, thereby reducing financial barriers to 
participation;  

 SEW also agreed to meet the expenses of 
community stakeholders participating in qualitative 
research as soon as it realised this was an issue of 
concern and a potential barrier to participation. In 
addition, SEW recognised that current financial 
pressures on the community and voluntary sector 
limited their participation in its qualitative reach 
events and modified the design of the events to 
reduce, although not eliminate, this barrier; 

 We were told that all locations for qualitative research 
were chosen “to ensure, where possible, that those 
with accessibility barriers can access the locations” . 
Nevertheless, we observed a number of qualitative 
sessions where the venue and/or timing did not seem 
fully accessible. For example: 

o Most qualitative sessions were in the evening, 
with some start times that might be less 
accessible to commuters; 

o Sessions at Pembury and outside Canterbury 
where focus groups were observed by CCG 
members were not easily accessible by public 
transport. We were told verbally at the time that 
some attendees had left the former venue early 
to catch the last bus home while the Canterbury 
location required many to take a train and bus; 
 

o NHH focus groups at Tonbridge (in January 
2018) and Whitstable (July 2018) took place in 
hotel conference rooms that did not seem fully 
accessible for those with mobility issues. 
 

While we observed some attendees with slight 
mobility issues at qualitative events, we did not 
observe that any attendees had major visible 
disabilities. 

 In response to a challenge from the CCG to increase 
the accessibility of its Supercharge willingness-to-pay 
research, the company carried out research in a 
shopping centre to try and access those without 
internet and to provide a face to face opportunity to 
engage. 

CCG challenges relevant to this analysis 

These include SEW to: 

 Engage with hard-to-reach customers and those with 
particular vulnerabilities; consider all customer 
segments in research approach including customers 
in vulnerable situations (CL19); 

 Demonstrate how it is meeting the needs of non-tech 
savvy or customers not online (CL31); 

 Find out how Supercharge will ensure independent 
usability and inclusivity testing of its web tools 
(CL76); 

 Demonstrate the inclusivity of the company’s 
research (CL81). 
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Criteria 4: Innovation               Score 8.5/10 
 

Our assessment criteria 

We defined innovation as: 

“An approach that is, as far as we are aware, 
different to standard water sector practice” 

 How/to what extent does the company seek to 
identify new ideas that could inform their 
engagement approaches? 

 As far as the CCG is aware, to what extent has 
the company been innovative in its approach? 

Please note 

 We have not included in this score an evaluation 
of if approaches are ‘better’ than standard 
practice – though we provide commentary 

 Ofwat will be better placed to undertake the final 
benchmarking  

 We considered the range of engagement 
innovation being undertaken, e.g. in design, 
delivery and ongoing engagement  

 We considered the company’s proposals for 
2020-25 on engagement 

 

Introduction 

This is SEW’s highest scoring criteria. Members initially 
scored SEW as 8s and 9s in equal numbers in this 
category. The final score for the company is 8.5.  

The company’s range of engagement techniques has 
continued to develop. There are examples of the company 
employing good and more innovative engagement 
approaches.  

The company currently has an ad-hoc approach to 
horizon scanning to identify innovative practice. Following 
CCG challenge, SEW developed an insight dashboard. 
This was intended to capture both internal and external 
learning, but in practice it has been used predominantly to 
capture internal learning. We hope this will continue to 
develop an external focus.  

The company’s innovation toolboxes are expected to 
result in a more proactive, systematic, and wide-ranging 
approach to identifying and piloting innovation. 
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Bespoke innovative engagement 

Approach Rational – why innovative 

Supercharge (Attribute Valuation research) 
 
This was a survey in the form of a computer game carried out online and face-to-face via 
hall tests. It involved 1,697 household customers using a mix of online and face-to-face 
engagement. Supercharge is a new approach used to replicate key stages of SEW’s 
research programme, particularly to understand customers’ prioritisation of different service 
attributes and identify the value they placed on improving those service attributes. 
Customers use sliders to dynamically change the service attributes which also showed the 
bill impact; while pop-ups were available to show customers more information about the 
particular service attribute and the company’s comparative performance with the rest of the 
industry. 

A small number of water companies have used this kind of approach, but it is still not yet 
standard practice. We cannot comment on how effective it is, as we have not been involved 
closely enough in its development. The CCG challenged SEW to ensure it was accessibly 
designed (CL76). The Supercharge results for SEW's CBA analysis were combined with 
the main WTP so SEW could more robustly estimate the customer benefit of service 
improvements. The company says “Supercharge has therefore delivered on its objectives”. 
This tool can also be used for ongoing engagement and we would encourage SEW to 
explore this. 

Hands-on ‘creating foresight’ sessions with cards to consider future priorities See below (p.48) 

Futurologist  
 
A ‘Futurologist’ was used to generate and frame images of the future around home, cities 
and travel, and to give context for consumers in relation to water issues.  

We understand using a futurologist is innovative. This was an example of SEW striving to 
be ‘deliberative’. It involved customers considering customer priorities and service 
requirements now and in the future (2050).  Our expert observer said "it was bold, brave 
but too ambitious'. We  commend SEW for giving this a go, and look to see how this might 
be developed in subsequent research, as it merits further investment. 
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Ongoing innovative engagement 

Approach Rational – why innovative 

‘Empower’ – Advizzo 

SEW’s Advizzo project is a demonstrable example of how behavioural change 
approaches can be used to encourage water efficiency. The company’s pilot of 22,000 
customers, which involved sending customers water use reports with tailored advice, 
received positive customer support and initial water savings of at least 2%. Alongside 
this, going forward SEW is proposing to employ a range of behavioural devices including 
community schemes and incentives such as Green Redeem. 

Using behavioural techniques to reduce water consumption is not new to the water sector, but 
as far as we are aware no other company is doing this kind of activity, at this scale. Proposals 
to pilot community and individual incentives are not standard practice. 

Satisfaction of stakeholders in relation to assistance offered by SEW to 
customers in vulnerable situations 

This new bespoke performance commitment measures the satisfaction of stakeholders 
who work with or represent customers in vulnerable situations.  

We are not aware of any water company having a vulnerable customer stakeholder 
satisfaction measure as a performance commitment. This will measure if stakeholders working 
with or representing customers in vulnerable situations are satisfied with the effectiveness of 
SEW’s partnership working and how well the company is supporting those with additional 
needs and on low incomes. The measure is a good complement to the company’s vulnerable 
customer self-reporting satisfaction measure and the company’s proposed vulnerability 
outputs measures. It is classified as engagement as it measures partnership working. 

Attitudinal based customer segmentation 

SEW has progressed the satisfaction measures it introduced in PR14 by introducing 
values/attitudinal based segmentation. Attitudinal segmentation has the potential to 
enable the company to tailor communications and services, potentially raising overall 
satisfaction scores.  

Six segments were initially identified: Global Advocates (mature, affluent, financially 
secure and engaged in big picture); Just Me & Mine (male, mature, comfortable and 
focus on No.1); Busy Jugglers (tech-immersed, busy jugglers who would be more 
outward focused if they had time); Mindful Optimists (middle aged, lower SEG 
customers, community vs. corporate focus); Living for Today (young, female, mid SEG, 

The CCG is supportive of this attitudinal-based approach. While we understand other 
companies are employing values-based segmentation, this is not standard practice in the 
water sector and it has exciting potential.  

Further analysis is required to ensure that the segment-related insights gained from this 
research are fully utilised from those focus groups where it was used as a recruitment criteria 
and an analysis/task focus. We are also unclear if this has applied to their performance 
commitments. In addition, we do not yet know how SEW will start to ask its ‘five golden 
questions’ in order to ensure that it has sufficient information on its customer base to apply 
more tailored approaches. The company will also still need to develop a socio-demographic 
picture of its customers. This is not something it has yet done. We note the proposed 
segmentation does not include business retailers or business customers receiving water from 
the wholesale business of South East Water. 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 46 of 159
 

living for today with low social conscience); Careful Neighbours (kind and thoughtful 
about the community around them; financially careful and waste conscious). 

Co-creating the vulnerability strategy  
SEW is co-creating its vulnerability strategy with customers with additional needs, staff 
in its Customer Care Team who support vulnerable customers, and grass-roots 
organisations that represent and work with customers with additional needs. 

Only a handful of utility companies have genuinely co-created their consumer vulnerability 
strategy. SEW has included staff in its engagement approach, which is best practice. Co-
creation will be an ongoing approach. 

Resilient customer concept 
 
Resilient business 
 
Resilient developer 

This is a tricky one to evaluate. If implemented well the company’s resilient customer concepts 
have the potential to be good examples of co-delivery. The packaging and combination of 
activities is new, but individually the measures are not innovative. Whether this approach flies 
or fails will wholly depend on how it’s delivered. 

We are excited by the potential of SEW’s proposed resilient customer concept. While the 
approach was not driven by customers, it is an innovative way for the company to meet their 
expectations and priorities. As it empowers people to help themselves, it also reflects a 
recurrent theme from qualitative research, that many (though importantly not all) customers 
want more control over their situation. 

We’re particularly pleased to see the non-household resilient customer included. This was the 
product of direct challenge from the CCG to recognise the unprompted voices from NHH 
customers in focus groups – that they wanted SEW to be proactive in telling them as early as 
possible if it looked like they had leaks and to help fix them. Also it builds on lessons learned 
from the March ‘freeze/thaw’ incident, which highlighted how ill-prepared many businesses, 
including water dependent businesses, were for interruptions. 

However, we recommend that SEW works with customers and also those involved in 
emergency planning, to further test and develop its resilient customer concept – in particular to 
explore in more detail what services and information would be most valued and to identify the 
best way to package and communicate the approach. We would encourage South East Water 
to consider resilience as a co-creation work stream for its partnerships toolbox.  
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Engage with abstractors – performance commitment 
 
Water companies account for only about 20% of the water abstracted from the 
environment and therefore a holistic view of the water environment is needed by 
companies to ensure that best value supply/demand solutions are implemented for 
customers.  

SEW is proposing to undertake a pilot project linked to two high-risk rivers which are 
less resilient to low flows – the River Cuckmere and the Little Stour. The aim is to work 
with other abstractors of water to encourage them to be more water efficient in their 
practices and processes, as there is no strong incentive for abstractors to do this 
currently. This reputational performance commitment is a pilot project. 

We are not aware of any other water company doing this. The idea for this approach came 
from a CCWater meeting and credit should be given to SEW for running with it.  

Both EA and Natural England think this is an innovative proposal with exciting potential.  

The CCG and EFG challenged the company to ensure the activities that form part of this 
measure were future-proofed and flexible enough to respond to lessons learned and emerging 
need. Also, to clarify how this would be counted, e.g. by individual measure taken up or 
landlord engaged with. Consequently SEW adapted the measure to enable new activities to 
be included. Changes are possible but subject to the agreement of the Environment Agency 
and the company’s Environmental Focus Group, to ensure an independent decision.  

On balance, we would agree with SEW’s statement: “If successful, this measure has the 
capacity to create naturally resilient catchments by targeting and reducing water use by other 
abstractors that is impacting surface water flows, and may therefore result in more water 
available for use by water companies which could lead to a reduction or delay in the need for 
traditional supply-side solutions benefiting customers and the environment.” 
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Case study: Hands-on ‘creating foresight’ session with cards to consider future priorities

 

Sensemaking’s stakeholder engagement session for SEW 
was designed to create foresight about the societal issues 
that South East England is likely to face over the next 
decade. 

In just over three hours, a diverse group of stakeholders 
engaged in conversations about the future, what might 
matter most and what South East Water could do (and not 
do).

 

The conversations were helped by using an approach that 
lets people (literally) get their hands on the future using 
stimulus material printed on cards. This was a simple but 
new approach. There were no presentations, no company 
led discussions, participants had time and space to 
engage with each other and create new, shared insights. 
And as one participant said: “This is totally different to the 
stakeholder engagement sessions we are used to – it was 
great”. One of the council participants requested the card 
pack to use with colleagues for a local authority meeting. 

The session provided South East Water with a mix of 
confirmation about some of its current thinking and new 
insights into issues that were not on its radar. This has fed 
into the business planning process enabling stress testing 
of current activities and identification of new areas to 
focus on. Going forward, the intent is to make this 
approach to stakeholder engagement part of ongoing 
stakeholder engagement. A total of 92% of attendees said 
they found the workshop interesting or very interesting, 
while 67% said it was very useful or useful for their 
organisation. 
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Criteria 5: Evidence base and triangulation         Score 6.5/10 

 
Our assessment criteria 

Evidence base and triangulation 

 Did South East Water develop and use a good 
range of available relevant sources of information 
to identify customer priorities and views, e.g. 
operational data, bespoke research, wider 
customer insight? 

 Has the company been objective in how it has 
interpreted customers’ views rather than seeking 
to endorse its own priorities? 

 Is its triangulation and cross-referencing process 
robust and transparent, e.g. including the 
weighting of evidence and how any potential 
conflicts and trade-offs may have been made? 

 

 

 Has the company demonstrated that it has 
implemented CCWater’s, Ofwat’s and wider good 
practice on triangulation? 

 How has the company sought to identify and 
understand as far as possible the needs of future 
consumers?  

 Has the company considered the wider strategic 
context in which it is operating and how this will 
impact its customers, their priorities and needs, 
e.g. attitudinal trends, political, strategic, 
technological, economic, legal changes, etc?  

 Has the company demonstrated how it has drawn 
from and responded to insight and evidence? Is 
there a clear golden thread? 

 

Introduction 

There are two parts to this criteria: 

a) The overall quality of the evidence base that has 
informed the wider business plan proposals – we 
include within this the CCG’s assessment of the 
acceptability testing research; 

b) The company’s approach to triangulation, which 
informs the setting of its performance commitments 
and outcome delivery incentives – this includes the  

 
 
CCG’s assessment of the Accent willingness-to-pay 
research. 

In making our overall assessment we considered the 
factors below but also wider analysis referenced in this 
report including on inclusivity/representativeness for 
example. We recommend this as area of focus for Ofwat 
as this is an area where had time permitted we would 
have liked to have undertaken further scrutiny. 
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Key challenges

 The company to critically evaluate its research and 
engagement findings to date and demonstrate how it 
will ’triangulate’ different sources of information 
(selection, weighting etc) (CL61); 

 SEW should break down the findings of their WTP 
and explore those areas that have persistent 
problems e.g. low pressure, poor quality water have 
different WTP. If so they can then explore how they 
might seek to address this. There is a risk with relying 
on averages which overlooks the fact that certain 
groups of customers may face persistent problems 
(CL91); 

 To draw out in the findings those customer 
priorities/views that have changed since the research 
conducted for PR14 and to demonstrate how these 
are to be reflected in the business plan (CL92); 

 The company to articulate where their segmentation 
approach would overlay on the research outlined and 
how that would then be applied to the business plan 
(CL94) 

 Company to collate the learning on vulnerability from 
wider research e.g. Accent research, Brand Edge, 
WRMP feedback, to feed into the triangulation 
process (CL114); 

 SEW to explore how its areas of highest customer 
complaints are directly addressed by their business 
plan proposals/performance targets (CL115). 

 WRMP triangulation to include third party research 
including that of the National Infrastructure 
Commission (NIC) (CL123); 

 The company to add a column in the triangulation 
database to show what impact the research has had 
on the plan and to provide transparency around their 
weighting and conclusions (CL124); 

 Evidence base should cover a) Customer priorities for 
the company b) Views on how the priorities should be 
delivered (CL125); 

 Look at the WTP results by segment (CL133); 

 The company to clearly articulate why some insight 
has not been included in to its business plan (CL137); 

 To articulate how SEW will understand if WTP is low 
because customers expect a high level of service in 
that area already e.g. water quality - taste and odour 
and discolouration rankings were low for the WTP 
survey when previous and current research suggests 
these are always high priorities for customers 
(CL138);    

 The company insight database demonstrates where 
different parts of consumer insight are reflected in the 
business plan. SEW should complete the thread and 
demonstrate how this is reflected in its totex - the 
money it is asking for (CL142);  

 SEW has not yet captured and pulled together data 
from its wider research programme from customers in 
situations that may make them more vulnerable. 
What’s that learning and how is this being applied?  
(CL146); 

Open/ongoing challenges 

 The Company should look into completing horizon 
scanning - future socio-demographic trends plus 
available insight of relevance (CL40) – ongoing; 

 The CCG has not yet had visibility of the tensions it 
has identified and how these have been managed 
e.g. trade-offs and evaluations (CL179) – open; 
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South East Water’s evidence base 

Our commentary is provided below: 

 On the face of it, SEW has developed an impressive 
initial ‘insight database’ to demonstrate the findings 
from its wide-ranging research. This is transparent in 
that it clearly shows a link or ‘golden thread’ between 
the customer findings, and the business plan 
proposals.  

 The insight database includes a range of evidence. 
This includes: findings from key pieces of bespoke 
research such as WTP research and acceptability 
testing; qualitative insights from focus groups and 
surveys; business-as-usual learning; and third sector 
insight from a wide range of sources. 

 In practice, much of the database was not populated 
until July/August. This was particularly the case with 
operational insight and learning from third-sector 
organisations. While the company told us that the 
business plan had been developed “in tandem” with 
this research, given its late inclusion in the insight 
database it has been hard for the CCG to take full 
confidence that this additional information has 
genuinely driven the decision-making.  

 Having reviewed a number of the pieces of research 
and attended 47 of the focus groups and workshops, 
to our best knowledge the company has been 
objective in its interpretation of the findings and the 
insight database is a good reflection of the high-level 
evidence so far.  

 However, not all insight has yet been included in the 
database. For example, the feedback from Water 
Resource Management Plan consultation responses 
and the full affordability results were, at the time of 
writing, not in the stakeholder database. We have 

also made a challenge to the company to clarify 
which pieces of research are referred to in the ‘Data 
Source’ column of the insight database so we can 
check what is included.  

 The CCG Research Methodology Sub-Group has, to 
varying degrees inputted into the development of the 
majority of bespoke research in this insight hub. We 
have had a particular focus on improving the 
methodology (sample design, time spent with HH and 
NHH customers, pre-tasking) to ensure that: 
questions are not leading; that they are appropriately 
framed with comparative information as appropriate; 
and that customers have sufficient information to 
make reasoned or informed decisions. We have had 
less visibility as to how information would be used in 
practice as part of this process.  

 The company has also not yet properly analysed its 
research and taken more granular insight from it. Our 
experience from the Consumer Vulnerability Sub-
Group is that the company currently lacks sufficient 
and senior customer insight expertise to perform this 
task. SEW’s board has agreed to develop a new 
Customer Insights Team to address this gap. This is 
a positive direction of travel. So insight used is 
predominantly face-value findings. 

 Research findings have mostly been shared with the 
CCG in the form of high-level presentations. As a 
CCG, given the time challenges, we have not been 
able to drill down into the detail (for example the 
quant analysis). We also have no evidence that SEW 
has considered the detail, though the insight 
spreadsheet indicates this has occurred where there 
are exceptions.  

 SEW shared the development of its wider 
triangulation process with the CCG. We challenged 
the company to take us through a single consumer 

issue to demonstrate how it will and has made trade-
offs between different evidence, and how any trade-
off process will be applied in practice. SEW told us 
that it did not believe there were any substantive 
tensions. We cannot therefore give a view on how 
trade-offs have been made. 

 The CCG raised concerns that because the insight 
database had been populated at the end of the 
process, and due to the back-ended nature of SEW’s 
engagement programme, that there was no incentive 
for SEW to look for tensions that it would not have 
time to consider or resolve. Also the CCG felt there 
was a risk, therefore, of evidence being fitted to the 
proposals rather than truly driving them.  

 SEW considered the wider strategic context when 
making its decisions. This was particularly evident 
with regards to water resources and resilience 
(demonstrated via the business plan appendices, 
EFG and WRMP) and has taken steps to horizon 
scan to inform its approach to customers in 
vulnerable situations. However, as we highlight in the 
chapter on affordability, while SEW’s research on bill 
profiling is welcome, more work needs to be 
undertaken in that area in particular. 

 The company has carried out a wide range of 
impressionistic research to explore with customers 
their preferences for future service levels for water 
resources and resilience. It has also started to 
explore future influences with regards to consumer 
vulnerability. However, there is an open challenge to 
the company to explain how it has balanced current 
and longer-term issues (CL179). 
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Core elements of research  

The CCG has reviewed to varying degrees the two key 
programmes of research that inform SEW’s business 
plan: 

1) Acceptability testing of the plan including affordability; 

2) Willingness to pay (detailed review on Accent 
research – little review on Supercharge approach). 

Acceptability testing 

The following comments are based on a review of the final 
slide deck provided to CCG by SEW. 

Positives 
The company’s acceptability testing was a thorough, 
extensive, multi-faceted, multi-mode study that is of 
sufficient design quality and rigour to assure useable and 
reliable outtakes for the SEW business plan. The design 
meets CCWater Guidance.  

The CCG expressed concerns about the considerable 
survey content (affordability, acceptability, brand value 
association), and questioned whether people were really 
able to give an adequately informed view on the factors 
that matter for the business plan, given the technical and 
content complexity. 

These worries were offset to a certain degree by cognitive 
testing, piloting and in-home off-tablet personal 
interviewing. Also the use of qualitative interviews to 
inform the development of the survey, and open-ended 
questions in the survey for customers to develop their 
responses. In the event, just over half of those questioned 
found all or most of the questions easy to understand and 
answer – only one in twenty self-reported difficulty 
understanding and answering a lot of this survey. The 
survey did positively impact on people’s and firms’ 

perceptions of water, future issues and costs, and to a 
lesser degree about SEW. 

Areas for development 
There has been insufficient mining of the data and it 
appears that only the headlines and key statistics have 
been used for the business plan. There is no analysis of 
the HH data by vulnerability characteristics (despite 56% 
of survey respondents having at least one of these 
features), and no bespoke analysis has been conducted 
on the data, for example to seek to explain the 
relationship between affordability and acceptability. It is 
worth noting that over half the respondents in the HH 
survey gave estimated costs of their water bill, yet no 
attempt has been made to see if this impacts on 
perceived affordability. 

Methodology and sample coverage 

 There was sufficient coverage of both HH and NHH 
populations to draw reasonable conclusions at the 
top level; 

 In-home data collection to cover non-digital (and 
potentially more vulnerable) is sufficient, and it is 
good to have mixed-mode methodology;  

 It is not stated how many NHH customers elected for 
interviewer-assisted or self-completion online. We do 
not know whether mode affects outcome; 

 Cognitive testing and piloting was helpful to check 
that the surveys might work (concerns over technical 
complexity; language and comprehension); 

 Splitting the coverage by flat bill; -3% bill, and HH and 
NHH also gives depth of testing, especially for HH 
customers. The sample size for NHH customers is 
sufficient at the top level but inadequate within and 
below that. For example, few sole traders (7) 

responded, and the weighting of NHH data is 
significant by size of firm (far more firms with 4-49 
employees responded) and to a lesser degree by 
large water bill size. It is just about sufficient (>100) 
for flat and minus % comparisons; 

 The profiling of HH customers by vulnerability factors 
is consistent with previous research, but see note 
under reporting below; 

 The segment profiling is out on four of the six 
segments (only Mindful Optimists and Living for 
Today are in line with segment size data). The 
weighting does not re-balance this (except Busy 
Jugglers being weighted down from 15% to 13% and 
nearly aligning), but segment was not a weighting 
factor. 

Reporting 

Household and non-household customers do not quite 
see SEW in the same way, despite the report saying that 
they show similar scores (only by rank order of mean 
scores). More NHH customers think SEW is more a ‘fair’ 
company; and more HH customers believe SEW is more 
a ‘caring’ company: 

 One in three HH customers do not know about 
SEW’s green credentials. This analysis is not taken 
forward into the insight read out; 

 There is segment analysis given for brand 
perceptions, but no insight extracted to reflect upon 
what SEW might do as a consequence; 

 The base sizes for reasons why the bill is 
unacceptable are low overall (112) and lower still for 
flat bill and minus 3% bills. These can only be 
reported, as has been done, at the top level, but 
could have been analysed at an aggregated level (for 
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example, three broader income bands rather than 
11). It was surprising that none of this data had been 
analysed by whether it was likely that a 
customer/respondent was in any way potentially 
vulnerable or not. This could have provided a more 
meaningful discourse around affordability at least; 

 Neither is there any attempt to analyse the data 
beyond the standard approach of cross-tabulating all 
questions by key characteristics demographic data – 
age, SEG, tenure and income;  

 Household size and presence/absence of children 
might have been useful to include (and were asked). 

Acceptability of the business plan 

Levels of unacceptability are uniformly low in both HH and 
NHH surveys. Levels of total (‘perfect’) acceptance are 
not high, but acceptance as a whole is. Once respondents 
go through the detailed survey about performance 
commitments (PCs), then levels of unacceptability drop 
further, and acceptability rises overall, but not at the top 
end of the scale for HH customers. Given the amount of 
information that respondents were given, and the prior low 
levels of unacceptability, it seems that this does make a 
small difference. 

Willingness to pay, quantitative 
research  

SEW carried out two main pieces of quantitative research 
for PR19: 

 Accent/PJM traditional willingness to pay (WTP) 
research (HH and NHH);  

 Supercharge slider research (HH only). 

Accent/PJM traditional WTP research 

The Accent/PJM WTP are maximum WTP figures. The 
survey covered both households and non-households. For 
the household survey, a combination of three fieldwork 
methods were used (online, telephone and face to face) 
and resulted in 1,114 results. For the non-household 
survey, a total of 200 CATI interviews were completed. 

Exercise 1 consisted of a ranking exercise where each of 
the service areas was expressed as a service issue 
affecting customer properties. Participants were asked to 
select the service issues that would have the most impact 
on them if it happened at their home, and which would 
have the least impact. 

 

Exercises 2 (Water Use) and 3 (Environmental Issues) 
were discrete-choice experiments that allowed different 
levels of service to be shown for each of the service 
measures included.  

The rationale of having the different approach for different 
exercises was that the attributes included in the first 
exercise all related to a type of service failure that could 
be experienced at the customer’s property. 
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Accent WTP – CCG overall assessment 

This is a well-developed, technically-sound, complex 
study well delivered by the contractors that should provide 
reliable WTP estimates that can be factored into the CBA 
for the business plan. Consumers helped develop the 
instrument, and there was good and effective engagement 
with the CCG. There are a number of learning points 
noted below, none of which materially impact on the 
quality of the outputs. 

Positives 

There has been considerable dialogue between the CCG, 
SEW representatives, and the contractors, as to how this 
programme was developed and delivered. This resulted in 
a thorough, detailed and well-established approach, 
meeting UKWIR 2011 guidelines but more importantly 
being developed to meet OFWAT’s Water 2020 
consultation outcomes. The enhanced survey and 
effective Stated Preference construction (developed after 
testing with customers) should have yielded reliable 
findings at the top level.  

As was reported by the contractor (and endorsed by the 
CCG), confidence in the findings can be gained from the 
fact that the survey instrument was fully tested by 
cognitive and pilot tests, and was found to be meaningful 
and understandable. This was demonstrated by: customer 
self-reported perceptions that they understood all the 
elements of the survey and that they felt able to make 
choices between realistic options; and from the report of 
the analysis stating that WTP varied plausible across 
segments, and with respect to priorities for improvement. 

More than 90% of participants said they generally felt able 
to make comparisons between the options presented to 
them; between 8% and 13% self-reported that they found 
some of the options hard to understand (but we do not 

know which ones), and between 6% and 11% felt that 
something they were asked seemed unrealistic (but again 
we do not know which things they were, or what impact 
any of this uncertainty would have had). Some 62% of the 
sample gave the survey a score of 7 or more out of 10 for 
enjoyment.  

Negatives 

There was an absence of critical evaluation of the 
programme and the findings. This would have been 
especially important for the CCG, many of whose 
members do not possess the same level of technical 
understanding of the implications of a complex 
methodology and approach. The programme of qualitative 
testing makes no mention of the key findings and insight 
points. Qualitative research has suggested that ‘single 
source of supply’ is not well understood by consumers. 

The CCG view is that some of the service measures 
included a lack of effective context. For example, hectares 
of land as a unit of measure of partnership working with 
landowners, although related to ‘football pitches’, does not 
have a comparative position in relation to total available 
hectarage. It might sound like a lot of pitches and 
therefore be thought to be ‘big’ but it probably is not.  

Probabilistic-based measures (rota cuts and/or 
standpipes, and temporary use bans) – such as chance 
per year expressed as one in 100 years or lower – were 
thought to be hard for consumers to understand, and this 
was borne out in qualitative research.  

The average interview length was an acceptable 18 
minutes for online, but significantly greater for telephone 
and face-to-face interviews (38 and 41 minutes 
respectively). There is no analysis of whether telephone, 
in particular, was an effective means of conducting such a 
complex survey, or of how the instrument was presented 
to consumers via this channel (except on page 41 in 

Annex A – Questionnaire – where it states that 
smartphone users could switch between desktop and 
mobile mode).  

The sample coverage of attitudinal segments is out of line 
quite significantly, but there is no impact assessment of 
this or reweighting of the data (which is presumably 
managed through more traditional methods of age, 
gender, SEG). 

Methodology and sample coverage 

On balance this is a well-established methodology utilising 
online, telephone and face-to-face recruitment methods. 
The survey instrument was enhanced in this programme 
to simplify the presentation to improve customer salience. 
On CCG request, comparative performance information 
was also added to the descriptions of service measures.  

Discrete-choice experiment questions were used, grouped 
into three lower level exercises (for example one exercise 
grouped discoloured water with taste and smell not ideal 
and >3 hour service interruptions) and a package exercise 
which comprised three service package attributes plus the 
bill impact, and consisted of five choice sets per person. 
The design included levels for the attribute blocks as a 
whole, plus the bill, rather than allowing each of the 
service measures within each block to independently 
vary. The overall sample size achieved was sufficient to 
enable robust analysis and reporting of the data. 

Key finding 

Accent’s overall finding from this research is somewhat 
counter-intuitive as it concludes that customers are 
opposed to bill reductions – the seeming assumption is 
that cuts in bills would mean reduced service or some 
other deterioration, or there is a lack of trust in a bill 
reduction proposition. 
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Supercharge slider research 

The CCG  did not have time to review this approach. SEW 
commissioned Supercharge to design a slider tool. In this 
piece of research customers were presented with a slider 
for each service area, and were asked to slide up or 
down, depending on how much extra service 
improvement they would like to see.  

For each point on the slider, customers were shown what 
level of service improvement they would get and also how 
much this would cost in terms of their own bill impact. This 
means we have a customer valuation for this point on the 
slider, which is directly related to the costs of delivering it. 
This result should not be interpreted as customers’ 
maximum WTP.  

The majority of this research was conducted online, with 
some also being carried out face to face in hall tests. In 
total there were 1,306 results for households only.  

                                                 
14 https://www.ccwater.org.uk/wp-content/uploads/2017/07/Improving-
willingness-to-pay-research-in-the-water-sector.pdf 

Triangulation 

The CCG does not have the expertise to comment on the 
detail of the triangulation process in relation to the setting 
of performance commitments (PCs) and Outcome 
Delivery Incentives (ODIs).  

We consequently challenged the company to have its 
triangulation approach independently assured. The 
company responded by saying that the insight database 
was developed by an independent third party and that it 
would look to ensure that the database was incorporated 
into its annual assurance activities to ensure it remained 
robust and fit for purpose.  

SEW has told us it has taken on board good practice 
guidelines from UKWIR and CCWater14 on improving 
willingness-to-pay research and triangulation. We have 
seen some improvements in WTP research. CCWater is a 
member of our Research Methodology Sub-Group and 
has not raised any concerns.

Frontier Economics 

SEW commissioned Frontier Economics to develop a 
process to assess its quantitative research for household 
customers so that it could be used to set performance 
commitments (PCs) and outcome delivery incentives 
(ODIs).  

They identified four assessment criteria: 

 Statistical validity – an assessment of how statistically 
valid the research is, mainly in terms of sample size 
and representativeness of the sample population; 

 Cognitive validity – an assessment of the cognitive 
validity of the research, taking into account whether 
any cognitive pilots were run and how customers 
have interpreted the questions; 

 Research approach – the quality of the research 
approach, reflecting how well respected the approach 
generally is and whether the approach has been peer 
reviewed; 

 Fieldwork approach – which looks at which 
approaches were used and how this affected the 
quality. 

Frontier Economics also analysed data relating to supply 
interruptions, appearance of tap water and taste/odour of 
tap water. In its own words: “Having carried out this 
assessment, we also applied a qualitative cross-check to 
our results, based on our contact data analysis. The 
results from that analysis suggested that the impact on 
customers of supply interruptions, discoloured water, and 
taste/odour incidents was broadly similar. We therefore
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reviewed whether the valuations we have for those three 
PCs was broadly similar. Our review of the valuations in 
the table shown below shows this is broadly true. This 
therefore suggested that no further adjustments were 
needed, based on this cross-check.” 

The CCG was told that following this assessment the 
weighting of the Accent/PJM survey to Supercharge 
survey would be 66% to 33.3%. A note to explain the 
weighting was provided, although we did not discuss the 
rationale of this in detail. See the table to the right for the 
final WTP scores. 

 

 

 

 

ICS research 

Following the Frontier Economics assessment, SEW 
carried out further research with ICS on WTP for water 
resources options. While we do not have sight of the final 
ICS report, our observations of the qualitative testing 
indicated there were higher levels of cognition than for the 
Accent report. At the time of writing we are unclear why 
this information is not part of the triangulation process. On 
first view, it appears to show notable lower willingness to 
pay on leakage. The findings found (see table to the 
right): 

We’d encourage Ofwat to probe further on how SEW has 
made its trade-offs and its triangulation approach. We 
struggle to believe that there aren’t any tensions. For 
example, research gives a mixed picture on affordability.  

 

Performance commitment Unit of measure 
Average 
point on 

slider

Super-
charge 

valuation
Accent  

WTP 
Combined 
valuation 

Taste and smell Contacts per 10,000 customers per year 24.2 £2.24 £0.12 £0.83 

Vulnerability – non-financial Number of customers on our priority 
services register 35.3 £0.04 NA NA 

Partnering with landowners Ha of land included in partnership working 34.5 £0.94 £1.12 £1.06 

Carbon emissions and 
energy use kgC02e/ML 40.2 £0.67 £1.75 £1.39 

Protecting wildlife 
biodiversity Ha of land improved to enhance biodiversity 48.1 £0.34 £4.58 £3.17 

Leakage Percentage of water lost 36.9 £3.77 £5.70 £5.06 

Water use per person Litres per person per day 24.5 £0.94 £1.35 £1.21 

Water supply interruptions Average minutes over 3 hours 20 £2.44 £0.03 £0.83 

Discoloured water Contacts per 10,000 customers per year 22.1 £1.08 £0.19 £0.48 

 £12.46 £14.84 £14.03 

 

 High level of support for various plan options 

Resilience – move from 1:100 to  
1:200 reference level 

 

2020-25  c. £1 pa 

2025-30  c. £5 pa 

 

Resilience reference level of 1:200  
& leakage reduced by 15% 

 

2020-25  c. £2 pa 

2025-30  c. £9 pa 

 

Resilience reference level of 1:200, 
leakage reduced by 15% & more 

ambitious PPC 

2020-25  c. £0.70p pa 

2025-30  c. £7.70 pa 
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Criteria 6: Openness and transparency          Score 7.5/10 

 
Our assessment criteria  

 To what extent did the company seek and take on 
board feedback in the design and delivery of 
engagement from:  

o External experts?  

o Customers e.g. cognitive testing? 

o The CCG?  

o Other stakeholders, e.g. staff/EFG? 

 Has the CCG had full access to individuals and 
the information it needs? 

 As appropriate, has the company shared both 
good and bad information with the CCG, 
customers and stakeholders?

 

 Does the company make performance information 
easy to find and understand even when it may not 
show the company in the best light? 

 Is the company transparent and open in line with 
Ofwat’s ‘reform agenda’ decisions? 

 Has the company been transparent about its 
decisions and relative performance, feeding back 
about how its views have or have not made a 
difference, as well as soliciting feedback from 
customers and stakeholders? 
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Introduction 

Ofwat wants water companies “to build confidence with 
customers and wider society”.15 Companies behaving in 
an open and transparent manner is key to achieving this. 
This is particularly the case as SEW’s responsible 
business research has highlighted the increasing 
importance of authenticity. In addition, Ofwat’s Good 
Engagement Principle 4 states: “It is the company’s 
responsibility to engage with customers and to 
demonstrate that they have done it well.” 

Commentary 

The CCG makes the following key points: 

 SEW has been very receptive to CCG challenge. Of 
the 190 challenges made, 154 have been responded 
to and the rest are still in process; 

 We’ve had full access to SEW staff including the non-
executive directors. The CCG Chair has met one to 
one with members of the board, presented at three 
board meetings since April 2018, and board members 
also attend our CCG and sub-group meetings by 
invitation; 

 We have also had one-to-one access to the 
company’s consultants and, in response to CCG 
request, research providers such as Accent and 
Brand Edge presented directly to the CCG without a 
South East Water ‘filter’; 

 There is a strong link between the customer and 
stakeholder priorities that we’ve heard and seen and 
the proposals in this business plan. The company has 
been genuinely listening to and sought views from its 
customers and stakeholders – including its most 

                                                 
15 https://www.ofwat.gov.uk/about-us/vision/ 

vulnerable, and should be praised, in particular for its 
responsible business strategy; 

 The company has drawn on the views of a range of 
experts and independent auditors including Frontier 
Economics, Jacobs and the British Standards 
Institute; 

 Following challenge, SEW has started to build on its 
ongoing engagement with its staff, to ensure they are 
involved in the business plan development e.g. co-
creation of the vulnerability strategy and the 
responsible business strategy – treating them as key 
stakeholders; 

 The company’s performance information is easy to 
find. We’ve had some discussions and a formal 
challenge around this around this related to the 
language used to describe PCs in the deadband 
range and those that are behind target for a measure 
that is not expected to be met until the end of the 
AMP; and the colours that should be used (red, 
orange, green) for those not on track; 

 However, the company has not always been good at 
communicating with the CCG, and it is this in 
particular that has brought this score down. We have 
discussed this with SEW and going forward we will 
agree terms of engagement between the company 
and the CCG to ensure expectations on ‘information 
flow’ are clear and met on both sides; 

 There is scope for improvements on transparency 
when engaging with customers, e.g. making clear 
what is statutory for the company to do, and what is 
added value that the company is choosing to do over 

and above minimum standards. SEW also does not 
publish its EFG minutes, for example; 

 We discussed with SEW about how it reported the 
ODIs. Our view is reporting the level of ambition from 
a baseline of 2017/18, while arguably a more reliable 
baseline, does not feel in the spirit of transparency. 
We encouraged the company to show its 
performance in relation to 2019/20 as well. SEW 
included this additional information in its Appendix 2; 

 However, alongside that the company was very clear 
that it wanted to ensure it got the right comparative 
information in the WTP research and tested a range 
of different ways to show this to ensure it was 
scrupulously clear. It also responded to CCG 
challenge to reveal the cross-subsidy at both the 
beginning and the end of the social tariff research; 

 The company recognises that customers are unlikely 
to read the business plan and so says it has 
developed a range of communication channels to 
encourage people to get involved in the ongoing 
development of the plan, including clear website 
content, social media messaging, video summary of 
the plan, open days, employee briefings and plans to 
invite stakeholders to further workshops to discuss 
the plan post-business plan submission; 

 However, a significant open challenge is how 
(beyond its statutory obligations around feeding back 
to customers regarding the WRMP) the company will 
communicate to those individuals involved in the 
engagement process how their views have influenced 
the plan (CL134). 
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Criteria 7: Ongoing and embedded engagement         Score 7/10 

 
Introduction and assessment criteria 

Ofwat’s Principle 3 states: “Engagement should not simply take place at price reviews. Engagement means understanding what customers want and responding to that in plans and ongoing 
delivery.” 

We have reviewed the extent to which SEW’s engagement is ongoing and have assessed the company against the Corporate Culture engagement maturity model (see table below) presented 
at one of the CCG Chairs’ meetings16. On balance, we have placed SEW in the ‘Making Progress’ category – though the company has aspects of both ‘Leading’ and ‘Starting-up’ where it is 
weak, e.g. SEW does not yet have a participation strategy. This score reflects the progress the company has made over the last year and a half and proposals for the future. 
 

Evidence of Starting up Making progress Leading 

Commitment Evidence of commitment to act Evidence of willingness to share Evidence of willingness to lead inside and outside of 
the sector 

Planning Evidence of customer participation strategy and 
evidence of alignment to business strategy, plans and 
objectives 

Evidence of drawing on good practice from outside 
the water sector 

Evidence that customer participation is seen as a key 
strategy for short, medium and long-term success 

Evidence that customer participation is embedded in 
the business 

Delivery Evidence of pilots 
Evidence of learning from pilots 

Evidence of action across all four elements – futures, 
actions, communities and experience 

Evidence of predicting and anticipating consumer 
needs. Evidence of innovation in its delivery 

Results Evidence of measurement framework including 
baselining customer engagement 

Evidence of participation at scale and of an increase 
in customer participation over time 

Evidence that customer participation is significantly 
contributing to business results 

 

 

                                                 
16 https://www.ofwat.gov.uk/publication/tapped-in-from-passive-customer-to-active-participant/ 
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Key challenges 

 SEW to explore the potential to use its research 
activity to create enduring engagement communities. 
Follow up query - How does the Company maintain 
the engagement with its customers following research 
activity? - this is currently a gap and would be useful 
to have a summary (CL32) -Open; 

 Company to consider how it can better embed 
customer engagement not just in the service side of 
their business but more widely e.g. on WRMP (CL64).  

 SEW to demonstrate how it will feedback to individual 
customers how their views are reflected in the final 
business plan (CL134) – Open; 

 SEW to explore where joint working with 
neighbouring water companies could improve 
ongoing engagement and research – reducing costs 
and enabling greater participation of third sector 
organisations working with SEW (CL135) – Open; 

 SEW to explore if different attitudinal segments have 
a communication channel preference (CL196) – 
Open. 

Commitment to act 

SEW continues to embed customer and stakeholder 
engagement in its organisation. It has shown strong 
‘commitment to act’. In PR14 it introduced what were at 
the time pioneering customer satisfaction performance 
measures. As the CCG has noted in its annual reports, 
these stretching measures have genuinely helped to put 
customers more at the heart of the business. Alongside 
this, the company created a new vision “to be the water 
company people want to be supplied by and want to work 
for” and a new brand “pure know h2ow”. 

In addition, SEW introduced a range of training for staff 
including behavioural and customer satisfaction training, 
e.g. introducing ‘five out of five’ customer satisfaction; 
behavioural training for managers; customer satisfaction 
staff roadshows; developing a talent management 
programme and increased Investors in People (IIP) 
recognition; and enhanced activities and promotional work 
at both community and industry level. 

The company’s proposals for 2020-25 build on this. Its 
values-based customer segmentation has the potential to 
move beyond notions of an average customer, to more 
tailored communications and services. Its partnerships 
and behavioural innovation tool boxes are expected to 
prompt a step change in these areas and encourage the 
company to look beyond its boundaries. 

SEW also set up a customer satisfaction steering group 
that monitored satisfaction across the measures on a 
monthly basis and runs initiatives and process changes to 
improve satisfaction. 

SEW continues to expand the ways it is working with 
other water companies. For example it has worked with 
Southern Water to explore aligning their social tariffs; it is 
a lead member on Water Resources South East. 
Following challenge, staff members are increasingly 
speaking at external events and applying for awards to 
share their learning, e.g. such as their behavioural 
approach to water efficiency – Advizzo. 

The CCG has challenged the company to lead on 
financial vulnerability among the water companies in the 
region, given that it manages the billing and debt 
collection for both Southern Water and Thames Water 
already and so is well placed to take a lead role in this 
area. 

SEW’s board has also undergone a programme of 
engagement activities, recruited a new non-executive 
director with a customer service background, and has 
shown a keen interest in the CCG’s activities. There is a 
board commitment to move away from stop-start 
engagement around the business plan to more embedded 
participation of customers, stakeholders and communities. 
This is all very welcome. 
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Planning and foundations

South East Water has been on a journey to build stronger 
engagement foundations over the last year in particular. In 
response to CCG challenge SEW has: 

 Started to map its stakeholders and think more 
strategically about who it needs engagement with, 
when, and how;  

 Developed an ‘insight database’ with customer 
research and findings, which is expected to evolve 
into an interrogable organisation-wide ‘insight hub’; 

 Started to map and better understand its customers 
across the region – including those with additional 
needs and on low incomes; 

 Started to more proactively horizon scan to identify 
good and best practice; 

 Undertook a stakeholder perceptions audit. 

Going forward, the SEW board has committed to: 

 SEW co-creating its engagement/participation 
strategy with customers and stakeholders in the 
coming months; 

 Develop a new customer insight function, to help the 
company transition towards being a more consumer-
centric data-orientated business;  

 

Set up an interactive mapping tool for vulnerability, 
which maps not just customers with additional needs 
but also potential key partners. This is excitingly 
innovative; 

 Introduce a new stakeholder manager function. 

In addition, proposals for its innovation tool boxes, if 
embedded across the business should encourage SEW to 
look increasingly beyond its own boundaries. 
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Delivery and results

Since PR14 SEW has been increasing its engagement 
with customers, with a range of initiatives having taken 
place including minimising complaints, promoting water 
efficiency, experimenting with more social media and 
deliberately trying to build more two-way relationships. 
There is evidence of piloting. This includes: 

 Piloting different types of magazine to see which is 
the most effective in improving satisfaction; 

 Advizzo behavioral insights water reports which have 
achieved around 2% water savings; 

 A leakage campaign pilot;  

 Open days at treatment works; 

 Using a booster sample on satisfaction surveys and 
forms of direct engagement such as drop-in sessions 
to capture lessons learned from incidents and events; 

 Multiple new channels developed, including an 
interactive map to keep customers updated when 
something goes wrong with their water supply, 
greater online account management capability. 

The company’s satisfaction measures are driving a more 
consumer-centric business and the organisation is now 
routinely engaging with its local communities. SEW should 
be commended for its responsible business strategy and 
co-creation of its vulnerability strategy where it is starting 
to explore how it can work with stakeholders to deliver 
solutions. 

Going forward it plans to:  

 Roll out a series of innovative ‘creative foresight’ 
workshops as part of its responsible business 
strategy;  

 Continue to co-create its vulnerability strategy; 

 Continue its shared ‘Know h2ow’ approach to ensure 
wider customer participation and ongoing 
engagement; 

 Explore piloting an online community or some kind of 
community hub to enable the company to keep in 
touch with customers who have been engaged with 
research; 

 Explore setting up an online panel and ask all 
research respondents if they would like to join.  

Some horizon scanning has been undertaken, but we 
have no evidence as yet (beyond work on vulnerability) of 
the company taking steps to ‘predict and anticipate’ 
customer needs. SEW will be well placed with its 
attitudinal segmentation, however, to deliver a range of 
tailored services and communications.  

The company has been increasing its transparency by: 

 Making performance information more accessible and 
visible; 

 Moving towards ‘engaging out loud’ as a business-as-
usual approach – this means all engagement 
learnings are shared and we can publish most of the 
materials we view as a CCG on the website; 

 The introduction of Recite Me to make its website 
more accessible. 

There has been increased monitoring of impact, review, 
and improvements made, but engagement assessment 
isn’t routinely built into engagement across the 
organisation. Though, the company routinely carries out 
lessons learned after ‘incidents’, e.g. such as the March 
2018 'freeze-thaw' incident, including 
communication/engagement reviews.  

SEW proposed a ‘Tell Me Simply’ campaign for its staff 
working with customers in vulnerable situations. Given 
stakeholder feedback, we strongly recommended the 
company adopt a ‘design for all’ approach organisation-
wide and we are pleased the board has committed to 
doing so. 

There is evidence that customer participation is delivering 
to the business but this is still in its infancy. 

With its performance commitments, the company is 
incentivised to continue to embed engagement. Alongside 
its innovative customer satisfaction performance 
measures it now has a number of PCs that involve 
working with stakeholders, e.g. working with abstractors 
and landowners to protect the environment. Its water 
efficiency and leakage targets will require consumer 
behavioural approaches and community engagement if 
they are to be met.  
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PART 3: OUTCOMES, PERFORMANCE COMMITMENTS AND ODIs 
 

Introduction 

Water companies are expected to deliver material 
improvements in performance, particularly in those areas 
that are most important to customers and society.  

In their business plans companies must outline: 

 Which areas they will improve in 2020-25 e.g. reliable 
water supply (outcomes);  

 How they will measure their outcomes e.g. number of 
supply interruptions (measures);  

 The service targets they hope to achieve 
(‘performance commitments’, or PCs); 

 The incentive they propose to be put in place to 
encourage them to perform (outcome delivery 
incentives’ or ODIs). ODIs can be financial 
(outperformance payments/rewards, or 
underperformance payments/penalties) or 
reputational only; 

 How they will communicate their targets and 
performance clearly and simply.  

Ofwat has introduced seven common performance 
measures which all water-only companies must have. In 
addition, companies must have bespoke measures (ones 
they can select from a list of pre-defined performance 
commitments or they define themselves) in the following 
areas: vulnerability; environment; resilience; and 
Abstraction Incentive Mechanism. 

Scope  

In line with Ofwat’s Aide Memoir, in this section we give a 
view on: 

 The quality of the company’s engagement around 
outcomes, performance commitments and ODIs – 
including the extent to which they reflect customer 
and stakeholder priorities and views; 

 By exception, an overview of any issues raised 
regarding the setting of the outcomes, performance 
commitments and ODIs, including regarding how 
stretching they are. More detail on the discussions 
around these are in the chapters below.  

CCG role 

Ofwat states: “Evidence from customers should influence 
many aspects of a company’s plan including, but not 
necessarily limited to: company proposals on outcomes; 
performance commitments; outcome delivery incentives 
(ODIs); affordability; vulnerability; cost adjustment claims 
and the profiling of bills over time.” CCGs are expected to: 

 Challenge companies on their approaches to setting 
performance commitments and ODIs, including how 
well they reflect customers views and how stretching 
they are;  

 Provide assurance that the company has engaged 
with its customers and explained how they have 
balanced these factors when setting their 
performance commitment levels using multiple data 
sources;  

 Provide assurance for any customer evidence why in-
period ODIs are justified; 

 Challenge companies on how well their proposed 
outperformance and underperformance payment 
rates reflect a suitable wide range of evidence on 
their customers preferences;  

 Challenge companies on their forecasts for 2019-20 
as well as their performance commitment levels; 

 Comment and challenge on the Abstraction Incentive 
Mechanism incentive;  

 Challenge companies to explain how they will 
disseminate their performance information during the 
2020-2025 period related to performance 
commitments; 

 Scrutinise and challenge customer support for the 
overall range of possible bill impacts from ODIs 
(referred to as the RoRE range in the PR19 
methodology). 
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CCG assurance activity related to 
outcomes and ODIs 

 4 special meetings on outcomes 

 1 dedicated Consumer Vulnerability Sub-Group 
meeting focused on the bespoke vulnerability and 
affordability performance commitments 

 2 EFG meetings observed 

 1 independent survey of EFG members 

 Reviewed research on ODIs, RoRE as well as draft 
Water Resources Management Plan responses 

A number of special meetings on outcomes were 
organised, which were fully supported by SEW. The CCG 
was keen to have the additional focus on this area due to 
Ofwat’s CCG requirements outlined above and to enable 
a basic level of scrutiny of the relatively high number of 
SEW performance commitments. A teach-in session was 
held (December 2017) to ensure all members had a good 
understanding of the regulatory framework and Ofwat 
expectations and this was followed by three, day-long 
meetings where a smaller core of six to eight CCG 
members including the Environment Agency and 
CCWater attended. These covered: Outcomes (April 
2018); the company’s proposed approach to setting PCs 
and ODIs including definitions (early June 2018); and a 
final session on PC levels and ODI rates (late June 2018). 
Comments were also received in advance of the meeting 
on proposals from Natural England and Citizens Advice.

Sub-groups 

The Research Methodology Sub-Group inputted into and 
reviewed the high-level findings of the Accent willingness-
to-pay research (see p.53). In addition it reviewed: the 
design of the bill profile, ODI research and the 
vulnerability baselining. The CCG chair also reviewed the 
consultation responses to the WRMP on leakage and 
PCC expectations on levels of performance.  

We also held a half-day Consumer Vulnerability Sub-
Group session in June 2018 specifically on the proposed 
vulnerability and affordability outcomes and performance 
commitments – with a short dedicated session on the 
carbon performance commitment, as this had been an 
area of disagreement. 

Environmental Focus Group 

SEW presented twice to the Environmental Focus Group 
on performance commitments. The first time to seek 
views on the outcome definitions and the second time, 
following CCG challenge, to seek views on the related 
performance commitment ODIs. The Chair observed both 
of these sessions. We also developed, with our research 
methodology experts, a survey so members of the 
company’s Environmental Focus Group could 
independently give their impression on how well they had 
been engaged with and listened to on the PCs. 

Limitations 

We did not see all the final ODIs altogether until Friday 
August 24 when the final outcomes appendix was shared 
(all 178 pages). At our June meeting six outcomes, 
including AIM, and a significant number of incentive rates 
were not finalised. However, the range of potential 
underperformance and outperformance payments was 
explained and the process. A significant number of 
performance commitments were also improved in August 
following CCG challenge and stakeholder feedback. While 
we used best endeavours we do not feel comfortable that 
we have been able to scrutinise the package of ODIs ‘in 
the round’ as much as we would have liked.Whilst the 
draft total ODI range was presented there was not the 
opportunity to review their collective impact and use in the 
final business plan proposals. In future SEW needs to 
build time into its engagement programme to enable this 
to happen. This is a lesson learned. 
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SEW’s approach 

South East Water has proposed 35 performance 
commitments for 2020-25. This is an increase compared 
to 2014, where it had 25 (the step change is due to its 
segmented customer satisfaction measures and new 
vulnerability and environmental measures). Alongside 
these PCs is a wider framework of responsible business 
key performance indicators (KPIs).  

We suspect this is the largest number of PCs of any 
water-only company and potentially comparable to a 
water and sewerage company. This seems to be driven 
by a mindset of ‘what gets measured gets done’ in an 
organisation that has, as illustrated by Ofwat’s award of 
self-assured status, a strong focus on assurance. The 
company also stated that “it was important to us that our 
promises are backed up with incentives”. As a CCG we 
recognise that there is value in the plan holding the 
company to account for all areas of significant investment 
and those areas which are a customer priorities.

Impact on customer bills 

 If the company were to meet all of its performance 
targets, the average household bill would increase by 
1.8% or £3.60 per annum for 2020-25 and the 
company would receive £20m in overpayments. 

 If the company were to fail all its targets, average 
household bills would go down by up to 7.4% or 
£15.10 per annum for 2020-25 and the company 
would incur a penalty of £85m. 

Range of performance commitments 

 SEW’s performance commitments reportedly reflect a 
“2%-543% improvement in the service levels” based 
on a 2017/18 baseline. We have not had time to 
confirm these figures or scrutinise on what basis they 
are calculated. The equivalent increase from 2019/20 
is reportedly 0% to 300%. 

 If SEW makes no improvements in service compared 
to 2017/18 the company reports it would face 
underperformance payments of £35.7m over the five-
year period – meaning customers would get this 
money back. The equivalent calculation for the period 
2015 to 2020 would reportedly have led to a possible 
underperformance payment of £7.6m. The company 
argues this demonstrates the step change in 
incentive. 
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CCG commentary – SEW’s approach 

 

 

Outcomes and measures 

Having reviewed the engagement findings (both the 
insight spreadsheets and consultants’ reports) and 
observed numerous qualitative sessions, the CCG is 
assured that the outcomes selected strongly reflect 
customer and society’s priorities. 

However, the company did not build in customer or 
stakeholder engagement around the outcome design. 
Instead it built its outcomes from a collection of customer 
priorities. 

Following challenge, SEW consulted its Environmental 
Focus Group on the environmental and resilience 
outcomes and measures that underpinned them. The 
session, while rushed, was productive and there were 
good levels of engagement and understanding. A number 
of changes were made to the measures as a result. These 
included detail of the activities supporting catchment 
management and the engaging with abstractors. 

The company had intended to test its vulnerability 
outcomes and measures as part of its vulnerability co-
creation workshops, but there was insufficient time for this 
to be carried out properly in practice as the session 
focused on types of service offerings for different 
segments of vulnerability. While this was helpful in 
designing the outcomes, only one piece of feedback was 
garnered relevant to vulnerability performance 
commitments – namely, that groups preferred the 
proposed vulnerability performance measure (number of 
customers on the PSR) rather than a target based on the 
number of customers actually receiving services under the 
PSR. This was because they liked the idea of people 
being on the PSR, just in case there was a problem. We 
are not aware of any other organisations being consulted. 
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Performance commitments  

SEW commissioned Frontier Economics to develop a 
process to assess and triangulate its quantitative WTP 
research for household customers so that it could be used 
to set performance commitments (PCs) and outcome 
delivery incentives (ODIs). We understand from SEW that 
this took on board good practice recommendations from 
CCWater, ICF, and UKWIR. 

For household customers this involved triangulating two 
pieces of quantitative engagement – an Accent/PJM WTP 
survey, and the company’s Attribute Valuation 
Supercharge slider tool. For NHH customers Supercharge 
did not apply. The feedback from this research was used 
alongside analysing data relating to supply interruptions, 
appearance of tap water, and taste/odour of tap water.  

The CCG were told that that following this assessment, 
that the weighting of the Accent/PJM survey to 
Supercharge survey would be 66% to 33.3%. A note to 
explain the weighting was provided on 6 June. Although 
we did not discuss the rationale of this in detail, it was 
based on a four criteria comparison: 

 Statistical validity;  

 Cognitive validity; 

 Research approach;  

 Fieldwork approach. 

Due to time constraints the CCG did not input into the 
Supercharge research but did receive a number of 
updates from the company as the online tool was 
developed. 

The final willingness to pay (WTP) scores were as follows: 

Performance commitment Unit of measure 
Average 
point on 

slider

Super-
charge 

valuation
Accent  

WTP 
Combined 
valuation 

Taste and smell Contacts per 10,000 customers per year 24.2 £2.24 £0.12 £0.83 

Vulnerability – non-financial Number of customers on our priority 
services register 35.3 £0.04 NA NA 

Partnering with landowners Ha of land included in partnership working 34.5 £0.94 £1.12 £1.06 

Carbon emissions and 
energy use kgC02e/ML 40.2 £0.67 £1.75 £1.39 

Protecting wildlife 
biodiversity Ha of land improved to enhance biodiversity 48.1 £0.34 £4.58 £3.17 

Leakage Percentage of water lost 36.9 £3.77 £5.70 £5.06 

Water use per person Litres per person per day 24.5 £0.94 £1.35 £1.21 

Water supply interruptions Average minutes over 3 hours 20 £2.44 £0.03 £0.83 

Discoloured water Contacts per 10,000 customers per year 22.1 £1.08 £0.19 £0.48 

 £12.46 £14.84 £14.03 
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Limitations of WTP 

We are mindful that when CCWater reviewed companies’ 
approaches at PR14 it concluded that: “WTP should not 
be used as evidence to justify ODI proposals as it is not a 
literal measure of the amount of money customers would 
be willing to pay for specific service improvements. Rather 
it produces numerical outputs, which feed into cost versus 
benefit modelling to derive service improvements…”  

In addition, it is also worth noting that some aspects that 
matter to customers, while relatively low spend such as 
customer service and responsible business, are not tested 
in WTP surveys, in line with industry standard practice 
and in part due to survey design constraints. 

 

Customer and stakeholder engagement 

Key challenges 

At our outcomes meetings we made a number of 
challenges to the company around how ambitious its 
performance commitments were (these are included in the 
chapters below). On the whole we were pleased with the 
engagement we had with SEW on the process for 
developing the outcomes and performance commitments. 
With the support from Frontier Economics, the materials 
for our special meetings became increasingly well-
pitched. The company responded well to challenges, as 
illustrated in the Challenge Log. Key overall CCG 
challenges included, but were not limited to:  

 Demonstrate how the PC baselines are calculated 
and how they are expected to move between now 
and 2019/20. Are some measures more critical than 
others – how will the target be set? (CL100); 

 The company to look at cross sector comparison data 
where possible in addition to water sector 
comparisons and historical data (CL132); 

 Carry out wider engagement with expert stakeholder 
groups on how stretching the targets are (CL144);   

 Better use of external benchmarking is needed on the 
PCs including international comparators and where 
appropriate cross sector. e.g. SEW to speak to 
energy utilities to find out what average PSR 
vulnerable customer satisfaction rates are and if there 
is any propensity to either higher or lower satisfaction 
rates (CL146); 

 SEW should demonstrate how it has factored in wider 
policy change and horizon scanning in deciding its 
projections for performance commitments and ODIs.  
e.g. post Brexit there may be subsidies and 
incentives for landowners to engage with SEW which 
would facilitate the delivery of one of their PCs 
(CL176). 

SEW was clear about its process and how it was meeting 
Ofwat’s methodology for setting ODIs. However, as a 
point of clarity – contrary to Appendix 2, which says the 
company shared “all of this information with our CCG and 
other external stakeholders” – we, and the overwhelming 
majority of stakeholders, did not have visibility of all of the 
detail that underpinned SEW’s performance commitments 
and ODI assessments. We did not see the trade-offs and 
had to take at face value that some activities had been 
undertaken.   

We challenged the company to engage with wider 
stakeholders in the setting of its performance 
commitments. This was to get expert views on the ‘art of 
the possible’ and what stretching really looks like. 

The Environmental Focus Group 

As a result, the company engaged with its Environmental 
Focus Group on the performance commitments. The 
session on the measures was interactive. Unfortunately, 
there was insufficient time allocated for the discussion and 
a number of stakeholders said they did not feel able to 
give an informed view as to whether targets were 
stretching without knowing what activities the company 
would be undertaking to meet the different PCs.  

SEW immediately recognised where improvements could 
be made so therefore sought to organise a special 
meeting. In practice, due to lack of availability one-to-one 
meetings were held instead with stakeholders who 
requested further discussions. The company also had 
dialogue with the Carbon Trust in relation to its 
greenhouse gas emissions measure.  

The engagement carried out by the company on the PCs 
is outlined in its Appendix 2. Our survey of EFG members 
found that the majority of the respondents to the survey 
felt they had had opportunity to input into the more 
contentious PCs, demand management and leakage, as 
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well as those related to working with landowners and 
WINEP. 

Some stakeholders said they would have liked additional 
supporting information to enable them to give a more 
informed view on some of the targets. Where this was 
requested it was provided to those stakeholders. 

Overall, the main engagement with stakeholders that the 
company did was with organisations with whom it had 
existing relationships (with the Carbon Trust being the one 
exception) and no non-environmental groups were 
reached. SEW also engaged with the Drinking Water 
Inspectorate (DWI) on the water quality performance 
commitments. 

While the CCG thought SEW should have engaged 
further, particularly on its vulnerability PCs, SEW believed 
it had a wide enough range of perspectives.  

On balance SEW got a reasonable spread of expert 
stakeholder views on its resilience and environmental 
performance commitments and it made number of 
changes as referenced in its Appendix 2. While not a 
substitute for consumer and stakeholder views, thanks to 
our dedicated Consumer Vulnerability Sub-Group there 
was also significant challenge on the affordability and 
non-financial outcomes. This group includes key 
stakeholders, Citizens Advice and CCWater along with 
the Chair, a consumer vulnerability expert, among others.  

We welcome the positive steps SEW made and the 
lessons learned it has already taken from its engagement 
experience in this area. 

Customer engagement – stretching 
targets 

As part of the company’s wider acceptability testing 
research, SEW asked customers for the first time for their 
view on each of the performance commitments and 
whether they thought the targets were ‘ambitious’. They 
did this with a quantitative survey which was reviewed by 
the RMSG. 

The CCG had concerns about customers’ ability to make 
informed decisions via such a quantitative survey, 
particularly given the challenges relative experts faced in 
a making a judgement after an hour of explanation. As a 
response, SEW included a question to ask respondents if 
they understood the PC, and if not discounted those 
answers. 

Inevitably the survey became too long for such a complex 
issue and the number of performance commitments 
tested per survey had to be reduced to make it 
manageable within a single survey. This meant that while 
the high-level results were a big enough sample to be 
representative it could not be used for any kind of 
segmentation.  

The RMSG made a number of drafting changes. For 
example, this question to the right on interruptions does 
not make it clear that that the target is 3 hours and 4 
minutes that each household will be without water. This 
was flagged as something that needed to be changed by 
a CCG observer of the NHH qualitative session because 
all customers in the qualitative sessions thought four 
minutes was pretty fantastic and ambitious but were much 
less impressed when the observer pointed out it was in 
fact four minutes beyond three hours off supply.  

In addition, the CCG requested that SEW remove 
language that tells the customer the target is stretching 

before asking them if it’s stretching. Without any neutral 
comparator this was felt to be leading. In practice while 
changes were made on the other PCs, this one below on 
interruptions was not changed by accident. It is perhaps 
not surprising therefore that 61% of customers said this 
PC was ambitious – this was the joint highest of all the 18 
that were tested. Unfortunately it invalidates the results for 
this one measure and provides insights into the potential 
effects of framing. The question is outlined below.  

 AVERAGE WATER SUPPLY 
INTERRUPTIONS 

On average across England and Wales 11 minutes 
are lost per property per year. In the South East 
Water region the figure for 2016/17 was 13 
minutes.  

This is measured as the total minutes lost divided 
by all properties and not just the properties 
impacted. 

Target: to reduce average interruptions to 4 
minutes by 2025.  

The target is stretching as it would require a 70% 
improvement on the performance South East Water 
expects to deliver by 2020 and is a level of 
performance beyond which they have delivered in 
the past. 

Average minutes lost per property per year: 22. 

Results were based on loss-of-supply events over 
3 hours or longer. 

Source: Water UK; England and Wales, Apr 2017 
to Mar 2018 
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Ofwat says in its guidance that companies should explain 
to their customers “the size of their asset health 
underperformance penalties (and any outperformance 
payments), and how they relate to their past performance 
and the asset health challenges they face.” Also that 
“companies should engage with their customers on the 
factors they take into account and will then need to 
explain how they have balanced these factors when 
setting their performance commitment levels using 
multiple data sources.”  

In practice, the survey activity did not enable customers to 
be engaged in this way. More deliberative work would 
have been more appropriate.  

For this piece of research, therefore, the validity of each 
customer response on how ambitious the PCs are needs 
to be considered on a case by case basis. The vulnerable 
customer question for example is relatively easy to 
understand and complete, but as noted the interruptions 
question above is of more limited use.  

We therefore welcome SEW’s recognition of this and 
resultant commitment: 

“Testing customers’ views on targets is an area needs 
further development in order for the results to be used in a 
robust manner. We will be looking to trial different 
approaches to this through our ongoing engagement with 
customers so that we can get a more informed view from 
them on this important area. We suspect there will need to 
be a trade-off between qualitative and quantitative 
techniques leaning towards a more deliberative qualitative 
approach…” 

                                                 
17 Companies are expected to summarise their overall incentive package 
using RoRE analysis (return on regulatory equity). This analysis shows the 
total upside and total downside to the company of the financial package as 

This is especially true as some of the asset health 
commitments are new and have no historical or industry 
context to discuss e.g. outage.  

Outcome Delivery Incentives 

Ofwat says that companies should develop their outcome 
delivery incentives (ODIs) in consultation with their 
customers and stakeholders, and obtain customer support 
for the overall RoRE17 range proposed in their business 
plan. Our understanding is that there is a preference for 
financial incentives unless customer evidence indicates 
otherwise. When evaluating the incentives we considered: 

1. The value on the level placed by consumers; 

2. The behaviour and culture of the company; 

3. Benchmarks against other companies. 

We look at individual performance commitments in more 
detail in the chapters that follow and flag issues that might 
influence whether incentives should be reputational or not. 
Ultimately though, Ofwat is best placed to take that view. 

a percentage of regulatory equity. RoRE captures the possible range of 
upside and downside returns to the shareholder arising from regulatory 
methodology. 

Customer engagement – RoRE range 

SEW carried out a dedicated survey of both household 
and non-household customers using computer-aided 
telephone interviewing and interviewed a sample of 500 
representative households and 120 non-household 
customers to inform the setting of their RoRE range. It 
then tested the acceptability of its preferred range as part 
of their overall acceptability testing.  

The RMSG provided some input into this, including 
iterations of the questionnaire design. Wording changes 
included amending the framing of the questions and 
adding an additional option on a vulnerability question. 

The first survey found that the majority of customers (81% 
households and 71% non-household customers) are in 
principle supportive of paying a price that is based on the 
level of service they receive18. However, that figure drops 
to 57% and 47% respectively when they are asked how 
much they want their bill to go up or down as a result.  

18 The first question was: “To what extent do you agree or disagree with 
the principle that the price people pay for their water services should be 
based on the level of service customers receive?” 
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Maximum amount that 
customers would want their 

bill to go up or down 
Households Non-households 

0% of average annual bill  43% 53% 

2% of average annual bill 21% 28% 

5% of average annual bill 23% 16% 

7% of average annual bill 3% 1% 

9% of average annual bill 11% 3% 

 

The CCG chairs collectively challenged Ofwat on the appropriateness of a rewards and penalties framework that has such 
low levels of customer support. The regulator accepts this reality but believes that on balance it remains the best approach 
available to incentivise a regional monopoly of this kind to improve performance. 

Given the relatively low levels of customer support for bill fluctuations linked to payments, SEW’s RoRE range of around 1% 
to 3% fits with customers’ preferences (this equates to around 2% to 6% of customers’ average annual bills). This seems a 
reasonable reflection of the findings alongside balancing Ofwat’s expectations to increase financial incentives on companies.  

However, it should be noted that the company did not explore if customers are willing to accept higher underperformance 
payments than rewards or vice-versa. Respondents had to give a view, as shown above, on both bill increases and 
decreases together. 

ICF’s Improving Willingness to Pay research in the Water Sector report states the importance of customers being told what 
the research is being used for19. SEW clearly set this out as illustrated below: 

“South East Water is currently preparing its next five-year business plan and has had a lot of customer input into it. But they 
also need to get more views on a specific topic to do with your future water bills.  

“This survey is about how your bills could change if the water supply service you receive – whether that's the quality of your 
tap water or how quickly leaks are fixed – is better or worse than South East Water’s performance targets.”

                                                 
19 https://www.ccwater.org.uk/wp-content/uploads/2017/07/Improving-willingness-to-pay-research-in-the-water-sector.pdf 

Participants were then asked: 

“To what extent do you agree or disagree with the 
principle that the price people pay for their water services 
should be based on the level of service customers 
receive?” 

It is the CCG’s view that in future research companies 
should ask two separate questions to ascertain 
willingness to accept both overpayment and 
underpayment payments. 

That said, we recognise that the proposed RoRE range 
received reasonable levels of acceptability – for HH 
customers 61% uninformed moving to 67% informed, and 
with non-household customers 62% uninformed and 75% 
informed. 

The company’s responsible business qualitative research 
suggested that some customers may be opposed in 
principle to water companies receiving any kind of 
financial payment, preferring water to be nationalised. 
They therefore may oppose any range regardless of the 
level. 
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Customer engagement – who benefits 
from underpayments 

As part of the ODI research SEW also asked which 
customers should receive any underperformance payment 
– those directly impacted by the poor performance or all of 
SEW’s customers. The CCG welcomed this comparatively 
innovative question.  

SEW’s ODI research found that majority of customers 
(63% of households and 53% non-household customers) 
support greater compensation payments to those who 
experience supply interruptions and less paid to everyone 
else in standard underperformance payments. This was 
primarily on the basis of perceived fairness. The company 
has used this research to support its rationale of having a 
cap and collar on its supply interruptions PC.  

Customer engagement – incentives for 
vulnerability PCs 

In addition, the company explored customer views on the 
company being rewarded for supporting customers in 
vulnerable situations. And if so, did they think those 
rewards should be ring-fenced to be reinvested in 
supporting customers with additional needs and on low 
incomes or not?  

Customers were asked to say which of the following three 
options they would prefer:  

Option A: South East Water won’t receive a financial 
outperformance payment for exceeding their stretching 
target to support customers in vulnerable situations; 

OR  

Option B: South East Water will receive a financial 
outperformance payment if they exceed the agreed 

stretching target. These additional funds would be 
covered by a small increase in bills (e.g. up to £1 per 
household per year);  

OR  

Option C: South East Water will receive a financial 
outperformance payment if they exceed the agreed 
stretching target. However this money will be reinvested 
back into services to support vulnerable customers. These 
additional funds would be covered by a small increase in 
bills (e.g. up to £1 per household per year) – and the 
money will be ring-fenced to only be used to provide 
support for customers in vulnerable circumstances. 

This move to consult the public was supported by the 
CCG, in part because the qualitative feedback indicated 
that some customers thought the company looking after 
vulnerable customers was basic-level water company 
service. This proposal to reinvest payments also split the 
CCG.  

Preferred option Households 

Option A 23% 

Option B 9% 

Option C 54% 

Don’t know  14% 

Customer engagement – bill profiles 

Companies are expected to take into account customers’ 
views on the profile of bills over time. 

Ofwat expects most payments to be ‘in period’, so paid 
each year depending on that years’ performance, but 
some are only calculated at the end of the five-year 
period. Overperformance leads to customers paying more 
and underperformance leads to customers getting money 
back.  

The argument goes that in-period ODIs bring service 
payments closer in time to when customers receive the 
service, and would therefore make financial ODIs more 
powerful. However in practice, an overwhelming majority 
(92%) of customers supported stable bills when asked. As 
a result, we support SEW’s proposals to minimise bill 
volatility.  

Financial v reputational incentives 

SEW has a high number of reputational incentives at 19. 
While the company believes that these will be “as 
powerful” as financial incentives it is hard to imagine they 
will have quite the same impact, particularly on 
shareholder behaviour. Although we do acknowledge that 
the board has customer satisfaction as a strategic priority. 
We also understand that SEW executive team’s bonuses 
are strongly linked to ODI performance and this is 
transparent in their annual report.  

However, given customers’ mixed support for financial 
incentives (see above), this combination approach of 
reputational and financial incentives is arguably more in 
line with customer expectations. In addition, given SEW’s 
relatively larger number of PCs and given that a number 
due to their nature are very uncertain, we understand the 
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logic of this approach. However, we have challenged the 
ODIs of individual PCs.  

As a CCG, post September, we intend to become more 
public facing, so will also play our part in helping to make 
the reputational incentives as powerful as possible, 
increasing awareness of the company’s performance – 
good and bad.  

We discussed in particular whether the company should 
be required to attach a financial incentive to some of its 
more innovative measures so this more appropriately 
reflects the drivers of risk and reward in a competitive 
market, but on balance thought in practice this would 
disincentivise the company from innovating. The company 
is understandably reticent to attach financial penalties to 
measures with no track record.  

Levels of financial incentive 

We are not best placed to comment on whether SEW’s 
proposed level of financial incentive is sufficient. However, 
by way of a comparator the company’s final PR14 
business plan included £17m penalty and £7m reward. 
This was increased to £58m penalty and £25m reward 
following Ofwat’s Final Determination. 

Key issues raised on the outcomes, 
performance commitments and ODIs 

In our special meetings we scrutinised the company’s 
approach to setting individual outcomes, performance 
commitments and incentives against our CCG outcomes 
checklists. Below we outline by exception, at a high level, 
some of the issues raised. These are discussed in more 
detail in the chapters below on vulnerability, 
affordability, customer service, and resilience – 
 water resources and environment and water quality.  

Outcomes 

Removed outcomes 

Nine outcomes have been proposed to be removed that 
are currently in place. Four were effectively updated in 
line with Ofwat’s expectations. We were keen that the 
company retains focus on the remaining five 
commitments, particularly ‘pollution incidents’ where the 
company has not had a great performance in the last two 
years. This is especially important given the increasing 
willingness to pay by many customers on environmental 
issues. The discussion on this is in the chapter on 
resilience (p.125). 

Future proofing  

The CCG challenged SEW to ensure that their output 
measures weren’t prescriptive so as to enable the 
inclusion of potentially more innovative and effective 
approaches in the future. This is particularly the case for 
the company’s activities-based resilience measures. A 
number of PCs therefore are designed to include 
flexibility, so that with approval of bodies such as 
CCWater, the EFG and the CCG the company can update 
the measure. This may also be innovative. 

Double counting  

There were a handful of areas where we queried if there 
was potential for double counting. This is the reason the 
company’s satisfaction measures are reputational as they 
all overlap with C-MeX. 

Single source of supply  

The EA expressed its preference for the retention of this 
outcome as a good measure of the resilience of the 
network to prolonged supply outages due to, for example, 

flooding. The regulator suggested that the PC should be 
‘customers that can be supplied by more than one 
treatment works’.  

We understand this has been discounted because of 
consistently low levels of customer support for 
improvements in this area. However, given that customers 
place a high value on reliable water supply/resilience this 
seems a contradiction. We do not think the low levels of 
customer support are due to low levels of comprehension 
(a factor we considered as ‘single source of supply is not 
a common term’). The CCG reviewed the single source 
explanation provided to customers in both surveys, 
challenged the company to undertake cognitive testing to 
ensure it was easy to understand, and observed the 
approach. In future this needs further investigation (See 
p.133). 

Gaps and voids 

The inclusion of voids and gap sites was queried as this 
was not specifically consulted on (acceptability was tested 
only as a package of measures) nor according to SEW is 
it cost-effective to deliver. However, the CCG recognised 
this area as a regulatory priority and it would seem 
consistent with customers’ sense of fairness that people 
should pay for what they use.  

WINEP 

There was disagreement among some CCG and EFG 
members on the inclusion of WINEP as it is a statutory 
requirement and not something that customers explicitly 
supported. However, given the reputational only nature of 
this measure, the complexity of delivery, and the relatively 
strong support for improvements in biodiversity and 
protecting the environment, on balance it was felt there 
was arguably merit in giving SEW an incentive to deliver 
early on this important statutory requirement (see p.125). 
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Vulnerable customer stakeholder 
satisfaction measure 

Given stakeholder support for SEW to improve its 
partnerships with organisations working with or 
representing customers in vulnerable situations, the CCG 
challenged the company to consider an outcome to 
incentivise improvements in this area. In response SEW 
has proposed a stakeholder customer satisfaction 
measure which is relatively innovative and very welcome. 

Protection – vulnerable customers’ 
satisfaction 

SEW introduced a new vulnerable customer satisfaction 
measure for satisfaction of household customers on our 
vulnerability schemes during a supply interruption 
following challenge from the CCG. Evidence from SEW’s 
lessons learned from the March ‘freeze/thaw incident’, 
and from SEW’s one to one interviews with customers on 
the PSR, indicated the need for improved service during 
both planned and unplanned interruptions. This is 
particularly important given the potential, sometimes life-
threatening detriment that can be caused to very 
vulnerable customers when things go wrong.  

Customer satisfaction measures  

The CCG is pleased to see SEW’s continued commitment 
to its customer satisfaction measures despite the 
regulatory framework – notably C-MeX – not lending itself 
to this. We applaud them for that, particularly as the 
satisfaction measures have been genuinely stretching and 
have proven in some instances to be relatively hard to 
achieve.  

The proposal to further develop these measures to 
include segmentation is also very welcome. It is an 

interesting development that should encourage the 
company to develop its customer insight and 
engagement.  

However, in reality SEW has not provided explicit 
customer evidence of support for a satisfaction approach. 
The only research where we have evidence of direct 
engagement on satisfaction is a stakeholder event at Bewl 
Reservoir, where despite direct prompting of the potential 
benefits of satisfaction measures, stakeholders put 
customer satisfaction at the bottom of their thermometer 
of priorities. 

The CCG challenged the company to increase the PC 
levels for segmented satisfaction. This was because of 
level of 4.4 in final year would not show any improvement 
for some customer segments and was not considered 
stretching enough.  

Water quality 

We welcome the inclusion of a stronger focus on all 
aspects of water quality (see p.141) 

Measures and PCs 

Resilience and environment  

SEW engaged with EFG members on environmental and 
resilience definitions. A number of changes were made as 
a result, including changes to the activities supporting the 
abstraction and catchment ODIs. A number of 
organisations including the EA and Natural England 
queried how SEW would measure and evaluate ‘net gain’ 
in biodiversity. SEW’s definition was developed with EA 
and subsequently shared with the EFG. 

Customer receiving non-financial and 
financial support  

SEW did not engage with any groups working with or 
representing customers with additional needs and on low 
incomes in the development of its consumer vulnerability 
performance commitments. However, it did engage with 
the CCG’s Consumer Vulnerability Sub-Group, which 
includes CCWater, Citizens Advice, and vulnerability 
experts including the Chair, who is a vulnerability and 
innovation expert.  

We reminded SEW that our views should not be 
substituted for those of customers and stakeholders. 
Nonetheless, in the interests of consumers, we suggested 
and collectively evaluated a range of success measures 
and PCs for the consumer vulnerability outcomes, 
measures and PCs. A number of concerns were raised 
around the financial and non-financial support measures, 
which are documented in the vulnerability section below 
(p.80) e.g. that some might not incentivise the right 
behaviour. Adjustments were made following challenge.    

Encouraging and working with 
landowners  

This is an activities-based outcome and one where SEW 
seemingly already has a good track record. A number of 
stakeholders challenged SEW to make it more outcomes 
focussed, especially as a lot of the measures were 
outputs. In practice it was agreed that this would be the 
longer-term aspiration but in the meantime an activity-
based approach was seen as pragmatic.  
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WINEP  

SEW was challenged by the EA to consider a more 
imaginative alternative measure than percentage of 
schemes delivered for WINEP such as km of river 
improved. The rational for the current measure was 
accepted given that: SEW’s proposed outputs are a wide 
mix of proactive management, investigations, INNS 
activity and have no single identifiable outcome; and they 
do not necessarily affect a waterbody. Also because it 
could take time for the beneficial outcomes to come 
through. 

Engaging with abstractors 

The EA was very supportive of the performance 
commitments relating to other abstractors, but challenged 
the company to go beyond ‘audits and advice’ and include 
the fitting of some low-cost measures too. This resulted in 
the expansion of the list of potential measures. 

Company sites at risk of flooding 

It was felt that this measure needed to be more 
sophisticated. For example, if a customer can be supplied 
from three sources, and two of those sites are at risk of 
flooding, it may not need defending (if those works can be 
brought back on line quickly post-flood) as the customer 
can be supplied by the remaining (flood-defended, or at 
no risk of flooding) works. SEW argues that it has taken 
this direct from Defra guidance which is keen to see all 
sites protected to a one in 1000-year event and also the 
company stated it is difficult to predict where flooding 
occurs and how widespread it might be and individual 
protection of sites is therefore the proposed more resilient 
approach.

ODIs 

Customers in vulnerable situations 

In practice the CCG is split as to whether SEW should 
have financial ODIs or reputational ones as proposed 
around customers in vulnerable situations.  

We recognise only a small majority of customers 
supported SEW being rewarded for delivering improved 
service for customers with additional needs and we note 
the company’s comment that it “did not feel right as a 
responsible business to be potentially collecting rewards 
in this area”. There is indeed something potentially 
perverse about a company, for example, providing 
someone with a social tariff only potentially for their bill to 
go up as a result of the success of the scheme (though in 
practice the relative bill amount would be very small). 

However, some members query if there is sufficient 
incentive for South East Water to make improvements in 
this area. This is arguably particularly important in the 
case of the financial support measure, given the 
significant minority of customers struggling to afford their 
bills. The number of customers on the Priority Services 
Register is also an area where the company should have 
a reliable baseline. 

Voids 

We recognised that addressing voids in the NHH sector 
could be more challenging given that they do not own the 
relationship directly with the customer. But arguably given 
the challenges this is all the more reason for an incentive. 
See appendix 2.

Carbon emissions 

The CCG’s preference is for penalty only rather than 
reputational but we recognise this ignores the incentive 
that might be needed in the other direction to encourage 
the company to take action. 

Customer satisfaction 

We support customer satisfaction moving from being a 
financial to a reputational measure so as to avoid the 
overlap with C-MeX. 

Communication 

We welcome SEW’s commitment to ensure its 
performance commitments along with its wider KPIs are in 
plain English and easy to understand and access. We will 
work with the company to help deliver this. In addition we 
will publish the performance on our CCG website, 
www.customerchallenge.co.uk in an accessible format, 
and monitor progress and report on this in our CCG 
Annual Report.  

Performance Commitments – are they 
ambitious enough  

There were a number of performance commitments where 
the CCG, stakeholders and customers did not think SEW 
was being ambitious enough, or where there were mixed 
views. These are discussed in more detail in the chapters 
below.  
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PART 4: Quality of engagement by policy area and the degree to which customer and stakeholder 
views are reflected in and have driven the business plan 
RETAIL

Scope 

The CCG has assessed the quality of customer 
engagement around household retail services and how 
the engagement findings relate to SEW’s business plan 
proposals.  

It should be noted that we decided to have less focus on 
this area given the oversight role of CCWater and the 
progress the company has made since introducing its ‘five 
out of five’ service. In addition, two of the main ODIs in 
this area, C-MeX and D-MeX are not driven by customer 
engagement. Vulnerability and affordability are covered in 
the next two chapters.  

SEW acts as a water retailer only to household 
customers. NHH customers now receive their retail 
service from other suppliers. SEW’s NHH customer 
research and their customer service to NHH customers 
(which has been praised by local businesses) is not 
considered as part of this chapter. 

CCG assurance activity 

CCG members have observed qualitative household 
customer research and received debriefs on household 
qualitative and quantitative research. In addition, some 
CCG members have observed SEW’s call centre 
operations. 

This assessment has also been informed by CCWater’s 
regular meetings with the company to discuss customer 
service improvements, complaints and similar issues and 
the CCWater reports: 

 “Complaints to Water Companies, England and 
Wales 2016-7” (pub. September 2017); 

 “Water Matters: Household customer views on their 
water and sewerage services 2017” (pub. July 2018).  

The CCG includes two representatives from CCWater. 

 

During the PR19 process, the CCG has made the 
following challenges to SEW that are particularly relevant 
to the company’s ‘five out of five’ service for all strategy 
for the delivery of retail services: 

 Can the company provide further clarification on what 
it is trying to achieve with its attitudes based 
segmentation?  

 SEW to explore how its areas of highest customer 
complaints are directly addressed by its business 
plan proposals/performance targets;  

 The company should look at cross-sectoral 
comparison data where possible in addition to water 
sector comparisons and historical data – to consider 
lessons learned and apply more challenging 
benchmarks. 
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Retail-relevant context 

 SEW has had a strong focus since 2015 on delivering 
high customer satisfaction scores and driving down 
customer complaints. In our view, its approach to 
customer satisfaction in its PR14 business plan was 
innovative and stretching at that time. The company 
implements this through its ‘five out of five’ service for 
all strategy. It now proposes to build on this by 
introducing a focus on customer satisfaction by 
attitudinal segment and by delivering various service 
improvements to further increase customer 
satisfaction informed by results of ongoing research 
and day to day interactions with customers. 

 The customer service statistics listed in the retail 
appendix to SEW’s business plan demonstrate the 
effectiveness of this approach. While unwanted 
telephone contacts and/or written complaints have 
increased for periods as a result of specific incidents 
such as the freeze/thaw, the summer 2018 heatwave, 
and historic issues with sewage charges surfaced by 
the “One Bill” project, the underlying trend has been 
very positive.  

 In its report, Complaints to Water Companies, 
England and Wales 2016-17, (pub. September 2017), 
CCWater said: “South East has continued its 
improvement with a further 30% fall in written 
complaints and a 19% reduction in unwanted 
contacts and is now one of the better performing 
companies.” 

 The company says that the proposals for retail 
service in the business plan result from insights from 
customer experience and from front-line staff, 
supported by customer research. Engagement in this 
context is primarily from complaint and contact, route 
cause analysis and testing what works for customers. 

Key customer priorities and other 
findings 

SEW’s qualitative research assessed household customer 
priorities for their water service. While many priorities 
related to network resilience, protecting the environment 
and vulnerable customers and community involvement, 
the research highlighted particularly that customers 
expected the following from their own household retail 
service: 

 Core service expected by customers (hygiene 
factors): 
o High customer satisfaction, including through a 

local call centre, no waiting, fast resolution of 
issues and, for those that want them, slick online 
services 

o Affordable bills 
 Enhancements today: 

o A greater focus on investing in new technology, 
including smart meters 

o Educating customers to reduce water usage 
 In the future, by 2050: 

o Artificially intelligent customer service and 
“smart” metering (as a hygiene factor) 

o Ways to help homes to be “smarter” and receive 
tailored services (as a “delight” factor) 

o Rewards and credits for efficient water use 
o Diversifying into other utilities to keep costs 

down 

Further research confirmed these insights and 
emphasised the importance of: 

 Simple, effective, empathetic and proactive 
communication; 

 Taking ownership of issues, and providing one point 
of contact and follow-up; 

 Understanding of individual circumstances and 
recognition of the customer as an individual; 

 Asking customers their contact preferences and 
demonstrating understanding of their personal 
circumstances; 

 Visibly giving choices to customers; 
 Anything that gives customers more context for 

decisions and control over their usage; 

However, there was more evidence of segmentation 
around circumstance than attitude when discussing 
priorities, although circumstance and attitude are 
inevitably linked. 

While “customer self-service” was acceptable to some, 
some customers would be looking for this to be 
incentivised by discounts.  

The CCG has not reviewed the insights gained from day-
to-day customer contacts or front-line staff insights. 
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Quality of engagement 

Strengths 

SEW has used customer contact data and its ‘five out of 
five’ monthly satisfaction tracking surveys to adopt a 
continuous improvement approach to driving down 
customer complaints and unwanted telephone contacts. It 
has built on this with quantitative and qualitative customer 
research. The company also undertook additional 
research with customers affected by supply interruptions, 
including but not limited to the freeze/thaw interruptions. 

We commend the company for using attitudinal 
segmentation in undertaking its customer research. We 
hope that this research, and the associated performance 
commitments on customer satisfaction by attitudinal 
segment, will enable it to add an additional layer of insight 
to deliver a ‘five out of five’ service for all. Having said 
that, we do think that this tool is still at a relatively 
immature stage and we would encourage the company to 
continue to develop it alongside other more traditional 
approaches to engagement and insight.  

We commend the company for using insights from staff in 
developing its customer service proposals. As we did not 
review how this was done, we are not able to comment on 
the process followed or insights developed. 

Areas for improvement 

We think that the company could have gained deeper 
customer insights if there had been sufficient in-house 
resources to undertake ‘smarter analysis’ that dug more 
deeply into the customer contact data, research evidence 
and other data, e.g. a deeper comparison of the 
differences between customers in vulnerable 
circumstances and those who are not.  

While the company used attitudinal segmentation as well 
as more traditional demographic information (age, gender, 
socio-economic group) to deepen its research insights, 
there were arguably opportunities to gather additional 
insights by including further demographic features in its 
research sample, e.g. to identify differences between 
urban vs. rural populations or between those in areas with 
different indices of deprivation. That said, we are mindful 
of the progress that the company is making in this area 
and we have grounds for optimism that there will be a 
step change in effective use of data once the new 
Customer Insights Team is appointed. Please see also 
our comments elsewhere in this report on 
representativeness and inclusion.

To what extent have customer and 
stakeholder views influenced the plan? 

Strengths 

We endorse the company’s view that its engagement 
demonstrates that customers want an efficient (“value for 
money”) service that delivers high customer satisfaction 
for all – though the latter, as mentioned has not been 
tested explicitly.  

The research shows that the retail service needs to 
continue to provide various features that SEW has used 
during the 2015-20 period to improve its customer 
satisfaction and drive down complaints. In particular, 
customers want responsive call handling with rapid pick-
up from a local call centre with staff empowered to fix 
problems at the first contact whenever possible. 

SEW has also responded to customer research and 
operational data that demonstrates that customers want 
the company to provide “richer digital services that 
customers can access, when and how they wish” (Section 
3.4) for those that prefer to use these. The company gave 
us good examples of how, based on initial evidence of 
customer demand, it had introduced online or mobile 
services like ‘My Account’, ‘In Your Area’ and texts about 
incidents which then experienced high customer adoption 
without significant marketing or promotion. 

The company has sought ways to meet customer service 
needs in a way that is cost efficient and so meets the 
customer requirement for value for money, e.g. by the 
effective (but not exclusive) use of social media during 
incidents.  

We are confident that the company’s focus on ‘five out of 
five’ service for all and the associated customer 
satisfaction measures should enable it to implement 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 79 of 159
 

service improvements in ways that are customer-driven. 
Should customer priorities change, the company’s focus 
on customer satisfaction will encourage it to identify and 
undertake a rapid “course correction” as it rolls out its 
proposals. Of course, this does not detract from the need 
to “get it right first time” in integrating customer and 
stakeholder views so that it delivers value for money.  

Areas for improvement 

1. The company has taken into account many customer 
priorities evidenced by its research. However, in our 
opinion, it is not always clear when the business plan 
proposals for improvements in retail services are 
driven by customer demand for service changes that 
are evidenced by day-to-day insights and/or customer 
research, as opposed to when they are primarily 
intended to enable increased efficiency or reflect 
internal thinking. As we have said above, customers 
support increased efficiency but, as the company has 
identified, they also want personalisation, choice and 
control and many like the “human touch”.  

2. While we support the company’s innovative approach 
to exploring attitudinal segmentation, it is not clear to 
us that the customer research has demonstrated the 
value customers place on tailored service.  

3. At present research respondents have been 
categorised by attitude, after answering a series of 
‘golden questions’ and the company has been able to 
create a baseline by segment for satisfaction. 
However, it is not clear how the company will role this 
out into BAU. 

4. The company does accept that attitude is only one 
factor driving customer requirements and its research 
on customer priorities has identified many areas 
where personal circumstances can be more 
significant than attitude in affecting requirements and 
satisfaction. We encourage the company to use wider 
customer insights and feedback (not just attitudinal) 
moving forward. For example, personal 
circumstances that could make a customer 
vulnerable, or living in a geographical area prone to 
discoloured water or to more frequent supply 
interruptions may be more significant than attitude in 
deciding when customers need tailored services or 
communications.  

5. The company acknowledges that the introduction of 
metering has led to an increased customer demand 
for greater control of the cost of their water usage 
(section 3.12), saying it knows “from customer and 
stakeholder engagement, that our customers would 
value a better understanding of real-time usage and 
cost of water”. As a result, it is not clear to us that its 
proposals for “more frequent, monthly billing for our 
digital customers, offering a solution that provides 
clearing billing, while allowing meter reading 
frequencies to reduce (our emphasis), to provide 
annual reconciliation and reassurance” fully takes into 
account its customer research. We anticipate that 
more frequent provision of only estimated data may 
not have the positive impact on general customer 
satisfaction that the company is seeking, even though 
we accept that it is likely to deliver benefits for some 
customers in vulnerable circumstances. 

6. As part of this, we are not convinced that the 
company has made the case for moving from six-
monthly to annual meter reading in advance of the 
availability of Smart Network capacity to provide 
customers with more frequent usage information in 
other ways. We are also surprised that the company 
says it “will also use the development of technology 
within our wholesale Smart Network plans to consider 
(our emphasis) efficiently providing richer usage data 
for customers” rather than making a more definitive 
commitment. However, we do note that it is more 
positive in discussing customer resilience saying “We 
have been constrained to date by the limitations of 
current technology, but through our Smart Metering 
Network plans we will explore technology 
improvements as an efficient way of providing 
customers with richer information”. Given the strength 
of customer demand evidenced by SEW’s research 
to have resulted in a more definitive commitment. 
However as noted earlier the tools and approach 
exist to course correct should this initiative not have 
the desired results. 
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Performance Commitments / ODIs 

Common PC/ODI: C-MeX 

This performance commitment has not been informed 
directly by SEW customer insight or customer research.  

We support SEW’s aspiration to be in the top five water 
companies against this measure. In view of the 
company’s recent SIM performance and focus on 
customer satisfaction, we believe that this target is 
relatively stretching but achievable. 

Bespoke PC/ODI: Segmented 
satisfaction of household customers 

These performance commitments build on the company’s 
innovative customer satisfaction performance 
commitments implemented in the current period. We 
support the use of these segmented satisfaction 
measures as part of the company’s proposed package of 
performance commitments and as an innovative 
additional dimension to assessing customer satisfaction. 
We are pleased that they are complemented by a range of 
other performance measures to assess customer 
satisfaction and customer service, including measures to 
assess the satisfaction of customers in vulnerable 
circumstances. 

There is still much work to be done to assess when 
attitude is significant to customer satisfaction, when 
personal circumstances are the most relevant factor and 
when ‘five out of five’ for all service demands 
consideration of both. The use of this performance 
commitment should facilitate deeper insights on this key 
topic. 

As with all innovative approaches, while potentially 
exciting, we accept that SEW’s customer segmentation is 
not yet fully proven and we expect that its use will result in 
fine tuning over time.

The business plan ODIs appendix says of the targets for 
this performance commitment: “Following a challenge 
from our CCG we have then pushed ourselves further by 
targeting an increase in satisfaction for all segments to 4.5 
by 2025 – our original proposal was a satisfaction target 
of 4.4. This will be a stretching level of performance, as it 
will mean achieving a higher level of overall satisfaction 
than we have experienced since introducing our current 
suite of satisfaction measures in 2015.” 

There were mixed views on whether the targets are now 
stretching given that their attitudinal based segmentation 
should enable them to tailor communications and 
services. We are pleased that the company has set the 
target level of satisfaction at the same level by 2025 and 
2030 for all attitudinal segments. We feel that is 
necessary to ensure an inclusive approach and is in line 
with customer expectations that customers with additional 
needs should receive the same not gold plated service. 

For the reasons that SEW outlines and in the light of the 
innovative and relatively immature nature of this measure, 
we support the company’s proposal that this performance 
commitment should have non-financial ODIs.
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CONSUMER VULNERABILITY 

Introduction 

All customers should have excellent customer service. It 
is important that companies provide sensitive, well-
designed and flexible support and services for customers 
in or at risk of being in vulnerable situations. This is to: 

 Enable equal access to essential water-related 
services and benefits including for customers with 
additional needs such as those with disabilities, and 
on low incomes; 

 Help protect customers – reducing the likelihood and 
impact of water-related harm e.g. as a result of debt, 
during water outages or home visits. 

Risk-based approach  

In line with best practice, the CCG has encouraged SEW 
to adopt a risk-based approach to vulnerability – 
identifying the personal characteristics (e.g. poor health, 
disability) and circumstances (e.g. living alone, being on a 
low income, not having internet access) that could put 
customers at a disadvantage in different water-related 
scenarios. A risk-based approach recognises that 
vulnerability can be diverse, complex and transient with 
people needing more tailored approaches at certain times 
in their life e.g. if they are ill, made unemployed20. Having 
a low or unstable income or poor financial literacy are 
examples of financial vulnerability risk factors impacting 
affordability.

                                                 
20 Ofwat: Affordability and Debt 2014-15 

Scope 

We scrutinised: 

 The overall quality of South East Water’s 
engagement with customers with additional needs 
and on low incomes and those who work with them; 

 The degree to which customer and stakeholder views 
are reflected in and driving decision making – this 
includes the overall proposals, priorities and 
performance commitments around vulnerability; 

 How targeted, efficient and effective the company’s 
measures are to address vulnerability, including how 
well they use good quality available data and 
partnerships to understand, identify and best support 
customers in circumstances that make them 
vulnerable. 

CCG assurance activity 

The CCG set up a separate Consumer Vulnerability Sub-
Group (CVSG) in April 2017 to enable greater challenge 
and scrutiny of the company’s activities in this area. This 
was a recognition of the fact that: 

 Vulnerability is an area where customer engagement 
has the potential to deliver significantly better 
outcomes for some consumers;  

 There is particular regulatory and government focus 
on this area – this is the first time Ofwat has had an 
explicit test for vulnerability in a price review, and 
government in its Strategic Priorities Statement is 
challenging water companies to go further in how 
they support customers in vulnerable situations, 
including those struggling to pay; 

 We felt the CCG was particularly well placed to 
scrutinise and challenge the company’s approach to 
vulnerability given its membership and expertise. 

The CVSG’s assurance activity on consumer vulnerability 
including financial vulnerability included: 

 11 CVSG meetings 

 32 vulnerability-related challenges 

 Observing six consumer vulnerability research focus 
groups and workshops 
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 Two private conversations with research consultants 
and a review of consultants CAG’s vulnerability co-
creation research reports 

 Reviewing independent reports such as British 
Standards Institute review of SEW’s performance and 
unpublished private consultants reports.  

 Reviewing SEW’s vulnerability insight database  

 Reading a range of vulnerability good practice 
documents including those referenced in this chapter. 

Key challenges 

 What does the company know about the vulnerability 
risk factors of its customers? (CL36); 

 What are the customer journeys and can the 
company map these to the risk factors for each 
scenario to ensure its service is inclusively designed 
(CL37); 

 The company should think about appointing a 
consumer and Vulnerability Champion on the board 
and consider how it can learn more about the 
additional needs of some customers (CL41); 

 SEW should engage with customers with additional 
needs as part of the development of its vulnerability 
strategy i.e. co-create their strategy (CL69); 

 SEW to ensure that the vulnerability strategy looks 
beyond customer services and is embedded across 
the whole organisation’s activities including as part of 
its wider responsible business work (CL71); 

 SEW to understand best practice in power of 
attorney– this is particularly important given the 
higher than national average ageing population in the 
area (CL78); 

 Company to provide greater comparative information 
on vulnerability e.g. How does the company compare 
to other industries/companies in terms of number on 
the PSR? (CL80); 

 SEW to articulate its initial data mapping questions/its 
initial thoughts on how it intends to use the 
vulnerability data e.g. targeting uptake of the PSR, 
targeting financial support at those that most need it, 
ensuring appropriate services are available in given 
areas; informing resilience decisions. This is to help 
ensure that the company's approach is targeted and 
effective (CL85); 

 Both SEW and Ofwat/CCWater ‘freeze-thaw incident’ 
research indicates that vulnerable customer 
protection, particularly during water outages is a 
potential gap in terms of the outcomes and an area 
that warrants further focus. SEW to consider how 
they pick this up in their PCs (CL148); 

 With PSR PC - only 3% of customers are on your 
PSR yet evidence indicates substantially more need 
in SEW area. If the PC focusses on PSR customers 
only how will you  capture the experiences of 
vulnerable customers not on the PSR – consider as 
part of wider vulnerability strategy and monitoring 
framework (CL149); 

 Proposed vulnerability plan does not recognise the 
PSR data quality challenges customers face. 
Challenge to address this (CL151).  

Open/ongoing challenges: 

 The company should look into completing horizon 
scanning to identify future socio-demographic trends 
plus available insight of relevance (CL40) – ongoing; 

 SEW should use public information to better map 
customers with additional needs, e.g. Kent County 
Council information etc. Also work with energy 
companies to share information (CL38) – Ongoing; 

 SEW to consider how it will understand levels of 
transient vulnerability and to explain how it is going to 
use the data insights to inform their approach to 
supporting and empower vulnerable customers with 
transient extra needs (CL83 and CL87) – ongoing; 

 SEW to research best practice in training and 
identifying vulnerability and to map where it thinks it is 
relative to exemplary cross-sector approaches (CL88) 
Open; 

 SEW to provide further information on how it 
measures the effectiveness of its training and to 
provide feedback from that as appropriate (CL89) – 
Open; 

 To review the vulnerability data mapping in the areas 
at the tail end of the metering programme to check if 
there are particular distributions of vulnerability to 
target home visits alongside meter installations 
(CL136) - Open. 
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Quality of engagement: co-creation of the vulnerability strategy 

 

 

In response to CCG challenge, SEW embraced the idea 
of co-creating their vulnerability strategy (Appendix 8 
Vulnerability – affordable, accessible and protective 
services). To start, there was not a shared understanding 
between SEW and the CCG as to what ‘co-creation’ really 
meant. We therefore produced a short ‘co-creation note’ 
clarifying the difference between this and other types of 
engagement. 

The company’s approach, while not without its lessons 
learned, is very comprehensive. It involves bringing 
together the results of one-to-one research with 
customers in vulnerable situations, the views of grass-
roots organisations working with and representing 
customers with additional needs and on low incomes, and 
feedback from engagement with staff from the company’s 
Customer Care Team. This co-creation is ongoing. It is 
SEW’s aim to build an ongoing relationship with these 
groups and customers. 

In addition, alongside this, in response to CCG challenge 
the company pulled together insight from its business-as-
usual activities and carried out desk research to identify 
useful third-party research. The CCG particularly 
welcomed the inclusion of the Customer Care Team in the 
engagement process. This is best practice as staff are 
crucial to the effective delivery of services and have good 
sight of the challenges on the ground. 
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There were a number of lessons learned from the 
workshops. For example: 

 Many attendees did not know what services SEW 
offered to vulnerable customers so there was much 
more informing needed to get participants to a level 
where SEW could have a meaningful conversation 
about how services might change and improve; 

 Initial attendance at stakeholder workshops was low 
because the company had not appropriately mapped 
its vulnerability stakeholders. Following challenge, 
this was addressed;  

 The authenticity of speakers was very important – 
groups were hostile to any kind of sales pitch or 
corporate speak; 

 Some groups indicated they would struggle to afford 
to attend if their travel expenses were not paid. 

 

Vulnerability – degree to which views 
reflected in and/or driving decision 
making 

There is strong customer support for South East Water 
ensuring that customers with additional needs are not at a 
disadvantage because of their situation or circumstances. 
WTP for non-financial support is £2 per annum. This 
reportedly amounts to £1.6m per year (for financial 
support see the chapter on affordability below).  

Given feedback from focus groups which suggested 
customers had different attitudes towards financial and 
non-financial support (see the chapter on affordability 
below), the CCG challenged South East Water to consult 
separately on WTP for the PSR and financial support for 
those struggling to pay. 

Customers are very supportive of bringing vulnerable 
customers up to the same levels of service in terms of 
access to services and protection but qualitative research 
suggests they are not supportive of gold plating 
approaches so vulnerable customers get a better service 
than typical customers. This is in line with SEW’s 
approach to offer ‘five out of five’ service for all customers 
regardless of their situation or circumstances. 

Findings from the company’s responsible business 
engagement indicate that knowing the company is taking 
action to support customers in vulnerable situations can 
have a positive impact on wider perceptions of the 
company including levels of trust. This is particularly 
noteworthy as SEW’s Accent research indicated that 
when making judgements about value for money, 
customers often do a mental sum that involves: water 
quality + reliability of service + trust = value for money.

 
 
 

SEW is in the process of genuinely co-creating its 
vulnerability strategy with customers, staff and 
organisations working with customers’ additional needs. 
Having observed three of the vulnerability-related pieces 
of qualitative research and reviewed the insight database 
and vulnerability research reports, the CCG is assured 
that engagement insights have without a doubt 
significantly shaped and driven the company’s approach 
to vulnerability so far. 

It should be noted, however, that genuine co-creation is 
an ongoing process and the proposals are not yet 
finalised. We welcome SEW not rushing the next stage 
and abandoning their collaborative approach to meet the 
September 3 business plan deadline. The company will 
be feeding back to those who have participated in 
engagement so far. This will be a further opportunity to 
explain any decisions and trade-offs made, hone 
proposals and outline a roadmap and proposed strategy 
for delivery. The CCG will scrutinise the degree to which 
this happens effectively in practice and would be happy to 
feedback to Ofwat.
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Outcomes, performance commitments 
and ODIs 

Overview 

SEW has proposed six measures covering vulnerability. 
Four are related to non-financial vulnerability. 

The PCs are: 

 Household customers receiving non-financial 
support  

 Satisfaction of household customers who are 
receiving non-financial support 

 Satisfaction of stakeholders in relation to 
assistance offered by SEW 

 Satisfaction of household customers on a 
vulnerability scheme during supply interruption 

The CCG is assured that there is a strong link between 
the non-financial vulnerability outcomes and customer and 
stakeholder priorities. However, there has been no 
engagement on the outcome definitions beyond the CCG 
(outstanding challenge).  

SEW attempted to engage with vulnerability stakeholders 
on their performance commitments around vulnerability as 
part of the co-creation vulnerability strategy process, but 
in practice there was insufficient time to have a 
meaningful conversation as the event focussed on 
vulnerable customers and their service needs instead.  

Only one piece of feedback was garnered relevant to 
vulnerability performance commitments – namely, that 
groups preferred a focus on the number of customers on 
the PSR rather than a target based on the number of 
customers actually receiving services under the PSR. This 
was because they liked the idea of people being on the 

PSR, just in case there was a problem e.g. during an 
interruption.  

That said, SEW has been very transparent with the CCG 
in how it has selected the performance commitments and 
their definitions and equally open to challenge on these 
areas. As a result of robust CCG challenge two new 
performance commitments were introduced – the 
vulnerable customer stakeholder satisfaction measure 
and the measure to help protect customers during 
planned and unplanned interruptions. In addition, all PCs 
were made more stretching.  

The CCG also welcomes the balance of the performance 
commitments that measure outputs, e.g. numbers on the 
PSR alongside its customer satisfaction measures which 
are more outcomes-based.  

As noted, in practice the CCG is split as to whether SEW 
should have financial ODIs or reputational ones as 
proposed for customers in vulnerable situations.  

SEW’s quantitative research indicated that the majority of 
customers (63%) support SEW having an outperformance 
payment on PCs relating to customers in vulnerable 
circumstances, and the option with the most support 
(54%) was outperformance payments that are ring fenced 
with money reinvested back into services to support 
vulnerable customers. The research question posed was 
framed such that customers were told that the additional 
funds would be covered by a small increase in bills 
(illustration used – up to £1 per household per year). SEW 
has proposed that all its vulnerability PCs are 
reputational-only given the relatively low levels of support.  

We recognise that there was not strong support for SEW 
being rewarded for delivering improved service for 
customers with additional needs and we note the 
company’s comment that it “did not feel right as a 
responsible business to be potentially collecting rewards 

in this area”. However, some CCG members query if there 
is sufficient incentive for South East Water to make 
improvements in this area. It is also an area where the 
company should have a reliable baseline.  

Household customers receiving non-
financial support 

Definition 

This measurement proposes annual reporting of the total 
number of customers on the PSR receiving non-financial 
support.  It excludes PSR sign-ups obtained via the 
current water/energy data sharing initiative. 

Customer support 

SEW’s co-creation research indicates that increasing the 
number of customers on the PSR is a priority for 
grassroots organisations working with and representing 
vulnerable customers. It also reflects wider good practice. 

Alternative outcomes/measures 

The CCG scrutinised potential alternative outcomes linked 
to issues raised by customers and stakeholders. These 
included those related to customer awareness of the PSR 
and monitoring the number of customers in receipt of 
different services as opposed to simply on the Priority 
Services Register. The advantages and disadvantages 
are outlined in our CVSG outcomes note. 
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Challenges - the measure 

The CCG raised a number of concerns about the 
proposed measure which SEW has committed to address 
in its wider reporting framework: 

 The proposed measure did not incentivise a sufficient 
emphasis on the quality of PSR data.  This is a 
particular area of weakness for SEW (see p.97) 
which needs to be addressed.  

 Experience from the energy sector suggests that a 
focus on numbers can incentivise unintended 
behaviour e.g. a number of energy suppliers 
automatically put all over 65s on the PSR regardless 
of their situation or circumstances.   

 Some areas of vulnerability may also be easier to 
identify than others e.g. linked to above, identifying 
age is easier than recording mental health or more 
transient vulnerability risk factors. It is important that 
all kinds of vulnerability are captured across the 
whole geographic area. 

 The PC does not encourage SEW to update its data 
– taking customers off the PSR when necessary e.g. 
when health has improved or children grow up.    

To address these concerns, SEW has committed to report 
on the following alongside this PC:  

 the number and types of different services delivered 
in practice to customers with additional needs;  

 a breakdown of numbers on the PSR by additional 
needs - to ensure a focus on all kinds of vulnerability 
not just low handing fruit  

 PSR movement (those going on and off the PSR).  

In addition, SEW needs to explain how it will clearly 
communicate this measure. There is the potential for 
confusion when reporting this. Comparison with other 
water companies would also require understanding the 

relationship between numbers on the PSR and numbers 
of underlying customers. For instance, a measure based 
on numbers on the PSR per 10,000 connections would be 
useful.  

Performance commitment 

Baselining 

In addition we challenged the company’s baselining for 
the PSR PC. In the figures the company reported to 
CCWater for 2017/18 SEW said there were some 28,530 
customers recorded on its PSR as eligible for non-
financial services. The company had seemingly therefore 
presumed a drop of 7,530 customers on the PSR between 
now and 2020/21 despite data sharing with energy 
companies.  

Having reviewed the data provided by SEW to CCWater, 
it seems that SEW’s PSR numbers included both financial 
and non-financial support.  The company subsequently 
told us that it currently has 9,325 customers on the PSR 
for non-financial support. The rest are in fact down as 
eligible for financial support (though there is a 5% overlap 
between the two groups).  

In its Outcomes Appendix SEW says “We have reviewed 
comparative information within the water industry that 
shows we are currently upper quartile performers.” In 
practice, taking into consideration this true picture of the 
number of customers receiving non-financial support, we 
estimate this could put the company 10th in the water 
sector rankings for the PSR, assuming other companies 
have not also included both financial and non-financial 
support in their self-reported figures. We’ve flagged this 
issue with CCWater who will hopefully clarify with the 
companies what they are meant to be reporting on and 
publish SEW’s relative industry position in the near future.    

How stretching? 

We also challenged the company to provide a more 
stretching target than originally proposed. SEW 
subsequently significantly increased their target. Our 
challenge was for a number of reasons including: 

 The opportunity for a step change in activity – 
SEW’s promotion of PSR services to date has been 
ad-hoc and arguably ‘basic’ relative to best practice 
approaches, with no recording of where PSR sign-
ups come from (see p.95). There is a significant 
opportunity for the company to be more strategic, 
targeted and innovative as illustrated by good 
practice in other water companies and wider utilities, 
and SEW has the willingness to pay from customers 
to deliver this. The British Standards Institute (BSI) 
also identified better promotion of the PSR on 
existing materials and dedicated campaigns as an 
area for SEW’s development in its independent 
assurance review. Staff feedback and external 
consultants indicated that opportunities to record 
customers additional needs are being missed. In 
addition, third sector organisations expressed a 
willingness to work in partnership with SEW to help 
passport vulnerable customers onto SEW’s services, 
in particular if appropriate costs incurred with this 
activity are covered.  

 SEW’s performance relative to energy companies 
- Data from the energy industry, while not directly 
comparable, provides a useful benchmark indicating 
that significant improvements are still possible. 
Ofgem’s Vulnerable Customers in Energy Retail 
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Markets report21 highlights an increase of numbers 
on the PSR of 30% for gas suppliers and 36% 
increase for electricity suppliers in 2017 alone. On 
average larger energy suppliers have around 25% of 
their customers on the PSR, and small and medium 
energy companies – those with less than 250,000 
customers around 6%. 

 SEW’s performance relative to likely need – 
SEW’s vulnerability mapping suggests there is 
significant unmet need. Given customers willingness 
to pay for support we expected to see a greater level 
of commitment than that originally proposed. 

 Their data sharing initiative with the energy 
sector – which is due to take effect in 2020 – which 
will provide a windfall of PSR sign-ups. Due to the 
uncertainty over how many customers may be able to 
be registered on the PSR as a result of this initiative, 
SEW agreed to base the target on the number of 
customers who it directly signs up, not those signed 
up due to the current energy industry sharing 
initiatives. We think this is a reasonable response.  

 

 

                                                 
21 
https://www.ofgem.gov.uk/system/files/docs/2018/06/ofgem_vulnerability_r
eport_2018.pdf -  p.7 and 8 

 The Digital Economy Act – which should facilitate 
data matching of customers in receipt of certain 
benefits between local and national government and 
water companies. 

 Double counting - There would be some degree of 
double counting between the proposed measures for 
financial and non-financial support given the link 
between financial and non-financial vulnerability. E.g. 
if the company signs someone up for the social tariff, 
they have the opportunity to also check their wider 
additional needs at the same time.  

In addition, we challenged the projected sign-up rate 
relative to experience in the energy industry and the 
company’s own experience. Ofgem reports an increase in 
PSR sign-ups year on year for large energy suppliers 
since 2007 - though small and medium supplier numbers 
while they have increased overall have tended to vary 
year on year as quality assurance has improved and 
figures are adjusted. This is reportedly as “suppliers are 
getting better at identifying vulnerability and registering 
these customers on the PSR22”.  

22 
https://www.ofgem.gov.uk/system/files/docs/2018/06/ofgem_vulnerability_r
eport_2018.pdf  - p.8 

Revised PC targets 

We welcome SEW’s ambition to be “a leading company” 
in this area. If the company is in practice closer to mid-
table compared to other water companies, this will require 
a significant step change in activity.  

The company’s 2020 baseline of 21,000 reportedly takes 
into consideration the ‘windfall sign-ups’ from data-sharing 
with energy companies and any increase in PSR sign-ups 
between now and 2020. We’d encourage Ofwat to 
compare water companies’ different assumptions of how 
many PSR customers are expected to be transferred as a 
result of the water/energy data sharing initiative in 2020 
and subsequent years.  

SEW’s proposed 2024/5 target of 60,000 excludes those 
non-financial PSR sign-ups acquired via data-sharing. We 
understand that SEW estimates that an additional 50k 
sign-ups will be acquired by data-sharing by 2025 or 10k 
per annum. Given that it has 914,00 HH customers (in 
2025) in total then it is anticipating having 110k customers 
or 12% of its total customer base on the non-financial 
PSR by this date . This remains relatively modest 
compared to energy sector benchmarks outlined 
above.  As noted while the company has consulted 
“internal experts” on what is stretching it has not consulted 
wider relevant stakeholders. 

We do not know how many customers SEW expects to 
have in 2040 on its PSR in total including energy industry 
data sharing and what proportion of its customer base 
overall that represents. That makes it hard to draw 
conclusions on how stretching it is. We’d encourage 
Ofwat to understand those assumptions. Certainly we’d 
expect SEW to have at least 25% of its customers on the 
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PSR by that date. Particularly given the introduction of the 
Digital Economy Act which facilitates data matching 
between local and national government and water and 
energy companies.  

On balance the CCG has mixed views on how stretching 
the 2025 target is. On the one hand: 

 The PC represents an increase of 45,000 PSR sign-
ups from 2020-25 (15,000 in 2019/20 to 60,000 in 
2024/25). This is a significant rise in percentage 
terms on the company’s 2020 baseline (300%) and a 
543% increase compared to where the company is 
now (2017/18).     

 It could also be argued that energy companies are 
likely to have already identified the relatively ‘low 
hanging fruit’ in terms of PSR sign-ups and that 
therefore reaching the remainder will be more 
challenging.   

 In addition, SEW has not always been at the 
vanguard in recording and promoting the PSR 
services so needs an achievable target to be 
incentivised to improve. 

On the other hand this PC doesn’t seem ambitious if you 
consider: 

 South East Water’s own vulnerability mapping 
suggests a high unmet need in South East Water’s 
area and its freeze/thaw incident lessons learned also 
identified relatively high numbers of people that were 
in need but were not already on the PSR. 

 The increase in vulnerability needs codes as a result 
of a more risked-based approach to vulnerability, in 

                                                 
23 
http://www.sustainabilityfirst.org.uk/images/publications/inspire/Energy%20

practice means there are more additional needs that 
can now be recorded on the PSR. 

 There is significant scope for SEW to do more in this 
area. Customer research has demonstrated that 
awareness of the PSR and its non-financial support 
services among SEW customers and stakeholders is 
low and the company does not have a good track 
record of promoting, identifying and recording 
vulnerability (see below). The company’s business 
plan proposals including its new partnerships 
approach should result in a step change in impact for 
customers. Western Power Distribution for example 
reported a 46% increase in its PSR sign-ups in 
2016/17 in part as a result of mapping its 
stakeholders and establishing strategic partnerships. 
SEW is undertaking both of these activities23. 

 Customer’s willingness to pay, which is seemingly 
higher than the proposed investment in this area. 

 The company has made the assumption that there 
will be a 20% overlap between customers receiving 
financial support and those on the PSR – so there is 
some degree of double counting permitted under this 
approach. 

 The year on year increases proposed 40% (year 1), 
38% (year 2), 38% (year 3), 25% (year 4) and 20% 
(year 5). It is unclear why sign-ups would start to 
decrease at the end of the five year period when the 
company should have become more adept at 
identifying those with additional needs and 
partnerships are established.  

for%20All-%20Innovate%20for%20All%20(summary).pdf 
[sustainabilityfirst.org.uk] p.34 

Overall satisfaction of customers with 
non-financial support from SEW 

Definition  

 The PC for satisfaction of household customers who 
are receiving non-financial support is reported 
annually and is reputational only. 

 Consistent with SEW’s wider satisfaction measures, 
this PC captures customer satisfaction out of 5.  

 Customers surveyed are those who are registered on 
the Priority Services Register (those who have 
registered in the current year or in previous years) 
and those who have applied during the current year 
but were unsuccessful in their application. The survey 
can be completed by a customer representative. 

Commentary on approach 

 The CCG is mindful of the limitations of this target 
group given the low numbers of customers on SEW’s 
PSR relative to the likely numbers ‘eligible’ for PSR 
services in SEW’s area. We have challenged SEW 
therefore to consider how they can capture the 
experience of customers with additional needs who 
may not want to or are not on the PSR as part of their 
wider vulnerability strategy and performance 
monitoring framework, eg. by the use of mystery 
shopping. The need for this was highlighted by the 
freeze-thaw incident as that located significant 
numbers of customers in vulnerable circumstances 
who were not registered ion the PSR. 

 The measurement will be based on a single question 
that asks customers to score their overall satisfaction 
level. At the CCG’s request, SEW will also capture 
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the reasons for the customer’s satisfaction rating so 
that they can draw lessons from this.  

 It’s welcome that it’s an easy metric for customers 
and stakeholders to understand.   

 This PC was not tested with third sector organisations 
working with or representing customers with 
additional needs beyond those in the CVSG – 
CCWater and Citizens Advice. We have an open 
challenge for SEW to engage more widely on these 
PCs and not to substitute the CCG’s views for those 
of customers and stakeholders. 

                                                 
24 
http://www.sustainabilityfirst.org.uk/images/publications/inspire/Energy%20
for%20All-%20Innovate%20for%20All%20(summary).pdf P.36 

Performance commitments and ODIs 

 SEW has used a customer survey to set the baseline 
for this measure. 

 Having the target for customer satisfaction by the end 
of the AMP the same as for satisfaction of household 
customers seems in line with customers wanting to 
ensure that customers with additional needs get 
access to the same service but not a gold plated 
service. 

 SEW says it does not have comparative data 
available for this measure as other companies do not 
report against this PC. However other utilities such as 
energy companies report on vulnerable customer 
satisfaction and this could provide a benchmark as to 
‘the art of the possible’.  

 We have an outstanding challenge related to this: 
SEW to speak to energy utilities to find out what their 
PSR vulnerable customer satisfaction rates are and if 
there is any propensity for this segment/s to either 
higher or lower satisfaction rates. 

 SEW is about to undertake a data cleansing activity 
where it proactively contacts customers – if this is 
carried out well we would expect to see a surge in 
customer satisfaction. Western Power Distribution’s 
data cleanse reportedly resulted in customer 
satisfaction rates of 9.04 out of ten24. 

Satisfaction of stakeholders in relation 
to assistance offered by SEW 

Definition 
 The PC on satisfaction of stakeholders in relation to 

assistance offered by SEW is reported annually and 
is reputational only. 

 Consistent with SEW’s wider satisfaction measures, 
this PC captures customer satisfaction out of 5. 

Commentary on approach 
 This PC was introduced following CCG challenge. It 

reflects grassroots organisations priority for SEW to 
improve its partnership working with those 
representing and working with customers with 
additional needs. 

 In order for this PC to be effective, SEW will need to 
maintain up to date stakeholder mapping and ensure 
that stakeholder contacts with relevant experience 
are engaged. It should therefore act as a tool to 
incentivise and monitor effective partnership working. 

 SEW has yet to undertake the survey needed to set 
the baseline for this PC. 

 We are pleased that the target for satisfaction by the 
end of the AMP is at least the same as for 
performance commitment for segmented Satisfaction 
of household customers. 

 Based on SEW’s other customer satisfaction 
measures and in the absence of additional evidence 
at this stage, we have no reason to believe that this 
target isn’t stretching. 

 We support SEW’s proposal that this is a reputational 
ODI.  
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To what extent are proposals efficient, 
effective and targeted? 

In assessing its vulnerability test for the business plan, 
Ofwat will take into account evidence provided by the 
CCG that the company’s approach is targeted, efficient 
and effective.  

The CCG has developed a framework for assessing 
South East Water’s vulnerability proposals for PR19 using 
available best practice from Ofwat, Citizens Advice, 
CCWater, UKRN, Money Advice Trust and Sustainability 
First. It is made up of eight foundational pillars or 
processes that we would expect a good-practice water 
company to have in place to demonstrate its activity to 
support customers in vulnerable situations is well-
targeted, efficient and effective.  

The pillars include consideration of the Ofwat vulnerability 
tests of:  

 How well companies have used good-quality data to 
understand their customer and identify those 
circumstances that make them vulnerable; and  

 How well they engage with other utilities and third-
party organisations to identify vulnerability and best 
support those who are in circumstances that make 
them vulnerable. 

In order to assess the likely effectiveness of business 
proposals, we have also considered company 
performance today.

Good practice – eight key pillars 
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1. Horizon scanning – understanding 
vulnerability today and in the future 

It is important that SEW has a strategic understanding of 
who its vulnerable customers are, where they are, and 
can identify and respond to changing needs. This is to 
ensure services are well planned and targeted for both 
customers today and in the future. 

Vulnerability mapping 

In June 2017 the CVSG challenged South East Water to 
follow best practice in the utility sector and strategically 
map vulnerability in its region with as much granularity as 
possible25. This was to help ensure the company 
understood the nature, level, and distribution of different 
vulnerability risk factors in its area. Progress was very 
slow to start due to lack of in-house expertise and 
vulnerability understanding, but the company took a 
number of positive steps. It: 

 Met with Western Power Distribution and spoke with 
Scottish and Southern Energy Networks (SSEN) 
(CL86), which had developed award-winning 
vulnerability mapping tools as recognised by UK 
Regulators Network to understand their approach; 

 Spoke with the Centre for Sustainable Energy, which 
has evaluated vulnerability data sets for a number of 
utility companies to understand their approach 
(CL17); 

 Had discussions with the energy network UKPN and 
SSEN, with whom they share customers, to explore 
opportunities for sharing information;  

                                                 
25 http://www.ukrn.org.uk/wp-content/uploads/2017/10/Making-better-use-
of-data-identifying-customers-in-vulnerable-situations.pdf 

 Started to explore free publicly available data sets 
e.g. from the Office of National Statistics (ONS), 
Ministry of Housing, Communities and Local 
Government Indices of Multiple Deprivation and 
council-level data – and bought Experian and Mosaic 
data to enhance their evidence base.  

 Identified and started to pull together what data it held 
as part of business-as-usual operations e.g. mapping 
geographical distribution of the PSR against areas of 
highest need/mapping social tariff distribution against 
areas of deprivation;  

 Developed a vulnerability dashboard, to share 
information. We are not aware of any other company 
doing this. 

While SEW was able to amass a lot of information, it 
struggled to turn the large volume of data into actionable 
insights. In addition, there are a number of areas that 
have not yet been captured including more transient 
vulnerabilities such as mental health. 

PR19 proposals 

The positives 

For PR19 SEW has made two important commitments to 
address these weaknesses: 

a) Develop an Integrated Vulnerability Mapping Tool. 
This innovative tool builds on best practice in the 
utility industry. It is intended to overlay unlimited data 
sets including both in-house and external information. 
This will enable the company to identify and better 
understand the nature, scale and distribution of 
vulnerability in their region including: 

o Better target PSR services and wider support 
o Improve the prioritisation of help e.g. during 

water cuts  
o Identify changing needs, and ensure services 

are fit for purpose 
o Better forecast and target where help is most 

needed 
o Set performance targets that better meet local 

vulnerability needs  

SEW has promised us this will be an organisation-wide 
interactive tool that will be automatically updated as data 
becomes available; 

b) Develop a Consumer Insights Team so that SEW has 
the necessary in-house consumer analytics skills, 
including expertise on vulnerability, to maximise 
learning from its data. 

The CCG strongly welcomes these two proposals, which 
are expected to be put in place as soon as possible. 
These should help ensure that SEW has strong 
foundations upon which to deliver a well-targeted 
vulnerability strategy.  

Understanding future need 

Alongside strategic vulnerability mapping, the CVSG also 
challenged South East Water to carry out some horizon 
scanning to better understand wider social, political, 
economic, technological, legal, and environmental 
changes that were likely to happen in the South East 
region. This is to identify any future changes that might 
impact vulnerability – both opportunities, due to positive 
change, and risks: for example, the rollout of welfare 
reforms could lead to payment difficulties for some 
customers; changes to local council-run support schemes 
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may make customers more or less resilient; demographic 
change could increase the need for certain services such 
as language services. 

As SEW recognises, progress in this area is still “in its 
infancy”. However, encouraging steps were made. In 
particular the company:  

 Held workshops with grass-roots organisations 
working with and representing vulnerable customers, 
which helped identify a number of local changes and 
potential data sources (ref CAG workshops – CAG 
Consultants: Stakeholder Engagement Report); 

 Commissioned a basic desk research review (ref 
Vanessa Northam’s Vulnerability Solutions report, 
using Steve Brown data) which identified some high-
level trends e.g. step changes in aging population, 
increases in dementia. 

PR19 proposals 

SEW has committed to build on this work and annually 
review its understanding of customers in its region and 
changes that could impact future service needs. This is 
welcome, but horizon scanning needs to look beyond 
socio-demographic trends to understand wider changes in 
the South East Region that could impact vulnerability e.g. 
local council policy changes. 

2. Know your stakeholders/partners 

In order to have effective and strategic partnerships in 
place, the company needs to have a good understanding 
of the key organisations in its area supporting and working 
with customers with additional needs, along with those 
organisations’ priorities and how they want to work with 
SEW. 

Stakeholder mapping 

The company had an out-of-date stakeholder list that had 
developed organically through individual contacts. 
Following CCG challenge, SEW has taken welcome steps 
to more systematically map its stakeholders – looking 
beyond its existing contacts to a wider range of 
organisations. It has updated its stakeholder lists, and 
started to think more strategically about its partnership 
activity. 

Anecdotally we understand that those organisations that 
have an existing relationship with South East Water are 
generally positive about the experience. However, South 
East Water’s 2018 Stakeholder Perceptions Audit did not 
have sufficient granularity of vulnerability organisations to 
provide evidence of this. 

The vulnerability stakeholder mapping, while still evolving, 
ensured that a wider range and a greater number of 
vulnerability organisations were represented in the 
company’s co-creation engagement activity (see 
Appendix 1: Engagement) than would have been the 
case. 

Grass-roots organisations’ views 

SEW’s engagement with grass-roots organisations as part 
of the co-creation of its vulnerability strategy has provided 
useful insight into potential partners’ priorities and their 

perception of customer needs. It identified a real 
willingness by many grass-roots organisations to work in 
partnership with the water company.  

However, it flagged the significant and increasing 
resource barriers (time and money) many groups are 
facing to working with water companies, particularly 
multiple water companies who are not co-ordinated.There 
is also a strong feeling that the relationship between SEW 
and grass-roots organisations should offer benefits in both 
directions and not just be SEW expecting something from 
them.  

Groups also made a number of suggestions, which the 
company has committed to act on, to improve 
communication with SEW and build an ongoing 
relationship beyond the vulnerability strategy 
engagement. 

PR19 proposals 

Positives 

 Vulnerability Stakeholder Manager – We have 
grounds for optimism that there will be a step change 
in the targeting and effectiveness of the company’s 
partnership working given the proposal to appoint a 
new Vulnerability Stakeholder Manager, and the 
partnerships toolbox approach. The proposed 
appointment of a Vulnerability Strategy Team 
recognises the significant resource involved in 
developing and maintaining effective partnerships 
and keeping stakeholder information up to date. 

 Stakeholder Satisfaction Measure – SEW’s 
vulnerability stakeholder satisfaction performance 
commitment should incentivise a new focus on 
meeting grass-roots organisations’ needs and a 
useful cross-reference point to customers views. 
While the measure scored out of five is based on a 
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single question, following CCG challenge, the 
company will also collect the reasons for the score. 
This should enable the company to constantly learn 
and improve.  

 Resources – SEW’s proposal to automatically pay 
local groups’ expenses for attendance at their 
meetings and to support joint initiatives and provide 
funding to schemes that are mutually beneficial, is an 
important step to help overcome local organisations’ 
barriers to engagement. In addition, the company’s 
Community Chest Fund will be retargeted to become 
a Community Innovation Fund. This was an idea that 
developed following South East Water viewing the 
Chair’s interview during the #SparkInnovation 
campaign. The fund will be used to support 
community organisations to test and learn and 
innovate themselves. This is something that is often 
difficult for small charities and community groups to 
achieve as traditional funding opportunities often 
expect specific project or capital funding. This new 
approach is an innovative way to support the local 
community that South East Water serves. 

Areas for development: 

 Culture shift – For the company to genuinely embed 
co-creation will require a culture shift and a respectful 
and sensitive consideration of potential partners’ 
time. SEW will need to carefully explore and consider 
how grass-roots organisations want to be engaged 
with and provide a choice of approaches to meet 
different organisations’ needs, e.g. SEW proposes to 
introduce a self-serve partner portal – this is not yet 
supported by evidence and will need to be tested with 
stakeholders alongside a range of other options.  

3. Know your customers – their 
priorities and needs 

Water companies need to have mechanisms in place to 
understand customers’ additional needs and the 
challenges they are facing, not just during the price review 
process for the development of the business plan, but on 
an ongoing basis. This is so that timely improvements can 
be made to service, including support. 

Current evidence base 

SEW carried out a proportionate programme of bespoke 
customer research to a) inform its business plan 
proposals b) to understand priorities for its vulnerable 
customer strategy and c) to build its evidence base. While 
the customer findings summarised in Appendix 1 come 
from a relatively small number of customers, the findings 
largely reflect and can be supported by wider consumer 
vulnerability research and the views shared by 
stakeholders. We particularly welcomed SEW including 
their frontline staff in this process. We take the two main 
customer outcome areas - protection and accessibility - in 
turn below. 

Protection including water interruptions 

Performance: 

 The company has significantly increased its 
understanding of vulnerable customer experiences 
and needs during a water outage, thanks to the 
qualitative research it undertook with PSR customers 
impacted by the freeze/thaw incident in March. This, 
alongside its incident lessons learned analysis, is 
directly informing its innovative resilient customer 
proposals and improvements in its emergency 
planning approach for vulnerable customers (Ref 
Freeze/thaw – CCG request for information); 

 However, SEW has not yet engaged effectively with 
customers about the wider support they might need 
to feel or be safe during more routine operations such 
as home visits.  

 The company’s protective services approach is 
largely in line with standard water sector practice. 
However, field staff engagement highlighted 
problems with the password schemes (CVSG 8/4 and 
CAG Consultants: Stakeholder Engagement Report). 
This area is particularly important given the 
company’s welcome proposal to undertake a 
programme of ‘home water visits’ for vulnerable 
customers to improve resilience and affordability.  

PR 19 proposals 

Positives 

 Ongoing customer feedback – While the company 
routinely carries out lessons-learned exercises 
following significant incidents, pre March 2018 it did 
not routinely capture the experiences of customers in 
vulnerable situations as part of its reviews. SEW’s 
new protection customer satisfaction performance 
commitment will incentivise a new focus on 
vulnerable customer experiences during both planned 
and unplanned water cuts that can immediately 
inform and drive service improvements. This is a very 
positive step; 

 Ongoing insight – the proposed integrated mapping 
tool will be an organisation-wide tool that can provide 
a real-time strategic picture of vulnerability. This can 
be used to improve vulnerable customer resilience, 
e.g. informing the prioritisation of network 
investments in areas with high numbers of vulnerable 
customers who are less resilient to problems; 

 Resilient customers – SEW’s innovative resilient 
customer concept is also very welcome, recognising 
some key triggers of vulnerability. If well implemented 
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it should be both efficient and effective, helping to 
prevent harm as well as ensuring the company is 
better prepared when things go wrong. It recognises 
that customers often do not see themselves as 
vulnerable, or at risk, and can underestimate the 
need for services until something goes wrong. The 
approach reflects a strong theme vocalised in wider 
qualitative research that customers want information 
and control so they can better handle things for 
themselves; 

 Non-household vulnerability – following feedback 
from the Environmental Focus Group (CCG8/4), and 
customer concerns about the impact of service 
interruption on businesses (ref Appendix 1: 
Engagement), the CCG challenged SEW to consider 
how it could better support non-household 
vulnerability. In particular for care homes, hospitals, 
schools and businesses with livestock/animals, etc. 
We are particularly pleased therefore that it has 
extended its resilient customer concept to the NHH 
sector; 

 Nominee scheme – SEW’s commitment to expand 
and improve its nominee scheme works is welcome. 
The CCG has challenged the company to consider 
best practice such as BT’s Power of Attorney and 
Protective Services schemes and to work with carers, 
including those in their own organisation, in 
developing its nominee scheme approach (CL78); 

 Carers – Following CCG challenge (CL14) SEW has 
recognised the need to improve engagement with the 
carers community (which was a notable gap in the 
business plan engagement) – including gaining a 
better understanding of their priorities and needs. 
This is particularly welcome as the region has a 
higher than average older and ageing population, 

                                                 
26 For example, Uber enables customers to track visitors coming to their 
homes on their mobile phones, check their face and name against a photo 

with a potentially higher and growing number of 
carers. 

Areas for development/consideration: 

 Communication – While the resilient customer 
concept helps to address problems raised by 
customers and stakeholders, it has not been 
developed with them or tested with them. 
Stakeholders attending the company’s Bewl reservoir 
event on May 5, 2017, the only place we are aware it 
has been mooted, seemed a bit confused by the 
concept, suggesting further engagement with 
customers will be needed to develop a package that 
resonates with the public; 

 Co-create solutions – linked to above, we strongly 
recommend that the company co-creates the 
resilience services it offers to vulnerable customers 
and its wider emergency approach with relevant 
customers and stakeholders. There is a risk that 
solutions proposed to the needs identified, despite 
the best intentions, will not meet customer 
requirements. Resilience should be a South East 
Water co-creation workstream for PR19, particularly 
given the company’s recent failings in this area, and 
an approach that is developed with Thames and 
Southern and water retailers; 

 Home visits pathway – the company needs to engage 
with customers to develop a home visit pathway that 
minimises possible anxiety and risk caused by home 
visits and maximises peace of mind. While not out of 
step with the water sector, the services SEW offer are 
out of step with many customers’ expectations and 
technological innovation26. The CCG recommends 
this as future co-creation workstream which should 

and information pre-provided, and track when they are arriving and their van 
licence plate number for safety and peace of mind. 

join up with work with local police to prevent doorstep 
scams; 

 Sharing knowledge – In line with Ofwat’s 
recommendation27 the CCG has also challenged the 
company to demonstrate how it will work with other 
water companies to share the consumer research 
they have in this area. This would be a cost-effective 
use of resources especially as qualitative research 
with hard-to-reach groups is expensive; 

 Community vulnerability strategies – the CCG cannot 
provide any assurance around SEW’s approach or 
involvement in local resilience forums, customer 
safeguarding and community vulnerability strategies 
as recommended by CCWater. We have not seen 
any evidence positive or negative on the efficiency, 
effectiveness and targeting of these approaches in 
these areas. 

 

27 (ref Ofwat freeze/thaw report: Link to Ofwat documents: 
https://www.ofwat.gov.uk/out-in-the-cold/ and https://www.ofwat.gov.uk/wp-
content/uploads/2018/06/18-06-15-Letter-to-South-East-Water.pdf) 
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Accessibility of services  

There is customer support for ensuring all customers can 
easily communicate with their water company and are not 
at a disadvantage in accessing services due to their 
personal characteristics or situation. This is also in line 
with disability legislation requirements. 

Historically the company has provided standard water 
sector PSR communication services for those with 
additional needs, e.g. offering communications in large 
print or braille, knock and wait28, nominated contact, 
talking bills and help to understand bills, Minicom, moving 
the meter if the customer cannot read it, etc29.  

Following CCG challenge, SEW has started to 
systematically map vulnerable customer journeys – i.e. for 
key customer activities such as paying a bill, moving 
house, advice on water usage – the company considered 
different vulnerability risk factors and sought to walk in 
customers’ shoes to assess where they might face 
barriers due to the design of its service. So far the 
company has looked at six main customer journeys 
(which span multiple departments) and activities and in 
the process identified 23 gaps in service. The business 
will work to resolve these areas as a high priority and plan 
to engage with appropriate third-party organisations to 
gain extra support and an external view around the 
customer experience. 

Over the last year SEW has taken further steps to 
improve access: it introduced Recite Me30 to improve 
website accessibility; it set up a new ‘Anything you’d like 
to tell us’ field within the struggling to pay form;  following 
CCG Challenge it set up a register of staff who speak a 

                                                 
28 Knock and wait is where the person visiting the household waits a bit 
longer before leaving. Not exactly rocket science but particularly useful for 
customers with mobility problems who might take a while to come to the 
door.  
29 CCWater Priority Services Progress Review, February 2018 

different language as a more immediate and cost-effective 
alternative to booking a translator31 (to date it has 
received two communications in Spanish that have been 
translated and responded to, including a South East 
Water Spanish language speaker visiting one customer 
alongside the CCT); and is exploring using Text Local, a 
two-way text service which it became aware of following a 
visit to Western Power Distribution.  

Following CCG challenge the company is, we understand, 
on track to be the first water company to be certified to the 
BSI 18477: 2010 Standard for Inclusive Services. It 
appears many others claim to have the accreditation but 
according to BSI they are not confirmed by product 
certification. These are all welcome steps. 

Well-trained staff can remove barriers to access. SEW 
has a 24-person dedicated vulnerable Customer Care 
Team, which includes two field staff. Two members of 
staff are trained with young people and autism. All staff 
have had dementia and Samaritans training, and are 
Dementia Friends (CVSG 6/6 and 7/5). There is an open 
challenge for SEW to demonstrate the effectiveness of its 
training. 

There is a deliberate policy of recruiting staff with life 
experience and soft skills to their Customer Care Team, 
which is good practice. Indeed, qualitative feedback from 
customers referenced employees’ compassionate 
approach (ref CAG report: CAG Consultants: Stakeholder 
Engagement Report), which helped to minimise barriers to 
engagement such as embarrassment. 

SEW’s 12-person outreach team is very active in the 
community with 236 events undertaken. In the past 12 

30 Key features include ability to change the font and font size, colours, only 
viewing certain sections of the screen at one time, look up words, change 
language, select text for audio translation, magnifying glass to enhance. 
31 SEW has 16 employees so far with linguist skills in many languages 
including Russian, Cantonese, Tamil, Spanish, French and German. It also 

months the company reports it has also made 20,262 
home visits providing face-to-face support and advice. 
This helps to complement the rollout of the online self-
serve My Account. The team has the flexibility and 
autonomy to tailor services to customer need32 e.g. 
customers can request to see the same person and can 
state if they prefer a man or a woman. Customers are 
referred to the Customer Care Team from other parts of 
the business including operations and external 
contractors. 

SEW’s business plan vulnerability research, while not 
focussed specifically on this area, highlighted a handful of 
accessibility barriers faced by customers. These include: 
difficulties understanding bills; language barriers for field 
staff with some non-English speakers; ID cards not in 
large print or braille; the cost of calling in and waiting on 
hold for customers not aware of the company’s call back 
service; problems with the nominee scheme (above); 
requiring a doctors stamp or ID to access financial support 
schemes (below); and barriers to customers without 
internet accessing information including in emergencies. 
This feedback has driven many of the proposals in the 
business plan. 

has the employees’ personal contact details should this requirement be 
after hours. 
32 Sustainability First - Energy for all - Innovate for All report p.26 talks 
about the importance of staff having the knowledge and confidence to 
care.  
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PR19 proposals 

Positives: 

 Choice of services – the company’s commitment to 
work with customers with additional needs to 
understand and offer services that best work for them 
is particularly welcome. The CCG has challenged the 
company to understand what services customers 
really want and to explore best practice. SEW’s 
minicom service, for example, has reportedly not 
been used in the last twelve months so does not 
appear to be a service that customers value; 

 Tell me simply – we strongly welcome the intention of 
the company’s ‘Tell Me Simply’ proposal and 
commitment to “work with our stakeholders and 
specialist suppliers to ensure that all customer 
communications are clear through schemes like 
‘Crystal Mark’”. Customer feedback and a CCG 
review of a selection of communications indicates a 
real need in this area. For example, the Water 
Resources Management Plan 2014 information 
booklet is font size 8, and littered with technical 
terms. We would recommend SEW consider an 
organisation-wide ‘design for all’ approach. This 
would be best practice; 

 Use of innovation – The commitment to consider, in 
partnership with customers, more innovative 
technologies is very welcome and should help to 
improve effectiveness and efficiency. For example, 
Robobraille33 may be a cheaper alternative to current 
braille suppliers; SignVideo34, a more customer-
friendly and cost-efficient solution for customers who 
do not communicate in English, including those using 
British Sign Language; 

 Freephone service – the company’s proposal for a 
dedicated freephone telephone number for all its 

                                                 
33 http://robobraille.org/ 

customers on the PSR, including those accessing 
financial support, is in principle welcome. However, 
given the low number of customers on the PSR 
relative to need, and the likely number of non-
financial PSR customers not in financial difficulty 
(indeed, only 5% of the PSR customers are also 
receiving financial support), we query why this is not 
offered to all customers. 

Areas for development/consideration: 

 Inclusive design – the most efficient and effective way 
to ensure access is to adopt an organisation-wide 
‘design for all’ approach, not just for communications 
but for all products and services, e.g. Barclays’ seven 
principles of inclusive design35. This helps to ensure 
that mainstream services are as accessible as 
possible to as many customers as possible. This 
should improve service for all customers (plus not 
singling them out as different) and reduce the needs 
for more bespoke services (which are often higher 
cost). This is particularly important in SEW’s region, 
given the relatively older and aging population; 

 SEW’s Vulnerability Dashboard, while in need of 
further finessing, is very useful. We have challenged 
the company as part of its ‘Engage Out Loud’ 
approach to consider how it can make its vulnerability 
insights available to not only other water companies 
but any party that might find the information useful, 
where it is in the public interest.  

34 https://www.youtube.com/watch?v=JoPqz7bRzpU 

4. Promote services to those in need 
including via partnerships 

Promoting awareness of the PSR services is important so 
that customers can self-identify as having additional 
needs, or a trusted third party such as a charity, family 
member or carer can refer or encourage eligible 
customers to sign-up for support. It is also a priority for 
SEW stakeholders. 

Performance: 

 The company reports that based on the interim 
findings at that point “only one fifth of customers 
surveyed were aware of any support scheme offered 
by them [financial and non-financial]. Awareness is 
even low amongst those who might be eligible for 
support, e.g. those on state benefits (27%) and low 
household incomes (24%)”. It is worth noting that 
when asked to give unprompted examples of 
services, only 4.2% of customers could give an 
example of a service that was offered and some of 
the responses included water metering. This 
suggests awareness is in practice significantly lower 
than this. The company’s performance commitment 
will incentivise them to make this a priority. 

 Historically the company’s approach to PSR 
awareness raising has been more organic than 
strategic and the impact of activity has not been 
routinely evaluated so the company does not know 
which channels are working most effectively 
(CVSG3/5). A number of services such as the 
adaption list, free leak repairs, and home starter 
packs are also not routinely promoted; 

 However, the extent and range of the company’s 
community outreach where the PSR is promoted is in 
principle to be commended. The Customer Care 

35 https://inclusivedesignprinciples.org/posters/single.pdf 
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Team attended some 236 events including a number 
of events with hard-to-reach groups, e.g. team 
members promoted the PSR at local fetes, 
supermarkets, Age UK day centres, Dementia Cafes, 
sheltered housing communities, residents 
associations, charity events, libraries and on 
Nepalese community radio using a translator, to 
name but a few – (Reference BSI 18477 Stage 2 
Assessment Report); 

 Since carrying out its vulnerability mapping SEW has 
started to develop more targeted PSR campaigning, 
giving further grounds for optimism that there will be a 
step change in activity once the new Vulnerability 
Strategy Team is in place, e.g. from February 1, 
2018, until May 30 the company ran a PSR social 
media campaign targeted at postcode areas with low 
sign-up to the PSR register but potentially high need. 
This included 31 PSR social media posts, which 
reached 529,756 customers. While the end impact on 
PSR numbers is not known, this resulted in 472 link 
clicks to the website; 

 There remains significant scope for improvements in 
SEW’s targeting and efficiency of the company’s 
awareness-raising activities – both its own direct 
activities with customers and its partnerships with 
grass-roots organisations. We are also not aware of 
any examples of genuinely innovative practice 
undertaken by SEW in this area36. 

                                                 
36 With a few notable exceptions the company’s awareness-raising 
activities reflect standard industry practice outlined in CCWater (Feb 2018 
report) e.g. a PSR notice is on the back of bills where it competes for 

PR19 proposals 

Positives: 

 Strategic campaigns and partnerships – SEW’s 
proposed new Vulnerability Strategy Team will: lead 
on developing a more strategic approach to raising 
awareness of the PSR, including more targeted 
partnerships; piloting new and more innovative 
promotional approaches and developing better ways 
to measure the impact of its initiatives. This is very 
welcome. We also encourage the company, as part 
of its ‘Innovation Toolbox’ initiative, to draw on the 
extensive good and innovative practice not only from 
within the energy sector but also more widely; 

 Self-serve – the proposal to enable customers to self-
refer on to the PSR via the My Account website, as 
part of a toolkit of options, including continued access 
face to face and by phone, is also very welcome. It 
may better suit some customers’ needs. 

space; PSR leaflets are distributed to local organisations; SEW was 
involved in the development of marketing materials with other utility 
companies; media activity is used to promote the PSR during incidents 

 

Areas for development: 

 SEW’s engagement identified that stakeholders felt 
that tariff names and the use of the word ‘vulnerable’ 
was having a negative effect on customer take-up. 
Given the company’s focus on behavioural insights, it 
should work to further understand the barriers to sign-
up for customers and key trigger points to inform their 
strategy. Customers’ willingness to share information 
about their circumstances may be lower than it could 
be due to lack of trust in companies and fears about 
what data will be used for; 

 More targeted outreach activity – the CCT needs a 
more targeted approach to its community outreach 
activity, and to better capture and evaluate impact to 
ensure the most efficient approach. 

 

(March freeze/thaw event where 27 interviews on TV and radio in March 
mentioned the PSR). 
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5. Identify and record vulnerability  

Improving the number of customers on the PSR and the 
quality of data about individuals’ needs is a South East 
Water vulnerable customer stakeholder priority. In order to 
deliver services efficiently and effectively it is important 
that companies accurately identify, record and keep up-to-
date customers’ additional needs so they can provide 
appropriate service and support in a timely way including 
in emergencies such as water interruptions. This includes 
support for customers who may have transient additional 
needs. 

Performance 

The number of customers on the PSR, and the quality of 
data, are two indicators of how effective the company is at 
identifying and recording vulnerability.  

CCWater’s report 2016/17 ranked SEW with 15,627 
customers on their PSR. This put it in seventh position in 
the overall water company league table in terms of total 
numbers of customers on its register and second amongst 
water-only companies. When normalised per 10,000 
connections, this equates to 166.10 per 10,000 
connections, which places them fourth amongst all water 
companies and third amongst water-only companies. The 
company has submitted an entry to CCWater of 28,530 
for 2017/18 (or 3.34% of its customers), which pre-
moderation would put it top of the PSR water company 
league tables. 

However, following CCG investigation it has become clear 
that only 9,523 of those customers are on non-financial 
support – the rest are recorded on the company’s PSR 
system but in fact receiving financial support. According to 
CCWater’s as yet unverified stats, this would put SEW’s 
performance closer to 10th position in the overall league 
table, assuming no other water company has also 

mistakenly followed the same recording approach. Such a 
mid-table position would indicate significant scope for 
improvement. 

As noted above – the number of customers on the PSR 
register is also substantially lower than need in the SEW 
region and energy sector benchmarks. 

Data quality 

A company having high numbers on the PSR is of course 
limited use if the data held about customers is poor quality 
and cannot easily be used when it might benefit 
customers. SEW recognises that despite working “hard to 
improve our data on customers and properties over the 
period” that its “data quality about our customers is not 
always the best and this impacts on our ability to deliver 
the right service to that customer”. Improving data quality 
was also flagged as an area for development by external 
consultants. 

As part of the move to a single bill with Southern, SEW 
contacted customers – including customers who were on 
Southern’s PSR but not registered on SEW’s – to check 
their circumstances and to review and update records. 
This resulted in 1,984 customers identified who could be 
eligible for WaterSure. 

The CCG has also challenged the company to ensure that 
its consumer-facing data privacy policy is fit for purpose. 
This is an open challenge.  

Staff referrals 

Linked to above, good practice is for staff and contractors 
to use every available touch point with customers and 
‘moment of change’ to identify, record and update a 
customer’s additional needs. 

Performance: 

 SEW recognises that this is not currently happening 
e.g. it is not routinely taking the opportunity to identify 
vulnerability when setting up a new customer 
account; 

 A review of the PSR data by external consultants also 
indicates there are substantial numbers of PSR 
records that are not complete. The company does not 
therefore know what services the customer might 
need and cannot use the information. This suggests 
there has been a significant missed opportunity to 
record the detail of a customers’ additional needs by 
staff; 

 Vulnerability expert Vanessa Northam, who spent 
three days in the call centre, reported that even 
where an additional need is recorded, vulnerability is 
not clearly visible on the customer’s notes, which “is 
leading to missed opportunities to engage [customers 
with additional needs] and ensure they are benefiting 
from support available and making affordable 
repayments” and of course updating their information. 

 The British Standards Institute 18477 Stage 2 
Assessment report says that there is a process for 
“Supervisory checks [of the PSR data] and lessons 
identified link to continual improvement opportunities 
formulated within the PSR process proactively and 
reactively and monitored within the Customer Care 
Team” (ref page 21). We are not able to give 
assurances that this happens in practice. We also 
cannot comment on the training process for 
contractors. 

 Field staff engagement highlighted a number of 
barriers to recording vulnerability including systems 
not working offline, finding the process for recording 
vulnerability confusing, and the fact that not everyone 
was following it. Also, low levels of knowledge about 
the PSR and vulnerability, meter readers not having 
access to vulnerability information and inconsistent 
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approaches among other barriers. As one staff 
member said: “No one follows the same guidelines – 
every team is different. Because we do not have that 
first point of contact, it can be an opportunity missed.” 

 We have grounds for optimism, however, that the 
performance commitments in this area and the wider 
reporting framework will incentivise improved 
capturing of vulnerability. 

 

PR19 proposals 

Positives: 

 Back office systems – proposals for a vulnerability 
module in the company’s customer care system will 
be critical, but this information, including clearer 
vulnerability flags and prompts to update information, 
needs to be easily available to any member of staff, 
including field staff, dealing with customers and not 
just the CCT. SEW needs to invest in an effective 
system that is to some extent future-proofed; 

 Vulnerability needs codes – as part of the industry-
wide energy/water data-sharing project, South East 
Water is expanding its vulnerability needs codes to a 
common set of 32, including more transient 
vulnerabilities. This will enable it to share priority 
services data with energy companies (with the 
customer’s consent) by April 1, 2020. The proposal to 
consider further risk factors in line with stakeholders’ 
suggestions is welcome, e.g. customers without 
internet, with zero-hours contracts/variable incomes, 
living alone. 

 Household vulnerability – SEW capturing household 
and not just bill-payer vulnerability is critical, 
especially where a member of the household has a 
medical condition which gives them higher-than-
average water dependency. 

Areas for development: 

 Data cleanse – the company is committing to contact 
all customers registered on its system “to 
recategorise the customer into these new codes and 
to establish the appropriate risk level for each 
customer and household”. SEW should use this 
opportunity to also provide water efficiency advice, 
sign people up for ‘Water Home Visits’, and promote 
its resilient customer services. 

Working with customers’ trusted agents 

Effective partnerships with more trusted third parties such 
as housing associations, local authorities, parish councils, 
advice agencies, fire and police associations and local 
cultural groups and community groups, are recognised as 
one of the most effective ways to identify and support 
customers with additional needs, including those on low 
incomes.  

SEW works with a large number and wide range of local 
organisations (Reference Stakeholder Mapping and 
Perceptions Audit Update – March 2018, CVSG 9/4). 
However, these relationships tend to be more organic 
than targeted and most of the partnerships are informal 
and based on personal relationships. Unlike neighbouring 
Southern Water and many other water companies, SEW 
does not yet have any formal memorandums of 
understanding in place but has a data-sharing agreement 
with a local housing association and is working on formal 
data-sharing agreements with UKPN and SSEN.
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PR19 Proposals 

Positives: 

 Grass-roots organisations strongly advocated for 
SEW to strengthen its partnership working and 
develop data-sharing arrangements to help identify 
customers with additional needs. They suggested a 
number of improvements to SEW’s approach to help 
them work more effectively with SEW, which the 
company has included in its business plan. These 
include: 
o Passporting arrangements where the customer 

is automatically enrolled on SEW’s support 
schemes without additional paperwork 

o Two-way referrals, e.g. the charity refers the 
client to SEW for help such as the social tariff, 
water efficiency advice, PSR services in a timely 
way, and South East Water can similarly refer 
customers on to trusted partners’ local 
assistance (such as debt advice, social and 
health care) 

o A dedicated hotline and email address for 
trusted partners to contact 

o Work with grass-roots organisations to develop 
the kinds of materials the company needs to 
give to customers – ‘shared collateral’ 

o Consistent communication with local groups – 
not tokenistic – via the development of a 
stakeholder manager 

o The company has also proposed a self-serve 
portal for grass-roots organisations – this 
concept was not proposed by stakeholders so 
we do not know if groups will support it. SEW 
should test this with stakeholders as part of the 
next phase of its co-created vulnerability 
strategy 

Working with industry  

Grass-roots organisations wanted SEW to work with other 
water companies, to as far as possible align schemes. 
This would enable them to more easily promote water 
companies’ assistance and help them check customer 
eligibility, e.g. multiple eligibility criteria is deemed 
unhelpful. 

Performance 

Historically, SEW has worked with Southern Water around 
its social tariff and the company attends quarterly 
meetings with UK Power Networks and Scottish and 
Southern Energy where ideas are exchanged. 

PR19 proposals 

The positive: 

 Water suppliers – SEW’s proposal to work with water 
service providers in the South East to create a cross-
regional network of organisations supporting 
customers facing financial and non-financial 
vulnerability is particularly welcome. The network will 
need to set a clear roadmap of activity to ensure 
timely delivery of benefits for customers; 

 Supply chain – in line with the company’s new 
responsible business framework, SEW has 
committed to work with its existing and future supply 
chain partners to ensure it shares “the same passion 
and commitment that we have about helping our 
customers, and our Vulnerability Strategy Team will 
support our partners to integrate our responsible 
business thinking”. As far as we are aware, this is 
innovative for a utility company – ensuring benefits 
are delivered beyond its own boundaries. 

5. Deliver services in a timely, easy way 
including via partnerships 

Customers need to ensure that SEW delivers on its 
promises and they can access the services they need in a 
timely way. 

Performance 

Despite 15,627 people being on the PSR, the number of 
customers taking up services seems relatively low. 
Service uptake has also been difficult to track, other than 
during incidents and events. This suggests that either 
services aren’t valued, needed, or the recording, delivery 
and access to them isn’t effective. However, we do not 
know how this compares to other utilities. The company 
has begun actively monitoring inbound and outbound 
contacts to improve its understanding in this area. 

Contacts with non-financial PSR customers March to July 
2018 

Inbound YTD Outbound YTD 

DD line 27  Email 
outbound 317 

Email inbound 610 Field visit 31 
Letter 
inbound 396  Letter 

outbound 10,711 

Social media 12  Outbound 
telephone 1,703 

Telephone 
inbound 7,373  SMS 

outbound 124 

Web chat 17  Unsuccessful 
call back 415 

Web form 497 Voicemail 62 

Total 8,932   13,363 
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Contacts with financial PSR customers March to July 
2018 

Inbound YTD Outbound YTD 

DD line 88  Email 
outbound 992 

Email inbound 1,606 Field visit 93 

Letter inbound 758  Letter 
outbound 7,204 

Social media 21  Outbound 
telephone 2,969 

Telephone 
inbound 24,380  SMS outbound 786 

Web chat 98  Unsuccessful 
call back 1,236 

Web form 1,882 Voicemail 215 

  28,833   13,495 
 

Lessons learned from the freeze/thaw water interruption 
incident in March suggested that a notable number of 
customers who were on the PSR did not get the timely 
support they needed in practice (CAG Consultants: 
Stakeholder Engagement Report).  

Staff feedback indicates some services such as 
passwords and nominee schemes do not work as well as 
they should.  

However, positively, field staff indicated that they were 
empowered and incentivised by the company’s ‘five out of 
five’ approach to provide the best possible service, e.g. 
they can provide free leak and toilet repairs on site if 
needed. 

PR 19 Proposals 

Positives: 

 Performance commitments – SEW’s PSR and 
protection customer satisfaction performance 
commitments should build greater understanding of 
the customer experience and incentivise 
improvements in the provision of support services; 

 Risk prioritisation – SEW’s PSR promise and risk 
categorisation approach seems a sensible way to 
prioritise the delivery of assistance during incidents 
and reflects lesson learned and staff feedback. 
During the March 2018 water interruption dialysis 
patients were prioritised, with all vulnerable 
customers on the Priority Services Register 
proactively contacted to see if they had a water 
supply or low pressure. All customers on the register 
without water had bottled water delivered to their 
homes by the company’s Customer Care Team and 
volunteers (CCG 12/9). However, for it to work, SEW 
will need to have an expert understanding of risk, e.g. 
SEW was not aware of at least one life-critical water-
dependent medical condition during the March 
incident (a continuous positive airway pressure 
(CPAP) machine for sleep apnoea); 

 Partnership working – the proposed integrated 
vulnerability mapping tool, which will overlay grass-
roots organisations against other information, should 
be a powerful and innovative tool to quickly identify 
trusted partners who can provide emergency and 
business-as-usual support, e.g. SEW will have live 
information on partners that could hand out bottles of 
water to customers in need/or act as a water station. 
This tool is, as far as we are aware, innovative not 
just to water but to the utility sector; 

 Co-design of services – with customers who need 
them should help to develop more relevant and 
accessible services, increasing uptake; 

 Incident response – the company is proposing a 
range of improvements following learning from the 
freeze/thaw incident e.g. the distance between water 
stations during the March supply interruption 
exacerbated vulnerability. As of March 1 SEW had 
8,303 customers that needed additional support 
during an incident. By March 13 that number had 
increased by 205. The majority of these appear to be 
mobility grouping; 

 Home water visits – which are supported by a range 
of stakeholders, including many of the EFG, should 
help to improve the effectiveness of water efficiency 
products and advice, particularly if the products are 
installed rather than simply handed out.  

Areas for consideration/development: 

 Water champions/existing networks – a few 
individuals working with customers with additional 
needs suggested SEW develop water champions and 
use existing networks. For example, one person who 
ran a local Big Energy Saving Network suggested this 
group might also be trained as water champions. This 
is perhaps worth consideration as part of the joint 
water supplier activity; 

 Automatic compensation – given the popularity of 
automated compensation for water interruptions, 
SEW may want to consider a bespoke compensation 
approach for high-risk customers, recognising the 
relative greater detriment they experience if the 
company does not deliver on its promise. 
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6. Measure, monitor, learn and improve

Monitoring and evaluation of approaches are important to 
ensure that services are fit for purpose, meet rising and 
changing customer needs, and are being efficiently 
delivered.  

Historically, SEW has not systematically monitored the 
impact of its activity to support customers in vulnerable 
situations beyond reporting on customers on non-financial 
and financial support. 

PR19 Proposals 

Positives: 

 Strategic evaluation – the new performance 
commitments alongside SEW’s proposal to publish 
annual progress on its Vulnerability Strategy, 
including key performance indicators, represents a 
positive step change in activity in this area; 

 Training evaluation – the company’s proposals to 
evaluate the effectiveness of its training across the 
organisation will respond to a CCG open challenge. 
While there is a lot of training activity under way we 
are seeking assurance that training is regular, up to 
date, relevant, benchmarked against best practice 
and ultimately effective. Feedback from field staff 
indicates they would welcome more support in how 
they could sensitively ask about a customer’s 
situation and the company will need to ensure its staff 
are supported in identifying the new vulnerability risk 
categories on their system. Our review of the training 
materials (CVSG 7/5), suggests there is scope for 
improvements. SEW needs to be sure that ‘sheep 
dip’ approaches such as ‘Clever Nelly’ are delivering 
the training they need; 

 Independent audits – independent third-party audits 
such as by the Research Institute for Disabled 
Consumers (RiDC) and BSI Audits against 
accreditation standards will add to the robustness of 
the company’s approach. The CCG will also 
scrutinise progress on the company’s promises. We 
understand the BSI has been encouraged to update 
its Standard so it will continue to keep pace with 
rising expectations. 
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7. Leadership – governance and 
resourcing 

Strong leadership and senior management support for 
inclusivity is essential to ensure a company’s approach to 
vulnerability is as efficient and effective as it can be. 

Performance 

We provide the following commentary: 

 Leadership – The CCG challenged SEW’s board to 
consider having a vulnerability champion (CL 41). 
The board originally said it did not have any 
champions, preferring collective responsibility, but 
through its Board Engagement Programme 
(CVSG7/6) members have started to build their 
knowledge of the company’s work to support 
customers with additional needs and understanding 
of vulnerable customers’ and relevant stakeholders’ 
experiences. All nine non-executive members have 
participated in 37 engagement activities. 
Subsequently however, Anne-Noelle Le Gal, a 
shareholder from Vantage was appointed as 
champion in January 2018, and attended six of the 12 
Consumer Vulnerability Sub-Group meetings and has 
been a useful link between the CCG and the board 
on vulnerability. We welcome the commitment 
demonstrated and look forward to the board’s 
continued engagement. 

 Embedding vulnerability – SEW has a dedicated 
Customer Care Team, which according to the 
research consultancy CAG (an organisation that 
gained a reputation for straight talking) is ‘the best 
team they have ever worked with’. But the company 
is at risk of over-reliance on this team and needs to 
ensure that vulnerability or inclusivity is seen as 
everyone’s responsibility. SEW has taken positive 
steps in this area with the development of its 

responsible business strategy and the setting up of a 
network of vulnerability champions – one in each 
department. We look of forward to monitoring how 
this progresses. 

 Culture – Embedding an inclusive approach in South 
East Water will likely be not plain sailing. On number 
of occasions the CCG heard the mantra from staff 
“we’re not a social welfare organisation” (CVSG3/7), 
suggesting that alongside a real passion and 
commitment to help customers with additional needs 
is a reluctance from some quarters to truly embrace 
the responsibility that comes from being a provider of 
an essential service. 

PR19 Proposals 

 Strategy – Historically SEW has often struggled to tell 
the story of how it supports customers with additional 
needs, despite having pockets of good practice. This 
is in part because without a coherent vulnerability 
strategy, it has not systematically captured and 
measured what it does. In addition, without 
benchmarking more widely it often does not realise 
what it is doing is better than standard practice. With 
the new proposals we have grounds for optimism that 
this will improve and the company will become more 
innovative and outward facing. 

 Governance – The company’s annual performance in 
relation to vulnerable customers registered for the 
PSR and financial support is reported internally to the 
board, and also shared externally with CCWater, 
which publishes benchmark data in its annual Water 
Matters report. The company’s new Vulnerability 
Strategy Team will form part of the company’s 
broader Experience and Insight Team, which will 
have a company-wide remit reporting in through the 
customer services director. This mirrors the approach 
to other companywide strategies, such as health and 
safety. In addition the company has committed to 

(subject to stakeholder interest) working with 
stakeholders to co-develop and deliver its strategy 
through a new Vulnerability Group, similar to its 
Environmental Focus Group. The vulnerability 
strategy team will also be an important part of SEW’s 
Responsible Business strategy. As such, the 
vulnerability strategy manager will sit on the 
Responsible Business Steering Group, which is made 
up of company-wide colleagues and managers. 

 Resourcing – Following slow progress on vulnerability 
mapping, the CCG raised with the board our 
concerns that SEW lacked sufficient in-house data 
insights expertise and vulnerability understanding to 
deliver a targeted, effective and efficient approach. 
We therefore particularly welcome the board’s 
decision to create a Vulnerability Strategy Team, 
including a vulnerability stakeholder manager and 
also a separate consumer insights team. This 
demonstrates the commitment of leadership. 

 Leadership – It should be noted that the success of 
SEW’s approach will be highly dependent upon the 
quality of the individuals in these teams and the 
continued commitment of the board and executive 
team. The head of the vulnerability team in particular 
will need to be a credible senior lead, capable of 
gaining the trust of local third-sector partners, the 
company’s newly created vulnerability champions 
and the Customer Care Team. He or she will need to 
be someone who is able to champion vulnerability 
inside and outside of South East Water and help 
drive the culture change needed to genuinely put 
customers with additional needs at the heart of the 
business. 
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AFFORDABILITY

Introduction 

This section provides an overview of the quality of South 
East Water’s engagement on affordability issues and the 
degree to which the findings from this are reflected in and 
driving their business plan proposals. We also provide 
comment on SEW’s proposed outcomes and performance 
commitments. 

Definitions 

Affordability is the ability of a customer to pay their water 
bill. As water is an essential service needed for life and 
wellbeing it must be affordable to both domestic and non-
household customers. This means affordable overall, in 
the long term and for those struggling, or at risk of 
struggling, to pay.  

There is currently no government definition of water 
poverty or water affordability but Ofwat suggests that 
affordability risks emerge when a household spends 3% 
or more than 5% of their household income (after housing 
costs) on water and sewerage bills. Affordability can also 
be measured subjectively – with individuals giving a view 
on what they can afford to pay and whether they think 
their water bill is affordable.  

Financial vulnerability 

Regulator Ofwat expects water companies to ensure that 
customers who are struggling to pay have easy and 
effective access to assistance. Ofwat wants companies to 
make a step change in cost efficiency, providing scope for 
lower bills and help with affordability. In its Final 
Methodology for the 2019 Price Review, Ofwat outlines 
five principles against which it will assess the affordability 
of business plans: 

 

1. Customer engagement  
2. Customer support 
3. Effectiveness 
4. Efficiency  
5. Accessibility 

We have considered these principles in our comments on 
engagement below. This should be read alongside the 
chapter on vulnerability above.  

CCG challenges 

 SEW to explore how it can use insights from its 
geographical debt data and wider data about the 
distribution of income levels to develop more 
proactive targeted action to prevent customers falling 
into water debt in the first instance and improve the 
uptake of social support in high deprivation or 
currently ‘under-represented’ areas (CL68); 

 AC/OM to look at how to quantify those in water 
poverty and those above and below the £16,000 
threshold that is used for the Social Tariff eligibility 
(CL116); 

 Demonstrate how its insight from its engagement has 
influenced its overall strategic approach to 
affordability including supporting customers who are 
struggling to pay (CL 186); 

Outstanding challenges 

 Produce an analysis of the effectiveness of the social 
tariff including whether those on the social tariff are 
less likely to become indebted (CL59) – ongoing. 

 Contact Western Power Distribution and UKPD to 
explore how the companies can work together/share 

vulnerability mapping data. They have already carried 
out extensive vulnerable mapping and their 
constituencies overlaps with SEW's. This would 
prevent SEW reinventing the wheel and ensure the 
most cost effective and time efficient approach to 
mapping (CL86) – ongoing; 

 Affordability testing indicates that 9% of customers 
say their bills are unaffordable. Yet 80% of those with 
incomes under £16k say affordable. SEW needs to 
triangulate its evidence and better understand who 
doesn’t find their bills affordable (CL145 & CL181) – 
open; 

 The business plan proposals for customers in 
financial difficulty e.g. extra tariff are not supported by 
customer research.  The company should co-create 
its approach to financial vulnerability and provide 
leadership to other water companies in this area. 
(CL152) -Open;  

 Give a more complete picture in the insight database 
of its affordability research findings including those 
from PR14 research (CL182) – ongoing; 

 Consider how its affordability findings compare to 
third party insight about affordability in the region e.g. 
CCWater Matters (CL183)- ongoing; 

 Give a view on how affordability has changed over 
time, and is expected to change in the future (in line 
with Ofwat expectations); and include in its 
triangulation, insight from Thames and Southern with 
whom they share customers, especially given the 
very different levels of unaffordability reported 
between the two company’s customers (CL 184) – 
open; 

 Articulate South East Water’s understanding of value 
for money and how this will influence your approach 
(CL185) – ongoing; 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 105 of 159
 

 Give an estimation of how its proposed bill will impact 
different NHH segments, including small businesses 
(CL187) – open; 

 SEW to explain how its insight has influenced its 
business plan proposals for NHH customers (CL188) 
– ongoing;  

Relevant context 

 SEW is responsible for billing and collecting money 
for both Southern and Thames Water, with whom the 
company shares customers; 

 Around 40% to 45% of a customer’s average bill is 
the water-only element and 55% to 60% is sewerage 
costs, which is not within SEW’s control. SEW’s 
average bill for water only is £204 (price base 17/18); 

 SEW bills combined with Southern bills when 
compared are currently the third highest, whereas its 
combined Thames bill is slightly below industry 
average37. SEW currently bills on behalf of Southern 
Water and Thames Water, the split of which is as 
follows:  
o South East Water / Southern Water – 60% 
o South East Water / Thames Water – 40% 

 SEW has the fourth highest water-only bill in England 
and Wales. 

 

                                                 
37 www.discoverwater.co.uk  

Quality of engagement 

South East Water’s evidence base on household 
affordability includes:  
 Surveys where customers self-report how affordable 

they find bills – perceived affordability - SEW’s 
quantitative findings come from three main pieces of 
work: social tariff research; willingness-to-pay 
interviews; and business plan acceptability testing, 
which were all carried out by Accent and can be seen 
in Appendix 1: Engagement; 

 Focus groups where customers discuss at a high-
level bill affordability and value for money; 

 Deprivation mapping to better understand the scale 
and distribution of financial vulnerability in its region; 

 Findings from the co-creation of its consumer 
vulnerability strategy with customers, colleagues and 
stakeholders; 

 In-depth interviews with vulnerable customers about 
services they received during water interruptions 
(including vulnerable customers who were involved in 
the freeze/thaw incident); 

 Business-as-usual insights, e.g. on levels of water 
debt. 

We are assured that the quantitative research is broadly 
robust, representative of the customer base including 
hard-to-reach groups, transparent including comparative 
information, and clear about inflation-related bill 
implications, and not leading. 

We are not able to assure that the research is 
representative of NHH customers due to not reviewing the 
breakdown of the customer participation for acceptability 
research. The company had also not yet reviewed and 
triangulated all its affordability findings. However, we were 

38 Acceptability and Affordability of our Plan Research S3.15 Appendix 1: 
Engagement and CCG 1/8. 

assured by SEW and Accent that they are satisfied that 
this piece of research was representative. 

Household – the picture today 

The company’s acceptability research indicates that whilst 
South East Water’s bill is not always the cheapest bill, the 
majority of customers – 67% – do think their current water 
bill is affordable, with 10% saying it is unaffordable.  

When asked how they felt about their bills during the HH 
Business Plan Acceptability and affordability research, 
25% said they thought their combined water and 
sewerage was not very or not at all affordable38. 

In PR14 this compared to 83% of household customers 
(71% of low income household customers) finding 
combined bills affordable without having the option of 
choosing a neither affordable nor unaffordable option. 

Within the wider evidence presented: 

 43% of customers say their bills are ‘slightly too much 
or far too much’. This represents a notable shift since 
PR14 where only 29% said their bill was slightly too 
much or far too much39; 

 Mapping of ONS indices of deprivation data with 
household income and average combined water and 
sewerage bills as a proxy suggests much lower levels 
of potential water poverty of between 97,228 and 
108,026 households; 

 Accent willingness-to-pay research found baseline 
affordability and value for money for South East 
Water “seems strong with less than 15% saying that 
their bill is unaffordable/not at all affordable or 
poor/very poor value for money”. 

39  Willingness to Pay Research (Household Customers) S3.8 Appendix 1: 
Engagement 
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Household – SEW’s proposed bill for 
PR19 

 SEW is proposing a 0.1% reduction in bills for 2020-
25 with bills staying stable at this level for the whole 
period. Customer bills will average £204 (before 
inflation) across the five-year period. 

 The company undertook one quant survey of 1,702 
20-minute questionnaires conducted both online and 
in-home, to ascertain customer views on future 
affordability. A survey of this shape, sample size, 
length and nature provides a proportionate response, 
especially where the findings can be triangulated 
effectively against other research and insights 
(however this has not been done). 

 SEW had not decided its bill level when the business 
plan acceptability testing was undertaken, so tested 
two bill rates – a 3% reduction and a flat rate. Based 
on a flat bill (the closest to proposal), 67% of 
customers – after they knew what SEW was 
proposing to do with their money – found the 
proposed water bill affordable. 

 A 3% reduction in bill (for some reason) led to a 
decline in reported affordability of 1%, potentially 
indicating that customer trust in the company is 
influencing their perception of affordability. 

 However, a minority of 10% found the proposed flat-
rate water bill unaffordable. This number fell to 9% 
when a 3% reduction in bills was tested. 

 Some 23% of customers found the bill neither 
affordable nor unaffordable. No analysis has been 
provided to inform our understanding of the factors 
influencing the decision-making of this ‘neither nor 

group’ – introduced as part of the learning from 
PR14. 

 Perceptions of affordability appear to be mixed up 
with those of value for money, e.g. only 57% of 
customers found SEW’s proposed bill level affordable 
initially but this rose ten percent to 67% once they 
were ‘informed’ (ref: Acceptability and Affordability of 
our Plan Research S3.15 Appendix 1: Engagement 
and CCG12/1). 

 Importantly, only 46% of customers found the 
proposed total combined bill (combined with Southern 
and Thames’ sewerage bill element) affordable. 
Some 17% said it was not very affordable, and 8% 
not at all affordable with 23% of customers taking this 
new middle ground. While we recognise that the 
larger element of the bill is outside the direct control 
of the company, this has implications for SEW in 
terms of: 

o Customer satisfaction – many customers do not 
realise they are not responsible for the whole bill 
as they now carry out billing for both Southern 
and Thames; 

o Financial vulnerability – customers’ overall ability 
to pay and call centre operations (see below). 

 For the water-only element of the bills there was a 
noteworthy difference in unaffordability between 
customers with different water companies – 7% of 
Thames’ informed customers said it would be 
unaffordable compared to 11% for Southern. This 
highlights a tension between SEW’s deprivation 
mapping, which flags higher deprivation in the East 
compared to Thames Water sewerage customers 
predominantly in the West, and perhaps the impact of 
company reputation. The difference becomes less 

marked with the combined bill, with 24% and 25% 
respectively finding their bills unaffordable.  

 The low self-reported affordability of the combined bill 
necessitates further the need for genuine 
partnerships between water companies to tackle 
affordability issues. With the company’s focus on 
customer satisfaction, and its responsibility for debt 
collection and managing financial support for both 
Southern and Thames – SEW needs to take a 
leadership role. 

Non-household affordability 

SEW has around 42,000 (52,000 supply points) non-
household customers, making up 5% of its customer base 
and 10% in terms of total water use. The CCG has 
challenged SEW to better understand the experience and 
views of its diverse NHH customers. While it does not own 
the billing relationship, its wholesale water role makes up 
an estimated 90% of their total bills. 

A small majority of NHH customers 56% (NHH WTP 
research) said the amount they paid for their water and 
sewerage services today was about right. However 31% 
said it was ‘slightly too much’ or ‘far too much’. 

The wider acceptability and affordability research with 
NHH customers has been undertaken with 106 customers 
and provides evidence that 72% customers consider bills 
to be affordable and a further 81% of customers finding 
the plan acceptable. It is recognised that the sample size 
means that in certain segments, such as SMEs with less 
than four employees, numbers could be affected by a 
single customer. The company says that the research 
nonetheless shows high acceptability across the range of 
customers.  
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Outstanding challenges 

The CCG has an open challenge for SEW to give an 
estimation of how its proposed bill will impact different 
NHH segments, including small businesses which make 
up just over 80% of their NHH customers and are 
estimated to be around 5% of total water consumption. 
And to explain how its insight has influenced its business 
plan proposals for NHH customer affordability. 

Longer-term affordability 

This is an area of weakness in terms of SEW’s 
understanding. The CCG recognises that the company 
has carried out some basic regional deprivation analysis 
(CVSG 26/6) and horizon scanning as part of its work on 
the vulnerability strategy (CVSG 5/3), as a result of our 
challenges. From the evidence seen the company 
recognises that its approach has obtained an initial view 
and it is continuing its analysis to create a sound picture 
of longer term affordability in its region for both domestic 
and NHH customers.  

The way that costs are passed on to customers can 
impact actual and perceived affordability. We welcome 
therefore SEW’s bill-profiling research. An overwhelming 
majority of customers (92%) reported they would prefer a 
stable bill across the five years 2020-25, confirming the 
findings of wider research. The company is therefore 
meeting this customer preference in providing a relatively 
flat bill over the five years.

                                                 
40 
http://www.sustainabilityfirst.org.uk/images/publications/inspire/Energy%20
for%20All-%20Innovate%20for%20All%20(full).pdf – p.98 

Financial vulnerability 

SEW has made some very welcome steps to map 
vulnerability in its region. The company’s understanding of 
financial vulnerability, whilst improved, remains 
incomplete.  

Significant further work is needed in this area to ensure 
support for those struggling to pay is targeted, efficient 
and effective. We recommend this is a priority for the 
proposed new Consumer Insights Team. 

The company has a wide range of data (self-reported 
levels of affordability from a number of quantitative 
surveys; deprivation mapping; horizon scanning findings; 
and business-as-usual data such as debt levels). 
However, as yet this has not been effectively triangulated 
and interrogated to turn what is effectively a list of 
information into meaningful insights. 

SEW did not carry out any dedicated financial vulnerability 
research to understand customers’ experiences. 
However, its co-creation engagement, which focussed on 
understanding priorities for its vulnerability strategy, and 
its freeze/thaw research with customers on the PSR 
offered some valuable information about the causes and 
impact of financial problems alongside some potential 
solutions and barriers to accessing help. Many of these 
have informed the draft vulnerability strategy and 
business plan proposals.

The proposals in SEW’s Appendix 8 overwhelmingly 
reflect and have been driven by the feedback of those 
engaged with (as illustrated by the insight spreadsheet). 
But this should not be seen as a definitive view. Only a 
relatively small number of customers who are financially 
vulnerable have been talked to and the engagement was 
not specifically about this issue – we are not aware of any 
of these customers, for example, being in debt. The 
company does not yet have a comprehensive picture with 
regards to customers in debt. However we note the 
package proposed with the vulnerability strategy is flexible 
enough to pick up changes as understanding improves. 

SEW plans to engage further on its vulnerability strategy 
in the autumn, post submission, as part of its ongoing co-
creation commitment. We would encourage that before 
making decisions on its financial support package, it 
should actively look to engage with a wider number of 
customers in or at risk of struggling to afford to pay their 
bills and bring together those agencies specifically 
working with and supporting customers who are financially 
vulnerable. Good practice, would be E.ON Germany, 
which co-created its financial support package40. It sought 
to first rigorously understand the causes of customers not 
being able to pay their bills and then worked with 
customers and relevant agencies to develop the solutions 
they needed, rather than the ones the company thought 
would be useful. 
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We strongly welcome the company’s commitment to build 
co-creation into its business-as-usual activities and to 
carry on its conversations with customers, colleagues and 
key stakeholders. We have grounds for optimism that with 
the Vulnerability Strategy Team this will happen in 
practice. 

Additionally we are pleased with the company’s proposal 
to continue with (subject to stakeholder interest) a new 
style vulnerability focus group that will help to support and 
challenge the company in this continuing journey. The 
company will continue to work with stakeholders and 
customers to ensure that this is designed in a way that 
best suits their needs and carefully considers the role of 
this group as part of a wider strategic engagement 
approach. 

Customer acceptability of financial 
support 

The CCG is assured that there is strong ‘acceptability’ in 
principle for social tariffs that cuts across all ages and 
socio-economic groups. This acceptability falls from 91% 
to 70% when customers realise it’s a cross-subsidy and 
increases when customers understand the relatively low 
level of financial commitment. 

There is good acceptability for SEW increasing financial 
support for customers in financially vulnerable situations – 
77% accept £2 (on top of the current £1.50 commitment) 
and 72% accept £4. This amounts to £5.50 per year 
towards financial support.  

Qualitative insights suggest that older, higher-income 
customers and younger lower social classes are more 
likely to support. Those least likely are older lower income 
and younger higher income. 

This support is, however, often caveated that this is on the 
basis that the company:  

 Makes a contribution themselves, e.g. admin/match 
funding – which SEW is planning to do to the 
estimated amount of £0.8m on top of the current 
contribution of £0.3m per annum; 

 Has processes to ensure the money goes to those in 
genuine need and is efficiently administered; 

 Works with third parties, e.g. Citizens Advice Bureaux 
(CAB); 

 Has effective debt recovery. 

Bill capping was supported by 82% of SEW’s customers 
for those that need it, but qualitative insights indicate that 
customers want SEW to take steps to make sure those on 
capped tariffs are using water efficiently. 

In terms of the social tariff, there is a spectrum of support 
for any social tariff that depends on a customer cross-
subsidy: 

 Principle supporters – feel that it is important for 
vulnerable customers to be supported and accept a 
cross-subsidy; 

 Selective supporters – are more measured in their 
response and look for greater reassurance of the 
scheme parameters, e.g. time limit on support and 
commitment from vulnerable customers to contribute 
something;  

 Hardliners – oppose a social tariff that relies on 
cross-subsidy where they feel that support should 
either come from government or from SEW profits or 
somehow people’s financial situation is a result of 
their own life choices, e.g. having a large family. 
Support for a social tariff is elevated when potential 
benefactors believe that recipients lack choice i.e. 
terminal illness/disability. 

Thanks to SEW’s co-creation approach, customer and 
stakeholder views have genuinely driven the company’s 
approach to financial vulnerability. There are only a 
handful of related proposals in the business plan that do 
not appear to have been proposed by customers and 
stakeholders. These exceptions include: SEW’s new 
support tariff (see below), some of the online services and 
a focus on “a continued promotion of Direct Debit (DD) as 
our most efficient and cost effective payment solution”. 
The company reports it offers a good range of flexible 
payment options (CVCG 0905), so it is important that 
customers are not encouraged on to DD when it’s not 
right for them. 

The company’s attitudinal segmentation reveals very 
different reported levels of affordability across the 
segments, from 60% for Busy Jugglers (informed) to 22% 
for Careful Neighbours. While this has potential in terms 
of better understanding customers and service offerings, 
the company is at an early stage in developing this 
approach. 
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Impact of engagement on affordability 
on decision making 

We make the following comments by exception. This 
should be read alongside the chapter above on 
vulnerability. 

Keeping bills as low as possible 

SEW reports it will take a number of steps to keep bills as 
low as possible for all customers 2020-25. This includes: 

 Holding the percentage of voids41 at its upper quartile 
performance of 2.3% for HH and 8.1% for NHH 
properties;  

 Applying a rate of return of 2.3%. This is reportedly 
the lowest-ever return shareholders ‘have accepted’ 
on their investment and also means any impact on 
customers’ bills is also reduced; 

 Delivering service improvements at zero cost to 
customers due to innovation and efficiency, such as: 
o Improvements to interruptions; 
o Improvements in taste and odour; 
o Improvements in discolouration; 
o Improvements in mains bursts; 
o Reducing the carbon footprint; 
o Improvements to the environment; 
o Administration of its financial vulnerability 

package;  
o Efficiency challenges in both retail (5.9%) and 

wholesale (5.1%) across the five years; 
o Introducing innovation across many areas of the 

business plan. 

                                                 
41 Empty properties are known as voids. High levels increase bill pressures 
for other customers. SEW targets a level of 2.3% and is currently running 
at 2.3%. Ofwat reports significant industry variance with a correlation with 

With the exception of consumer vulnerability, the CCG 
has not scrutinised the efficiency of these proposals. Also 
we do not have any evidence that these decisions have 
been driven by customer insight rather than regulatory 
and commercial pressure. 

Targeted support for financially 
vulnerable customers 

While we welcome in principle the overwhelming majority 
of proposals to support financially vulnerable customers, 
the CCG is not yet assured that SEW’s approach is 
genuinely strategic and informed by a sound 
understanding of financial vulnerability and the needs of 
customers in its region. However, the design of their suite 
of vulnerability performance commitments allows for any 
new insight to be incorporated.  

As noted, the company’s approach to data mapping and 
horizon scanning is very much in its infancy. The 
company has not mined and brought together the wealth 
of data they have collected from their quantitative 
research and translated this into meaningful insight that 
will feed into the delivery plan. 

The company’s Helping Hand social tariff currently has a 
threshold of £16,105 and WaterSure is only available to 
customers on certain benefits in certain situations. The 
CCG recognises the rationale for these kinds of access 
criteria (CL180). For example, simplicity, and it is open to 
low income working families not just those on benefits, 
which is what customers say they want. 

deprivation. Infers that companies may not be billing occupied properties in 
areas of deprivation as charges are uncollectable. 

Establishing proxies for water poverty and eligibility 
criteria is also notoriously difficult. However, to give but 
one example, the company’s recent social tariff research 
found that of the one in ten customers who said their bills 
were unaffordable, only 20% had incomes under £15k 
and only 19% were on state benefits (CCG 01/08). This 
suggests that the causes of affordability in the region may 
be more complex and a focus on income and benefits 
alone may not be the most effective one. 

There are likely a whole range of steps the company can 
take to help prevent customers falling into debt and 
support those who are financially vulnerable if it better 
understands their experiences. Poverty in an affluent area 
can often be more hidden and result in greater social 
isolation. 

Consumers want SEW to ensure any cross-subsidy goes 
to those who genuinely need it. Without evidence that the 
company really understands who its financially vulnerable 
customers are, and their debt triggers, it is hard to yet feel 
assured that the proposals will be well targeted and as 
efficient as they might be.  

The CCG has challenged the company to explain the 
baselining for its financial support performance 
commitment and the threshold of a proposed new tariff. In 
response to challenge, SEW has analysed ONS data 
alongside average housing costs and average combined 
water and sewerage bills to conclude that customers are 
likely to be in water poverty with household incomes of: 

 South East Water and Thames Water combined bill – 
£17,000 per annum income; 

 South East Water and Southern Water combined bill 
– £21,000 per annum income. 
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This information would seem to tally with feedback from 
both staff and local organisations who said the tariff 
threshold needed to be increased as many customers in 
need were missing out. However, we cannot yet provide 
assurances as to the robustness of this. 

Aligning social tariffs and developing a single sign-up 
model is strongly supported by grass-roots organisations 
working with vulnerable customers. We have raised 
concerns with the company that it is not really open to 
considering a more targeted approach than the one it has 
already. In response the company has agreed to review 
the threshold and has adapted its financial support 
performance commitment to enable it to improve its 
approach. 

Measuring impact 

The CCG has challenged SEW to evaluate the impact of 
its financial support schemes. A better understanding is 
needed not only of the financial benefit delivered, but also 
of the impact on bad debt, and who is accessing the 
schemes. 

For example, one CCG member who reviews applications 
for the company’s debt write-off Helping Hand Scheme 
said there was a feeling that pound-for-pound debt 
matching encouraged customers to go into debt. Also 
many applicants for the scheme were already on the 
social tariff raising questions as to the efficacy of both the 
social tariff and the Helping Hand scheme. These issues 
need to be better understood and will be part of the CCG-
ongoing challenge.   

                                                 
42 CCWater – Delivering affordability to water customers: cross-sector 
lessons (July 2016). Recommendation was that companies evaluate water 

The proposal for a more robust reporting and monitoring 
framework is therefore particularly welcome and in line 
with CCWater good practice42. This needs to be 
systematically designed, as far as possible outcomes-
focused, and clearly linked to a sound understanding of 
need in its area. 

It is the CCG’s view that the financial vulnerability 
customer satisfaction measures will help to embed a 
culture of continuous improvement. Also, given the 
possible combined bill impacts on customer satisfaction, 
hopefully they will provide an additional impetus for the 
company to take a leadership role on affordability among 
water companies in the South East.  

While the overarching customer satisfaction score is 
based on a single question (which gives a score out of 5) 
following CCG suggestion the wider questions that go 
alongside this will enable the company to identify what is 
and is not working. This feedback can then be used to 
drive ongoing improvements. This is a very positive step 
(see below). 

affordability initiatives more often and develop an evidence base on what 
works across the sector. 

Increasing take-up of support 

Stakeholders are strongly supportive of SEW better 
promoting the help they have available. As noted, while 
improving, SEW’s approach to promoting its services has 
historically been more ad-hoc than targeted and not 
properly evaluated. In more affluent areas, financially 
vulnerable customers may be more invisible so more 
sophisticated targeting of schemes is particularly 
important. 

The company reports that “only one fifth of customers 
surveyed were aware of any support scheme offered by 
them (financial and non-financial). Awareness is even low 
amongst those who might be eligible for support e.g. 
those on state benefits (27%) and low household incomes 
(24%).” It is worth noting that when asked to give 
unprompted examples of services, only 4.2% of 
customers could give an example of a service that was 
offered and some of the responses included water 
metering. This suggests awareness is in practice 
significantly lower than this. The company’s performance 
commitment will incentivise them to make this a priority. 

Despite its reportedly relatively high position in the water 
company league tables, being second in the water-only 
companies based on volume, SEW is towards the bottom 
of the league table in terms of its expenditure on its 
Helping Hand fund. Though it argues that the Helping 
Hand scheme is not a charitable trust scheme and not a 
direct comparator43. This none the less reinforces the 
need for SEW to better identify and record vulnerability, 
as per its proposed approach.  

43 Staying afloat: Addressing customer vulnerability in the water sector 
(2016-17) and CCWater – Delivering affordability to water customers: 
cross-sector lessons (July 2016) 



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 111 of 159
 

Innovation and good practice 

The financial vulnerability arena is well suited to the 
company’s proposed behaviour change approaches. The 
CCG’s view is that SEW will need to embed 
understanding among senior decision makers across the 
whole organisation of this approach if this is to be 
anything more than words. 

The CCG has challenged SEW to demonstrate how it will 
use its attitudinal segmentation. We will monitor with 
interest how the company’s values-based approach is 
used with regards to financial vulnerability.  

SEW reviewed third party documents in July/August such 
as CCWater and Sustainability First’s good practice 
reports, in part to populate its insight database. However, 
the company does not routinely benchmark itself against 
organisations beyond the water sector and this is an open 
challenge. Its statement around ‘reducing payments’ 
highlights that the company may not currently be following 
ability to pay44 good practice. 

The CVSG only had time to do a high-level review of the 
company’s debt pathways including collection processes, 
where the company stressed the balance they try to seek 
between collection from ‘won’t pays’ and support for ‘can’t 
pays’. However, we would encourage Ofwat to give 
further industry scrutiny to this. We have an open 
information request on debt repayment rates, number of 
customers falling off of payment plans and average debt 
levels. While there are energy sector benchmarks on 
things like affordable payment rates, we would welcome 
comparative water sector information being made 
available by Ofwat.  

The company’s bad debt rate is among the lowest in the 
industry45 suggesting an efficient approach. But anecdotal 

                                                 
44 https://www.ofgem.gov.uk/ofgem-publications/57399/open-letter-pdf 

evidence from the vulnerability strategy workshops 
reported customers who had not been billed for more than 
a year. There were strong calls for earlier intervention to 
support customers who had not paid alongside 
preventative action.  

SEW’s proposal to work with water service providers in 
the South East to create a cross-regional network of 
organisations supporting customers facing financial and 
non-financial vulnerability, directly addresses calls from 
grass-roots organisations for a more co-ordinated 
approach between water companies. This should increase 
cost efficiencies and effectiveness not just for the water 
companies but consumers and grass-roots organisations.  

Despite its relative size, SEW is well placed to take a lead 
on this given that it bills for both Southern Water and 
Thames. Importantly, the first step should be to take stock 
and pull together all the companies’ affordability insights 
to develop a more robust picture of financial vulnerability 
in the region. They can lead by example by publishing 
their research online.  

45 Retail Services Efficiency Benchmarking PWC Report for Ofwat, Sept 17 

Support services 

The company has a number of financial support schemes 
already in operation – the Helping Hand social tariff, 
WaterSure, the Single Room tariff and the Helping Hand 
scheme. While the proposal is well intentioned, we query 
if creating an additional support tariff is consistent with 
stakeholders’ desire for a simpler approach. This needs to 
be properly consulted on. 

There was strong support for home water visits from both 
respondents to WRMP and stakeholders. The company 
proposes to target up to 60,000 customers and will tie this 
in with its overall water efficiency programme. Currently 
the target group makes up 37% of its PSR customers 
(both financial and non-financial). This is very welcome 
news but once again the company needs to ensure 
approaches are targeted at those PSR customers who 
need it most.  

Access 

See our comments on the accessibility of services in the 
vulnerability chapter.  
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Financial vulnerability - performance 
commitments 

Household customers receiving 
financial support 

The number of household customers who are on a South 
East Water financial support tariff. This measure will be 
based on the number of customers who are in financial 
difficulties at the start of the period with a target to 
increase the take-up of SEW financial support tariffs. 

Engagement activity 

The increase of customers on the financial support 
schemes is supported by willingness-to-pay research, 
subject to financial support being well targeted and 
efficiently delivered. It is therefore particularly important 
that the tariff is well designed and delivered. 

The company has not engaged with stakeholders or 
customers on the development of this performance 
commitment beyond the CCG.  

In response to the description to the right – 94% of 
customers said they understood this PC and 51% said 
they thought it was ambitious, 36% thought it was not, and 
13% did not know.

Measure 

The current financial support tariffs eligible under this 
performance commitment are the company’s social tariff 
and WaterSure. The social tariff is an income-based 
measure with a threshold of £16,105. In the case of the 
latter it is a benefits-recipient plus a personal situation 
criteria. 

In response to CCG challenge SEW designed this 
measure so that, subject to CCG and SEW approval (as 
independent expert arbiters) the measures can be 
updated or changed. This is to allow for innovation, or 
improvements which could be more effective and efficient 
at supporting customers in financial difficulty. We strongly 
support the flexibility in this measure. This flexibility is not 
only to future-proof the approach, but as mentioned 
above, we do not yet have confidence that the current 
financial support schemes offered by SEW are as 
effective and as targeted as they might be. 

Stretching? 

We understand that the Ofwat recommendation is that the 
definition is based on the number of customers at the start 
of the period who are in financial difficulty. Ofwat has not 
defined what it means by ‘financial difficulty’ although a 
reasonable interpretation would be to identify those who 
are finding the water bill difficult to pay through 
affordability issues. 

The CCG has challenged the company to explain the 
baselining for its performance commitment and the 
threshold of a proposed new tariff. In response to 
challenge, SEW has analysed ONS data alongside 
average housing costs and average combined water and 
sewerage bills to conclude that customers are likely to be 
in water poverty with household incomes of: 

Financial support for vulnerable 
customers 

Government expects all water companies to offer 
financial support (a social tariff) to help customers 
struggling to afford their bills.  

Currently South East Water provides support to 
29,555 customers who have incomes of less than 
£16,105 each year. This costs the average 
customer £1.50 a year. 

South East Water estimates there are 100,000 
customers on incomes below/in genuine financial 
hardship in its areas. 

South East Water is therefore proposing to provide 
more customers experiencing genuine financial 
hardship with a reduction in their water bill 
alongside support and information to help them 
reduce their water use and budget for their water 
bill more easily. Customers’ bills would be capped 
at a set amount (between £131 and £165).  

The target is to have 65,000 customers receiving 
financial support by 2025. 
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 South East Water and Thames Water combined bill – 
£17,000 per annum income; 

 South East Water and Southern Water combined bill 
– £21,000 per annum income; 

On the basis of this definition the company has identified 
that 85,000 households in its region are likely to be in 
water poverty. South East Water has a willingness to pay, 
which could provide support for up to 75,000 households. 
The WTP provides a maximum cap to the ambitiousness 
of the target. 

There are currently 21,445 customers on either 
WaterSure or social tariff. The company’s proposed target 
is 65,000 by 2024/25. This represents a 117% increase 
from 2019/20 baseline or 203% from 2017/18. On the face 
of it this seems a stretching target. However: 

 We are unclear if this takes into account the current 
energy/water sector data-sharing initiative that is due 
to come into force in 2020, which could result in a 
windfall of eligible households; 

 There is an open challenge to SEW (CL80) to find out 
how many vulnerable customers the energy network 
companies in their area have on their financial PSRs 
to inform the above and as way of a modest 
comparator; 

 We are unclear what the relative proportions of 
customers on the respective WaterSure and social 
tariffs are projected to be and their associated costs;  

 There does not appear to be an evidence base for 
the assumption that 20,000 customers would not 
want to register for additional support; 

 There is a customer WTP to offer support for 75,000 
(as opposed to the current 65,000 target) and only 
51% of customers think the current approach is 
ambitious given the need outlined (although in the 
question asked outlined above, it was described as 
higher than in the Appendix at 100,000). 

 The company has set targets for those receiving 
financial support in the business plan period equating 
to annual increases of 73%, 30%, 17%, 11% and 5%. 
However evidence from the energy sector suggests 
that the rate of uptake of social support can increase 
rather than decline as companies get better at 
identifying vulnerability and establishing partnerships.  

For noting 

It should be noted that the CCG is not convinced by this 
baselining, the proposed definition of financial 
vulnerability, nor are we convinced that the company’s 
existing financial support schemes are as effective as they 
might be. 

That said, given the company’s current levels of 
understanding about who its customers are who are 
struggling to afford their bills, and triggers for debt, it 
would appear to be a pragmatic interim approach. 

Following challenge, South East Water has committed to 
a) deepening its understanding of customers who are 
financially vulnerable in its region and to b) review the 
eligibility requirements for its social tariff over the next 
year, and c) to review the design of the social tariff to 
ensure it is the most effective mechanism. We would like 
a timetable for that activity.  

As part of this process, SEW has agreed to work with 
organisations and customers in or at risk of financial 
vulnerability on the development of any review of the 
threshold or development of new financial support 
including any social tariff-plus scheme to widen eligibility.  

Given our misgivings about the overall approach, and the 
likelihood of the measures under the scheme needing to 
change, we are less concerned about the precise number 
in this target, and more concerned that the company 

should commit to a step change in activity which is in line 
with its customers and stakeholders expectations.  

ODIs 

The CCG had a lot of discussion as to whether this PC 
should be financial, particularly given that the company 
has no financial incentive on any of its vulnerability 
commitments. However, given the likely flexibility needed 
around this tariff there seems a good rational for it to be 
reputational at this stage. 

Customer satisfaction measure 

There has been an ongoing challenge to SEW to 
evidence the effectiveness of financial support schemes 
at improving affordability or reducing water poverty. While 
the company has provided information – average figures 
of customer savings made, and money spent (CVSG 
08/05) – this has been of limited use. 

We particularly welcome therefore this customer 
satisfaction measure. It will allow a more qualitative 
outcomes-based measure to complement the hard-output 
social tariffs measure. It should provide a more complete 
picture of the impact of social tariffs on the customer 
experience. The company should start to understand the 
impact of its financial support schemes, and what steps it 
can take to improve support.  



 
 

 

Not confidential  |  Author: South East Water’s independent CCG  |  Customer Challenge Group report to Ofwat  |  3 September 2018 Page 114 of 159
 

RESILIENCE

Introduction  

In line with Ofwat’s resilience principles 3 and 646 on 
customer engagement and outcomes, this chapter gives 
CCG views on: 

 The quality of engagement on resilience, water 
resources, environmental, and water quality issues; 

 The degree to which final business plan proposals 
reflect and are driven by customer expectations and 
preferences, appetite for risk, and how behaviour 
might influence approaches to resilience. 

In addition, it includes some comments from the 
Environment Agency and Natural England on the degree 
to which the company meets its statutory obligations. 

Structure of this section 

This resilience section has four chapters: 

 Environment and biodiversity; 
 Operational resilience; 
 Water quality; 
 Corporate and financial resilience. 

                                                 
46 https://www.ofwat.gov.uk/wp-content/uploads/2017/12/Appendix-4-
Resilience-FM.pdf 
47 https://www.ofwat.gov.uk/wp-
content/uploads/2015/12/rpt_com20151201resiliencetaskfinish.pdf 

Definitions 

The Ofwat Task and Finish Group47 defined resilience as:  

“The ability to cope with, and recover from disruption, and 
anticipate trends and variability in order to maintain 
services for people and protect the natural environment, 
now and in the future.” 

Customers expect (and companies have an obligation to 
deliver) a reliable and sustainable water supply both today 
and in the future. When things go wrong, most people 
want good customer service and quick resolution of 
problems so the impact of the disruption on their lives, 
businesses, the environment and communities is 
minimised.  

South East Water’s approach must be resilient to, among 
other factors, drought, climate, population growth and 
social and economic change – and deliver a reliable water 
supply in an affordable and efficient way including using 
more innovation. This means the company’s infrastructure 
must be able to avoid, cope with and recover from general 
wear and tear or disruption; and the company must also 
have the right skills, leadership, information, systems, 
processes, governance and financial arrangements in 
place – so they are in Ofwat’s words ‘resilient in the 
round’. 

SEW is expected to engage with customers on the 
resilience of its systems and processes as well as its 

48  This designation was applied by Defra in 2007 and is defined by the 
Environment Agency as an area where current (or future) household 
demand for water is a high proportion of the current effective rainfall that is 
available to meet that demand. 
 

services. This includes the degree to which SEW has 
engaged on longer-term issues. 

Relevant context 

Alongside the wider challenges and uncertainties faced by 
all companies, the following local factors are worth noting: 

 The company operates in a designated water stress 
area48 with significant population49 and housing 
growth. The area has the sixth-highest per capita 
consumption of water with an average daily water use 
of 140 litres per day for metered customers and 181 
litres per day for unmetered customers50. Demand is 
expected to outstrip supply unless timely effective 
action is taken to deliver for customers and the 
environment; 

 Water meter penetration is among the highest of 
water companies in GB at 87%. The company’s 
Customer Metering Programme aims to have around 
90% of properties metered by 2019-20. This impacts 
both positively and negatively the approaches 
available to SEW to reduce demand;  

 SEW has the highest number of neighbouring water 
companies of any UK company and is much more 
reliant on bulk supplies of water from other 
companies. It has the highest percentage of imports 
of treated water with 8% from sources owned and 
operated by Affinity Water, SES Water and Southern 
Water. As well as an increased dependence on other 
companies, sharing water can increase overall risk. 

49 The population in SEW’s supply area is forecast to increase by a quarter 
by 2045  
50 https://discoverwater.co.uk/amount-we-use 
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There is therefore a particular need for effective 
partnership-working in this area; 

 SEW owns and manages a large amount of land 
relative to other water companies in the South East. 
This provides particular opportunities to enhance 
environmental resilience in terms of raw water quality, 
and biodiversity; 

 The area is particularly rich in biological diversity, 
cultural heritage and protected landscapes including 
38% of the country’s protected woodland51 and 196 
sites of special scientific interest. Some 44% of the 
supply area has some type of landscape designation 
with the national average being 24%. Alongside 
opportunities, this also brings particular 
responsibilities as a custodian of the environment and 
restrictions, e.g. infrastructure development on SSSIs 
is only allowed when it can be demonstrated there is 
a lack of alternatives; 

 As a company in the south-east of England SEW has 
a high reliance on groundwater sources, which are 
reliant on winter rainfall. Around 73% comes from 250 
boreholes and wells which are primarily the chalk and 
greensand aquifer beds. The Environment Agency 
has identified that some of these aquifers are already 
over-abstracted and because of the impact on the 
water table are failing to meet the requirements of the 
Water Framework Directive. The remaining sources 
are 19% surface water, including six river intakes and 
three surface water reservoirs. 

                                                 
51 The South East is also the most wooded area in England; with large 
swathes of it designated as ancient woodland (a habitat which is not only 
rare and declining but irreplaceable). Based on data from the Natural 
England Ancient Woodland Inventory, when compared to other regions of 

Key challenges 

 Articulate the role of the EFG including how it sees 
this fitting into their wider engagement strategy 
(CL41); 

 Provide examples of how WRMP and segmentation 
will be married up. SEW to join up engagement 
around WRMP, drought plan and wider engagement 
and to demonstrate how it has done this (CL48);   

 What is the company doing to consider the views of 
future customers in its WRMP? (CL50); 

 SEW to carry out a  stakeholder mapping exercise for 
WRMP (CL52) 

 The company to explain how it will deliver against the 
WISER framework and the Blueprint for Water 
(CL53); 

 Test the resilience materials and terms before wider 
rollout - the group welcomed the previous testing on 
the WTP materials and felt that was really useful 
(CL74); 

 Demonstrate that it has engaged sufficiently well on 
single source of supply. It was suggested language 
around it may be better focused on being more at risk 
of interruption; 

 SEW to outline what activities it will undertake to 
support its PCC target. Hard to understand if these 
are stretching without this (CL153)  

England, the south east supports more than 26% of England’s woodland 
coverage. Further to this, we hold around 38% of the country’s ancient 
woodland. Of particular note, are the counties of Kent and Sussex which 
have the highest densities of this particular habitat.  This, and the warmer 

 Articulate your approach to setting AIM incentives. At 
the June Outcomes meeting the company's approach 
to this was not clear;  

 The South East Rivers Trust said “More innovative 
and ambitious measures are needed, such as those 
being trialled by other water companies, which 
involve incentivising whole communities to reduce 
water consumption” and similarly WWF and 
Waterwise both said you weren't in line with best 
practice. SEW to benchmark  water efficiency 
approaches against other water companies (CL174); 

 Non-household vulnerability – following EFG 
feedback and NHH customer concerns about the 
impact of service interruption on businesses raised in 
the water resources focus groups,  SEW should 
consider how it can better support non-household 
vulnerability. In particular for care homes, hospitals, 
schools and businesses where animals could die 
such as farms, catteries etc (CL192). 

Open/ongoing challenges 

 How can the company take innovative engagement 
approaches for PR19 into WRMP? (CL51) - open; 

 Clarify what it is doing/has done on wider 
PR19/WRMP engagement, in addition to its 
commissioned research programme and ongoing 
engagement which has been shared. The Group 
remain concerned about the lack of joined up 
approach to engagement (CL63) - ongoing; 

climate we experience, enables many rare and protected habitats and 
species to flourish, resulting in a complex ecological mosaic. 
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 How have the lessons learned from the ‘freeze-thaw 
incident’ fed into the resilience business plan 
proposals? (CL156) – ongoing; 

 SEW has significantly revised it leakage and PCC 
targets since the draft WRMP. The company should 
go back to those organisations that felt that the target 
was not ambitious enough and see if they think they 
are now e.g. South East Rivers Trust (SERT), Kent 
County Council (CL167) - ongoing; 

 Map those areas that have had a) more than one 
supply interruption in the last year b) more than one 
supply interruption in the last two years and outline 
what action will be taken to address their problems  
e.g. in Arlington Village (CL172) - ongoing;  

 Co-create the services it will offer and its wider 
resilience approach with customers and stakeholders 
rather than coming up with its own solutions, which 
may or may not be those that best meet customer’s 
needs. Resilience, including vulnerability resilience 
should be a co-creation workstream for PR19 
particularly given the company’s recent failings in this 
area (CL195) - ongoing.  

Resilience – quality of engagement 

Summary 

The company undertook a good range of well-planned 
engagement activity including:  

 Two approaches to WTP surveys, stated preference 
and a gamification approach supported by cognitive 
testing and qualitative focus groups on water 
resources options and service levels;  

 Workshops on resilience;  
 Deliberative engagement with community 

stakeholders via its Environmental Focus Group 
(EFG),  

 Its statutory public consultation on its Water 
Resources Management Plan (WRMP19); 

 Workshops and surveys on service priorities;  
 Focus groups on service recovery and following 

incidents such as the March 2018 freeze/thaw;  
 Responsible business focus groups covering 

corporate resilience issues.  

On balance we are assured that SEW developed a sound 
picture of customer and community priorities and views on 
water resource and environmental resilience options. 
Customers were engaged on issues that mattered to them 
and the company involved stakeholders including the EFG 
in the narrowing of its resource options from an 
unrestricted list and open invitation for ideas down to a 
handful on which they consulted. Customer and 
stakeholder engagement on the measures and 
performance commitments was more mixed and young 
people and future consumers were less well represented. 

Despite SEW’s efforts, which included workshops that 
focused on this issue specifically (WRMP comprehension 
sessions), some respondents struggled to understand risk 
and the probabilities of moving from a one in 100 to a one 

in 200 drought risk but nonetheless there was a majority 
view that customers wanted less risk of drought and 
supply interruption and were willing to pay the amount 
proposed. The company needs a more strategic and 
targeted approach to ongoing engagement on these types 
of issues and should consider how its proposed 
Innovation Toolboxes can help to deliver this.  

Engagement strengths 

WRMP community engagement 

The statutory public consultation on SEW’s WRMP19 ran 
for 12 weeks from February 23 to May 21, 2018. This 
appears to have been well planned and delivered with a 
clear ownership structure and strong internal assurance 
process. Notable positives included: 

 The company reviewed and applied lessons learned 
from PR14 including on options selection (see below) 
and engagement channels to use (such as its 
decision to enhance exhibition events to not just 
showcase the WRMP, but also other parts of the 
business such as the Customer Care Team and 
Leakage); 

 The company had clear engagement objectives and a 
framework to monitor success; 

 Knowledgeable staff manning exhibitions; 
 Engagement was targeted at those geographic areas 

which would be most impacted by the five key water 
resources options: Arlington Reservoir; Broad Oak 
Reservoir; Aylesford Reuse; Aylesford Newsprint; 
and Peacehaven Reuse schemes. In response to 
CCG challenge, geographic reach was also 
broadened to include customers in the west of the 
region through events at the Farnborough Laboratory 
and in Basingstoke; 

 Good use of different media including for the first time 
proactive use of social media; 
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 The company worked with parish councils to identify 
the best venues for exhibitions to maximise 
engagement: Sturry, Hackington and Blean parish 
councils recommended that three drop-in sessions 
took place, one in each village as the Broad Oak 
Reservoir proposal affected each parish. This was 
consequently one of the more successful events with 
reportedly “176 highly engaged people attending over 
the three days”, an 11% increase on the number who 
attended the one exhibition during dWRMP14; 

 The company improved the reach and level of 
engagement achieved – compared to dWRMP14 it 
doubled the number of people attending public and 
staff exhibitions, more than tripled the number of 
interest groups with whom it engaged and had a 
strategic approach to using social media. This 
resulted in more than double the total number of 
representations received in response to the plan 
compared with previously; 

 Changes to the WRMP are also clearly 
communicated on the website52. 

We note a comment from Kent County Council, which 
reported that:“The engagement has been informative, 
timely and well managed by SEW.” 

Environment Focus Group  

SEW’s EFG met quarterly throughout the process to 
discuss a range of resilience issues including water 
resources, the environment, biodiversity and drought. The 
group includes representatives from regulators, councils, 
charities, environmental NGOs as well as interested 
individuals (ref p.20 business plan). Attendance is high, 
reflecting the value members place in the group. 

                                                 
52 https://corporate.southeastwater.co.uk/about-us/our-plans/water-
resources-management-plan-2019 

Many of the participants have been involved since PR14, 
meaning there is a good level of expertise that has been 
built up over time and the sessions can be genuinely 
deliberative. In practice it is a forum where SEW can seek 
views on more complex issues and members have an 
opportunity to really understand some of the trade-offs the 
company is making.  

The company is open and undertakes follow-up calls and 
correspondence on issues if people have questions about 
the meetings or in between catch-ups. External speakers 
are invited as suggested by EFG members. 

More than a third of respondents to our independent 
survey of EFG members said it was ‘very useful’ and an 
additional half ‘fairly useful’. Also almost three quarters 
said SEW engaged either ‘extremely well’ or ‘very well’ 
with their organisation. 

In members’ words: 

 “It gives the opportunity for non-SEW and non-
specialist participants to understand what drives the 
planning for future water supply and what rules and 
constraints SEW operates under. At the same time it 
is a forum where several specialist participants 
(Natural England, Kent County Council, etc) can 
openly table concerns with a large enough group to 
enable significant in-depth discussion.” 

 “South East Water report their proposals clearly and 
openly, provide detail when requested, and evidently 
take EFG views seriously.” 

 “The company is open, shares information and 
answers questions openly and honestly.” 

 “Everyone can contribute because it is an open, safe 
environment to contribute and for the most part 
everyone's view is considered equally.” 

 “SEW clearly gives careful thought to what issues to 
raise with the EFG and how best to do that. The 
issues that they select for the meetings reflect both 
SEW's needs and the interests of the group, and the 
level of detail is generally about right. SEW generally 
engages with the group early enough so that the 
discussions can really influence the company's 
approach, rather than just presenting things 'for 
information' after decisions have been made.” 

 “I believe that other water companies could learn 
from SEW.” 

There are, however, exceptions to these more positive 
views, suggesting a more mixed picture. This is potentially 
due to the different levels of engagement members have 
with SEW outside of the EFG meetings: 

 “Much more collaboration and a two-way, listening 
environment [is needed] from SEW. By the nature of 
the quarterly meetings, there is a lot of information 
passed to attendees through presentations, etc, and 
there is very little opportunity for response, and even 
less, it would seem, of an interest from SEW in 
receiving and acting on feedback.” 

 “It is clear SEW think their EFG is an excellent format 
to receive and act on environmental views – it is, for 
example, lauded in their WRMP. However, the 
actuality of the strength of voice from the group, and 
how it is listened to and acted on by SEW, is very 
different to what is portrayed.” 
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Engagement around resilience options 
selection 

A key lesson learned from PR14 was for SEW to have 
better identification and screening of options (EFG Feb 2-
17). While there is still room for improvement, 
PR19/dWRMP19 has seen a step change in the range of 
SEW engagement around selecting water resource 
options and the company’s openness. This included a 
funnel of ideas where different groups were engaged at 
different parts of the process until the number of options 
was narrow enough to discuss with customers: 

 Issuing a public invitation for ideas to increase water 
supply and to manage demand via online channels, 
OJEU procurement process, and by directly 
contacting abstraction licence holders among other 
channels. This resulted in 99 unconstrained options, 
subsequently filtered to 77 constrained, then 25 
feasible options that fed into SEW’s final modelling of 
solutions; 

 Surveying household customers about their 
household occupancy, ownership of water-using 
appliances and water use in the home to inform 
demand forecast assumptions. This had 14,374 
responses; 

 Carrying out two sets of qualitative and quantitative 
research with Accent and ICS to explore customers’ 
views on water resource options (see below) plus use 
of the relatively innovative Supercharge gamification. 
Not unsurprisingly, ‘reusing treated waste water” was 
a much more popular option [9th in ICS and in 
Accent’s] than when it was called “effluent reuse”;  

 EFG members were, via regular meetings, also taken 
on the journey of the company’s screening process 
from 510 options, reduced to 175 for the most 
feasible. As a result:  
o More than three quarters of respondents to our 

EFG survey felt SEW was comprehensive in its 
consideration of water resources options (just 
under a third ‘very comprehensive’, and just over 
half ‘fairly comprehensive’);  

o  
o 

More than half of respondents said that they 
thought the company “always listens” to their 
ideas and suggestions and an additional third 
felt they ‘often’ do;  

o Only a couple of people said there were areas 
they felt had been insufficiently discussed in the 
development of the company’s water resources 
and resilience proposals. 
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ICS water resources options research 

ICS’s WRMP validation research was an example of 
better practice in how to engage customers on complex 
water resource options. The approach included (on CCG 
request) a cognitive test to ensure understanding, 
followed by six focus groups in different parts of the region 
to seek views and hone the quantitative materials and 
interpret findings, followed by a survey of 616 household 
customers.  

ICS produced some attractive showcards (see p.28), 
which managed to explain complex approaches such as 
catchment management, rota cuts and desalination 
relatively simply. CCG members, including Natural 
England and the Environment Agency ensured the 
descriptions of the advantages and disadvantages were 
unbiased.  

The focus groups explored customers’ views, attitudes 
and beliefs around the resilience of their water supplies 
and the varying risks of restrictions occurring. While 
customers struggled with evaluating resilience risks (see 
below) the facilitator did a good job of really bringing to life 
the reality of what being without water could be like. As a 
result many customers went on a journey from ‘stiff upper 
lip, I’d get on with it’, to realising, in the case of rota cuts 
and standpipes, that it could have quite a substantial 
impact on their lives.  

In response to CCG challenge, the company actively 
recruited participants who had experienced supply 
interruptions. This worked well as members were able to 
share their practical experiences of being off supply, 
which helped build other participants’ understanding. The 
discussions about SEW’s proposed water efficiency and 
leakage targets included relatively clear comparative UK 
water industry performance data. The results suggest 
that, unless well designed in quantitative surveys, 

customers risk underestimating the problems caused by 
supply interruptions. 

In the final survey 510 customers were surveyed online, 
and in response to CCG challenge 106 interviews were 
carried out face to face to improve accessibility.  

The qualitative research indicated that many customers 
struggled to understand notions of risk and probabilities 
associated with a one in 100 or one in 200 event. ICS’s 
end survey got good/bad comprehension.  

Water efficiency options 

SEW’s approach enabled both expert organisations and 
customers to propose ideas to help reduce water 
efficiency. Many of these ideas are now reflected in the 
proposals.  

On the customer side, through a water diary pre-task, 
customers were encouraged to come up with their own 
ideas for how they could or did save water. Ideas ranged 
from using tumble dryer water to water plants, to more 
standard shower timers.  

Alongside this, the company tested a range of more 
creative water efficiency products and services including 
water reports, Nectar points and other rewards. 
Customers were particularly keen on smart meters – 
having more data to be able to better control their water 
use and budget more easily.  

On CCG challenge the company sought views on 
community incentives and competitions, greywater 
recycling, and innovative tariffs such as CLP Power in 
Hong Kong's 'Power Your Love' tariff, where water 
reductions by one customer can be given in financial 
support to a neighbour struggling to pay their bill. 

Ongoing engagement  

SEW has some good examples of ongoing engagement 
with customers and stakeholders: 

 It’s ‘award winning’ Advizzo project is a demonstrable 
example of how behavioural change approaches can 
be used to encourage water efficiency. The 
company’s pilot of 22,000 customers, which involved 
sending customer water use reports with tailored 
advice, received positive customer support and initial 
water savings of at least 2%. While these kinds of 
approaches are not innovative in other sectors, we 
recognise that no other water company is doing this 
at such scale; 

 The company’s open days are an ongoing 
opportunity for any customer or stakeholder to meet 
with SEW regularly through the year and talk face-to-
face with a range of employees. A lot of the issues 
discussed are around resilience – e.g. advice about 
signing up for “In Your Area” or communicating about 
latest water resource situation; 

 There has been a step change in the company’s 
engagement with planning authorities and local 
councils as part of business-as-usual activities. New 
‘duties to co-operate’ on councils have encouraged 
this trend, e.g. over the past 12 months SEW has 
been involved with updates and consultations for 
seven local plans, six neighbourhood plans, five 
water-cycle strategies, seven infrastructure delivery 
plans, three large strategic development proposals 
and three national infrastructure schemes; 

 In line with statutory requirements, SEW feeds back 
to all respondents (who were happy to provide 
contact details) to its consultation by producing a 
Statement of Response, which is also published on 
its website; 

 Partnerships – including WRSE, Save Water South 
East, Water UK, UKWIR, Kent Demand Group. 
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Triangulation  

On paper SEW has an incredibly robust triangulation 
process in place which, following CCG challenge, has 
been independently assured by Accent. However, at the 
time of writing we have not had the opportunity to discuss 
any tensions that have emerged or been triangulated in 
practice. The company says this is because the research 
showed that, whilst there was an order of preference, 
none was disliked so that tension did not materialise. 
Also, that doing more on per capita consumption and 
leakage has meant that the less popular schemes such as 
‘effluent reuse’ and desalination were no longer needed. 

Water company collaboration 

Some welcome steps have been taken to improve joint 
working between water companies, e.g. we understand 
South East Water has had a leadership role on Water 
Resources South East and EFG members attended their 
joint water company event in Gatwick which received 
positive feedback. Water companies also jointly 
commissioned Experian, which has worked with the local 
planning authorities in the region, to develop a population 
and property forecast that meets WRMP guideline 
requirements and is suitable to be used in company 
WRMPs. This was a more cost-effective approach. There 
is strong support among stakeholders for greater 
alignment between water companies’ engagement 
approaches in the South East (see WRMP consultation 
responses) to remove the resource burden on 
organisations involved in working with multiple companies 
and deliver more effective regional planning (see below).

Resilience workshops  

At the resilience workshops customers were presented 
with a brief presentation about the company, followed by a 
discussion where they gave views on what they saw as 
the potential risks. There were high levels of engagement 
and a significant number of risks identified. Customers 
were also able to give their views on what they thought 
they could do to change their behaviour to reduce the 
resilience risks they faced. The workshops were useful in 
understanding customer expectations on resilience and 
ensuring the company met them. However, customers did 
not have sufficient information to give informed views on 
the best options. In those table discussions observed by 
the CCG customers, discussions were sometimes based 
on incorrect and uncorrected assumptions. 

Resilience engagement - areas for 
development/limitations 

Engagement on future service levels 

The current and future resilience of water supplies, and 
levels of service around restrictions, are complex topics to 
explore with customers. In all pieces of research 
undertaken, customers generally understood the concepts 
of planning for the future and that a drought is caused by 
insufficient rainfall and the reasons for hosepipe bans and 
standpipes.  

However, issues arose when discussing probabilities – 
particularly the proposed move from one in 100 to one in 
200 reference levels for resilience. SEW took positive 
steps to improve understanding with simplifying materials. 
None the less, while sharp, educated customers found it 
easy to understand risk plans and interpret graphs less 
savvy customers needed a significant accompanying 
narrative to understand this information.  

Our observations suggested that cognitively those that 
struggled decided that on the whole they wanted less risk, 
and they were willing to pay for this, for the proposed 
price. While the findings need to be interpreted with some 
caution, they are nonetheless sound.  
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More deliberative research 

While the EFG is a deliberative space for those interest 
groups and experts that can attend, these members often 
have their own agendas. The company did not carry out 
any truly deliberative work with the public where it 
properly explained to customers the advantages and 
disadvantages of water resource options and service 
levels and got their informed views about the future. That 
said, given the wide range of research that SEW 
undertook, and the consistency of findings, it would seem, 
with the exception of lack of customer research on the 
ODIs (where it is hard to judge the impact) this does not 
seem material. 

Future consumers 

According to SEW’s qualitative research, future 
consumers have a range of priorities including 
water/waste recycling, water efficiency products, smart 
meters, protection against terrorism, smarter pipework 
among others. These are remarkably similar to things 
happening today. While we commend SEW for trying a 
futurologist, in practice the learnings were limited. In 
addition, there was no work undertaken with children and 
young people. This voice is underrepresented.  

Earlier engagement on WRMP 

Natural England and the EA recommend that in future 
SEW engage more with stakeholders beyond the EFG 
prior to the publication of the draft water resources 
management plan. The majority of engagement was 
carried out afterwards. 

                                                 
53 https://corporate.southeastwater.co.uk/media/2568/south-east-water-
dwrmp19-statement-of-response-240818-final.pdf 

Co-creation 

The EFG has the potential to be a genuine forum for co-
creation, but currently tends to follow a format of ‘SEW 
presents, people ask questions and make comments’. 
The break-out sessions that have been tried are very 
popular. There is a real desire from some members for it 
to be less top down, to allow more time for discussions 
and for people to input earlier in the development of some 
of the proposals. The level of engagement members have 
seems to vary. The business plan and water resources 
engagement teams are separate and the customer insight 
and engagement learning does not appear to be being 
shared as well as it might across the teams. This is 
illustrated by the fact that the company did not include 
feedback to the dWRMP consultation on PCC in its 
assessment of what is a stretching target. As part of the 
development of its innovation toolboxes, South East 
Water should consider how it can develop and share 
engagement and behaviour change best practice and 
learning across all parts of the business.  

Inclusivity incl. WRMP 

A couple of respondents to our EFG survey mentioned the 
absence of local authorities and environmental NGOs 
around the table. SEW reports it has attempted to 
broaden the membership of the EFG but with limited 
success. In its Statement of Response to the draft Water 
Resources Management Plan53 SEW also notes the 
decline in local planning authorities and councils that 
responded. 

The EFG survey and WRMP consultation responses 
highlight some of the barriers councils and NGOs are 
facing, and SEW needs to recognise and respond to 
these views: 

 “From a personal perspective, due to work 
commitments, I cannot attend every meeting as I 
work for a charity and my time must be charged to a 
specific grant or project. Due to this constraint on my 
time I fund my attendance from a government grant 
to implement the catchment-based approach (CaBA) 
in various catchments in the SE. However, this 
budget is very tight and totally inadequate to 
implement CaBA in the first place, this additional 
pressure on this resource is therefore not ideal. When 
these budgets are exhausted, I simply can't attend for 
the rest of the year.” Charity; 

 “It is difficult to respond as fully as we would wish due 
to the large amount of information presented. The 
problem is somewhat compounded by the differing 
approach taken by each water company, which adds 
to the complexity of the challenge of responding to 
several water companies’ dWRMPs simultaneously.” 
County Council. 

SEW should consider new engagement models alongside 
its EFG approach, and as part of its Partnership Toolbox 
activity understand how it can help key partners to 
engage, e.g. we understand Thames Water funds certain 
organisations to attend its stakeholder forums to ensure 
representation. 
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Water retailers 

SEW made proactive attempts to engage water retailers 
on resilience issues but had zero response rates. We 
understand this was the experience of a number of other 
water companies. While we appreciate the challenges, 
given that the majority of non-household customers are 
with a single water retailer and collectively make up 94% 
of the water use, a way must be found to build that 
relationship. It will be essential to support demand 
reduction initiatives given that the retailers ultimately ‘own’ 
the relationship with the customer and their water 
efficiency offerings will fundamentally influence demand. 

Benchmarking 

SEW currently benchmarks its resilience engagement 
performance against its own historic performance (CCG 
12/8). As a CCG we have challenged the company to 
understand what good looks like for other organisations. 
We do not know for example if 50 people turning up to a 
community exhibition is good or bad relative to other 
companies (CL146). We believe it is the company’s 
responsibility to do this. 

Engagement on measures and 
performance commitments 

Engagement with stakeholders on the individual ODIs had 
not been built into SEW’s initial engagement plan and the 
company underestimated the time needed to engage 
meaningfully on these issues. The CCG challenged SEW 
to engage with experts to get informed views on what 
good looks like and what stretching looks like. Despite a 
faltering start, and a preference towards organisations 
with which it had existing relationships, in the end SEW 
achieved a reasonable spread of expert views on its 
environmental and resilience measures and performance 
commitments thanks to presentations at the EFG and 
bilateral meetings.  

Transparency and trust 

SEW’s business plan has a strong focus on trust. To 
deliver on this, SEW needs to ‘get better’ at explaining its 
decisions. Waterwise, for example, raised concerns that 
the company had not properly considered a number of 
standard and more innovative approaches to water 
efficiency notably: home welcome packs; household leak 
detection sensors; discount vouchers; and incentives for 
grey water harvesting and leaking toilet repairs. Many 
were already included in its activities, e.g. leaking toilet 
repairs and discounted water efficiency devices, which 
people were not aware of. Others have now been adopted 
in the final proposals. Some members of the EFG, as 
noted, also reported that they were not always aware why 
their views had not been taken on board. 

Simplicity 

Linked to above, and our single most compelling 
recommendation to SEW, is that it needs to simplify and 
often shorten its communications. Communicating and 
engaging needs to be the responsibility of all teams, not 
just the communications team. Papers can be long, 
produced by people potentially too close to the subject 
matter to explain it in plain English, and even some public-
facing materials such as the A5 booklets are littered with 
technical jargon, small font sizes and complex graphs. 
The company often struggles to tell its story – even the 
good things it is doing. 

Contrary to SEW’s assertion, while we recognise that 
there are some examples of good practice, and that 
improvements have been made, not all materials are 
‘clear and well written. In the words of one biodiversity 
stakeholder: “They are an excellent land owner but in all 
aspects of dealing with people they fall down in how they 
communicate... keep it simple!” 
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Degree to which the findings from 
engagement are reflected in/driving the 
resilience proposals

We support the holistic way in which 
SEW has approached resilience, 
focussing on: 

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

 The company’s own operational activities – where the 
consequences of a problem are immediately felt, or 
can be part of the problem; 

 The firm’s customers – where a change in their 
behaviour can prevent greater impact on their water 
supply service; 

 Its business – and how it functions and manages the 
risks of delivering its plan. 

Resilient customer concept 

We are excited by the potential of SEW’s proposed 
resilient customer concept. While the approach was not 
driven by customers, it is an innovative way to meet its 
expectations and priorities. As it empowers people to help 
themselves, it also reflects a recurrent theme from 
qualitative research, that many (though importantly not all) 
customers want more control over their situation. 

We are particularly pleased to see the non-household 
resilient customer included. This was the product of direct 
challenge from the CCG to recognise the unprompted 
voices from NHH customers in focus groups; they wanted 
SEW to be proactive in telling them as early as possible if 
it looked as if they had leaks and to help fix them. Also, it 
builds on lessons learned from the March freeze/thaw 
incident that highlighted how ill-prepared many 
businesses, including water-dependent businesses, were 
for interruptions. 

However, we recommend that SEW works with customers 
and also those involved in emergency planning, to further 
test and develop its resilient customer concept – in 
particular to explore in more detail what services and 
information would be most valued and to identify the best 
way to package and communicate the approach. In this 
spirit, we would encourage South East Water to consider 
resilience as a co-creation work stream for its 
partnerships toolbox.  
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A. Environment and biodiversity

SEW’s research indicates that protecting the natural 
environment is a priority for many customers, and 
seemingly a higher priority than it was for PR14. The 
company’s qualitative research indicates it is potentially 
an ‘enhancing factor’ in terms of customer perceptions of 
value for money.  

More than half of HH customers (53%) believe that 
environmental challenges should be the top priority for the 
company and this view was supported by both willingness 
to pay and a range of qualitative feedback. However, 
support varies significantly across customer segments 
with 64% of Global Advocates thinking that the 
environment should be a top priority down to only 11% of 
Just Me & Mine. 

Non-household 

WRMP resilience option choices were highly consistent 
between HH and NHH customers. 

However, the approach to choosing them was slightly 
different. NHH customers were trying to balance cost, 
environment and social responsibilities, whereas HH 
customers were mainly driven by the environmental 
impact. 

That said, more than half of non-household customers 
(57%) also believe that environmental challenges should 
be the top priority for SEW. There are no significant 
variations between the segments but customers receiving 
sewerage services from Thames Water (61%) feel more 
strongly that environmental challenges should be a top 
priority than those in the Southern Water region (56%).  

Summary 

The CCG is assured that SEW’s priority areas are in the 
public interest and valued by the majority of customers 
albeit, not equally by all: 

 Protecting wildlife and increasing biodiversity; 
 Managing the risk of invasive non-native species 

(INNS); 
 Building resilience into surface-water catchments; 
 Building resilience into groundwater catchments; 
 Ensuring abstractions are sustainable; 
 Carbon accounting. 

While natural capital accounting has not explicitly been 
tested on customers, the CCG is supportive of its 
inclusion given that this is best practice. It also reflects 
customers’ desire for the company to develop 
environmentally sustainable practices and policies such 
as reducing waste.  

Extent to which SEW is meeting its 
statutory obligations 

To support the regulators in their statutory roles the CCG 
requested that SEW assessed its proposals against Water 
Industry Strategic Environmental Requirements (WISER)– 
this assessment was submitted to NE and EA on August 
17, 2018.  

Natural England 

Natural England commends South East Water for its 
exemplary work and consistent commitment to protect 
and enhance wildlife and increase biodiversity on 
company-owned land. It is Natural England’s view that 
SEW is meeting all of the statutory and most of the 
statutory-plus requirements of WISER with respect to 
wildlife landscape and recreation. SEW is also 
contributing to some non-statutory requirements of 
WISER through its catchment work currently and very 
significantly going forwards in its business plan. 

NE said: “For biodiversity on the land they own, SEW are 
an exemplary landowner and have helped save one of our 
rarest species from extinction and are custodians of some 
very fine land of which they are rightly proud.” 

The Environment Agency 

The EA representative has raised no specific concerns at 
this stage about the company’s proposals to comply with 
the statutory environmental obligations. This recognises 
that the EA will be undertaking its own assurance process 
directly with the company, which will be reported to Ofwat 
and Defra in due course.  
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More detailed specific points from the regulators on the 
proposals and performance commitments are highlighted 
as appropriate throughout this chapter.  

Issues raised by customers but not 
reflected in the plan  

Removal of environmental commitments 

The company avoiding polluting the environment was a 
priority raised by customers in qualitative research. It was 
voiced as a distinct issue, as was carbon reduction, 
separate from a general desire for the company to protect 
the environment.  

SEW is proposing to remove five statutory environmental 
commitments from its PR14 PCs. The CCG is keen that 
the company continues to have a strong focus on these 
areas, given customer support and WTP for 
environmental protection. This is especially the case for 
the ‘pollution incidents’ PC where the company has had a 
relatively poor performance in the last two years. 
However, there are mixed views in the CCG over whether 
or not the removal of these PCs is appropriate. The 
Environment Agency, for example, is opposed to their 
removal given both their importance from a public interest 
and customer point of view. Others are of the view that 
given these are statutory requirements and the company 
has agreed to report on progress against the existing 
performance measures as part of its responsible business 
KPIs, they are comfortable that they will continue to have 
visibility. 

                                                 
54 Blueprint for water is supported by 48 organisations with significant 
membership in the South East, who are focussed on conserving and 
enhancing access to landscapes, animals, plants, habitats, rivers and seas 

Protecting wildlife and increasing 
biodiversity 

Customer and shareholder views 

Protecting wildlife and biodiversity is sixth out of 11 
(Accent) in customer priorities for improvement and there 
was a positive willingness to pay. This compares to PR14, 
where it did not feature as a customer priority. It is unclear 
if this shift in views in support of biodiversity is as a result 
of what SEW calls the ‘Blue Planet effect’, which has 
helped to raise awareness of where water comes from 
and the impact of pollution on biodiversity and wildlife. 

On the whole, water resource options that have positive 
environmental impact tended to have a higher customer 
appeal i.e. catchment management. However there was 
support for underground storage. SEW reports that this 
was removed as an option on environmental grounds due 
to its impact and deliverability.  

Stakeholder views 

In order to have an understanding of the degree to which 
nature organisations’ expectations have been met, the 
CCG requested South East Water undertake an 
assessment of the extent to which its proposals meet 
Blueprint for PR19’s proposals54. SEW believes it has 
“met all the criteria satisfactorily”. 

WINEP 

SEW is proposing to deliver its part of the Water Industry 
National Environment Programme (WINEP). This includes 
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. 

While this PC arguably reflects what many customers 
want from their water company, there was no specific 
customer engagement on this PC beyond the 
acceptability and outcomes survey where 58% of 
customers gave an impressionistic view that the PC was 
stretching, 22% thought it was not and the rest did not 
know. We doubt customers really appreciated the scale of 
the task involved, given the description they were 
provided with outlined below:  

The Water Industry National Environment 
Programme (WINEP) details what water 
companies need to do to meet their 
environmental obligations. It is developed by 
the Environment Agency working with Natural 
England and water companies.  

The final list of obligations will be set by the 
Environment Agency (EA).  

Target: to deliver WINEP in line with the EA’s 
requirements. This is likely to be stretching as 
South East Water expects the WINEP to be 
three times bigger between 2020 and 2025 
than it has been historically. 
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Many EFG members gave a view on this measure. Our 
EFG survey found the overwhelming majority supported 
its inclusion. However, a majority (seven of the 13 that 
responded) thought the PC was not by its nature 
stretching.  

The CCG considered if it was appropriate for a statutory 
measure to be included and if an incentive was needed 
given that the company was already performing well in 
this area. WWF queried the value of this ODI if the 
company did not incur a financial penalty if they failed to 
reach the target.  

The EA and others felt that: in practice it was a 
challenging target to reach in five years; the extra visibility 
would be useful; and while the PC was statutory, it also 
reflected a customer priority.  

The EA, while content with the PC, would have liked to 
have seen a PC for base delivery of WINEP with 
outperformance payments for over-delivery – where the 
company would be doing more (say, biodiversity 
improvements) than required for the WINEP scheme. 
Instead the company has chosen separate PCs to reflect 
this work, rather than WINEP delivery.  

On balance, given the complex nature of the delivery of 
this scheme and as it is a reputational-only measure, the 
CCG is of the view that there is merit in giving this 
programme of work and SEW’s positive performance 
additional visibility.  

Protecting wildlife and biodiversity 

This measure is focussed on increasing the number of 
hectares of company land that SEW proactively manages 
and monitors so as to produce a net gain in 
biodiversity/wildlife through active conservation work. 

While this PC arguably reflects what many customers 
want from their water company, there was no specific 
customer engagement on this PC beyond a survey where 
47% of customers gave an impressionistic view that the 
PC was stretching, 39% thought it was not and the rest 
did not know.  

More than two thirds of EFG members who responded to 
our survey said they inputted into the development of this 
target. The overwhelming majority of EFG members 
support this measure. 

The regulators and the EFG both queried how the 
company would measure and evaluate ‘net gain’ in 
biodiversity and a number of changes were made 
following one-to-one engagement (see SEW’s Outcomes 
appendix). SEW subsequently developed a definition with 
the EA and shared this with the EFG. However, less than 
half said they thought the target was suitably stretching. 

NE particularly welcomes the proposal to increase the 
area of actively managed land from 54% to 67% within the 
next five years and to 84% by 2040 with potential to 
significantly increase biodiversity across South East 
Water’s landholdings. NE believes this is a challenging 
commitment given the scale of the gains and the 
company’s current high baseline. It will be working with 
South East Water in developing suitable biodiversity 
metrics in line with revised Defra guidance (due in 
September) to support this commitment.

Engagement with landowners 
(catchment management) 

Traditionally SEW has built treatment plants to remove 
pollutants from water abstracted, but these are expensive 
to build and operate. Catchment management is a new 
approach SEW is taking to remove pollution at the source 
before water is abstracted. It is less expensive but with 
less certainty of outcome. 

Current SEW catchment management schemes are 
focused on improving water quality. However, the 
approach can also be used to improve water resource 
resilience and contribute to more sustainable 
management of water resources. Catchment 
management involves working in partnership with 
landowners, farmers and NGOs. 

The CCG recognises this is an innovative performance 
commitment proposing a target of 42% engagement with 
landowners in priority/at risk areas. This is the equivalent 
of addressing the land management practices on circa 
14,217 hectares in SEW’s supply area – its current 
performance is reportedly 9,627 hectares, or 28% 
engagement. 
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Customer engagement 

Partnering with landlords was ranked fifth out of 11 by 
customers in SEW’s priorities for improvement research 
with a positive willingness to pay – behind carbon 
emissions and energy use, leakage, taste and smell not 
ideal, water supply interruptions over three hours.  

In the NHH WTP research it ranked lower at six out of 10, 
but the amount that NHH customers were willing to pay 
was higher at around £10 per year compared with HH 
customers being willing to pay approximately £5.50 a 
year. The positive impact on the environment compared to 
other resource options was a key appeal.  

Had time permitted, we would have liked SEW to 
undertake deliberative research to draw out customer 
views on the balance between water customers funding 
more environmentally responsible farming practices, 
including to reduce the costs of subsequent water 
treatment, and legislative and regulatory measures based 
on the “polluter pays” principle to address water pollution 
and environmental degradation from the agricultural 
sector. 

Measure 

The CCG challenged SEW to: make this measure more 
outcomes-focussed; clarify the definition of “active 
engagement”; to consult its Environmental Focus Group 
and to demonstrate that there was no “double counting” 
between this performance commitment and other 
commitments and activities in the business plan. 

Stakeholder views 

The overwhelming majority of EFG members supported a 
focus on this. The company engaged one to one with a 
number of stakeholders including Natural England, Kent 
County Council and two member organisations in its 
Environmental Focus Group. All were supportive of the 
measure.  

A more outcomes approach was preferred, rather than 
activities-based, especially as a lot of the other 
environmental performance commitments are outputs-
based. In response, SEW told us that the resulting 
improvements to water quality would need to be 
measured over a long period of time to see any impact 
and so this measure of “hectares subject to engagement” 
is more suitable at this time.  

In practice the CCG recognises that this will be the start of 
a longer-term aspiration and dependent upon the interest 
shown by and participation of landowners, which was not 
completely certain. An activity-based approach was 
therefore seen as pragmatic in these circumstances.  

The EA pushed for a further expansion of the activities 
included in the measure, beyond farm site audits, water 
efficiency and advice packages. This now includes a 
range of measures including: training; biodiversity 
enhancement packages; pesticide calibration training; 
crop trials and other trials to improve water quality or 
quantity; incentive payments to use alternative products; 
and capital payments to improve farm infrastructure 
(though the concept of ‘polluter gets paid’ was not tested 
on customers). 

A little short of two thirds of EFG members who 
responded to our survey thought the target was 
stretching. Natural England, for example, felt that the ODI 
was challenging while WWF thought that it should be 
increased. The company has documented its response to 

this feedback and the resulting changes made to the PC 
(Source: Appendix 7, Outcomes and Delivery).  

Natural England supported the commitment to increase 
engagement with landowners in priority risk areas from 
28% to 48% within the next 5 years and to 60% by 2040. 
It believes this to be a challenging target which can deliver 
significant water quality improvements in the long term. 

The CCG queried if it was ambitious enough given that 
SEW is already industry-leading in this area with its 
‘award-winning partnership with Catchment Sensitive 
Farming’. Accent’s acceptability survey found that only 
49% of HH customers found it ambitious (but as 
mentioned this figure should be treated with some 
caution).  

In order to understand how difficult it might be to reach 
this target we requested information on how many 
landowners there were in SEW’s area and in practice 
what would be the minimum number of landowners to 
engage with to meet the target. We were told that varied 
from one catchment to another. For some it was fewer 
than 100 landowners, while for others it was hundreds. It 
would be useful to have a more precise understanding, 
but the company said it is clear that the PC cannot be 
achieved by only engaging with a small number of 
landowners. 
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Open challenges 

We have an open challenge for SEW to explain if likely 
changes to farming legislation post-Brexit could result in 
new incentives on farmers that would greatly facilitate the 
delivery of this PC, or indeed wider delivery. 

In its statement to us, which is included as an appendix to 
this report, the DWI said: “We are currently awaiting 
ministerial guidance about future use restrictions for 
metaldehyde and will look to revise the existing 
undertakings once this guidance has been received.” If 
this ban is implemented then the scheme will not be 
necessary.  

Engage with other abstractors 

Water companies account for about 20% of the water 
abstracted from the environment and therefore a holistic 
view of the water environment is needed by companies to 
ensure that best value supply/demand solutions are 
implemented for customers. 

SEW is proposing to undertake an innovative pilot project 
linked to two high-risk rivers which are less resilient to low 
flows – the River Cuckmere and the Little Stour – to work 
with other abstractors of water to encourage them to be 
more water efficient in their practices and processes, as 
there is no strong incentive for abstractors to do this 
currently.  

Engagement 

Customers were not engaged on the acceptability of this 
approach and we did not ask this question as part of our 
EFG survey. Some 49% of customers gave an 
impressionistic view that the PC was stretching, 33% 
thought it was not and the rest did not know.  

It should be noted that the idea for this approach came 
from a CCWater meeting where the question was raised 
by a CCWater member. In addition, both the EA and 
Natural England think this is an innovative proposal with 
exciting potential. 

The CCG and EFG challenged the company to ensure the 
activities that form part of this measure were future-
proofed and flexible enough to respond to lessons learned 
and emerging need. Also, to clarify how this would be 
counted, e.g. by individual measures taken up or 
landlords engaged with. Consequently SEW adapted the 
measure to enable new activities to be included. Changes 
are possible but subject to the agreement of the 
Environment Agency and the company’s Environmental 
Focus Group, in order to ensure fair play.  

Performance commitment 

EA thinks a pilot approach is sensible.  

The CCG thinks that SEW should be given credit for the 
innovative nature of this measure. It has not been tried 
before and the company does not have any powers or 
legislation to facilitate its approach. 

We would agree with SEW that:“If successful, this 
measure has the capacity to create naturally resilient 
catchments by targeting and reducing water use by other 
abstractors that is impacting surface water flows, and may 
therefore result in more water available for use by water 
companies, which could lead to a reduction or delay in the 
need for traditional supply-side solutions benefiting 
customers and the environment.” 

The EA supports South East Water’s commitment to 
increase engagement with landowners in priority risk 
areas from 28% to 42% within the next 5 years and to 
60% by 2040. It believes this to be a challenging target 
which can deliver significant water quality improvements 
in the long term.  

Given the uncertainty and genuinely innovative nature, we 
recognise why this is reputational. 
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Abstraction Incentive Mechanism

This bespoke Abstraction Incentive Mechanism (AIM) is a target for SEW to reduce abstractions at environmentally sensitive 
sites during times of low flow. It focuses on Kingston, Charing and Itchel, which are less resilient at times of low flow. Once 
environmental trigger levels are reached, abstraction at these sites will be reduced and other sources used. 

This aim in SEW’s words is to “rest the most vulnerable environmental habitats and provide a direct benefit to the headwaters 
of chalk streams when flows are low during very dry periods”. 

The company discussed selection of the abstraction sites with the EFG and the locations with the EA. Our EFG survey found: 

 

 
Yes No Not sure /  

cannot remember

SEW consulted me / my organisation on this area and 
explained their approach 54% 8% 38% 

I / my organisation support a priority focus by SEW on 
this area 46% 8% 46% 

I / my organisation inputted into the definition of the 
target in this area e.g. what they should measure 
exactly 

62% 8% 31% 

SEW discussed their proposed target for this area 
including providing comparative information on 
performance &amp; explaining the impact on 
customer's bills of SEW meeting or missing the target. I 
felt able to give an informed view

31% 23% 46% 

I think the proposed target in this area is stretching 15% 23% 62% 

At the time of writing, SEW was updating the measure to 
reflect feedback from stakeholders.  

The EA had not seen the financial incentive proposed but 
was supportive of rewards and penalties on 
environmentally sensitive sites.  

NE noted that in the round the biodiversity measures and 
detail of catchment proposals, both on water abstraction 
and catchment management work for the next AMP are a 
significant improvement upon what was done this AMP on 
catchment work, and that this is very welcome. 

Greenhouse gas emissions 

This performance commitment covers the amount of 
operational greenhouse gas emissions (GHG emissions) 
that the company produces per megalitre of treated water. 
The company proposes to reduce this to 58kgC02 by 
2024/25. This is a reduction of around 80% from current 
levels. 

The company told us: 

 Its 2017/8 performance was 288kgCO2, which was a 
12% reduction from the 2016/7 performance of 
329kgCO2. This improvement was mainly as a result 
of grid decarbonisation. 

 SEW will naturally benefit from the overall grid 
decarbonising and this will lower the figures reported 
under the emissions measure for SEW (as it will for 
all companies). 

 Around 90% of the company’s reported emissions is 
in relation to energy it purchases via the grid; around 
10% of its reported emissions is in relation to 
transport and use of energy by its outsourced 
contractors. 
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 SEW’s current energy contracts run to 2022 but the 
purchase of 100% green energy is an option after 
that. There is currently an energy price premium for 
that and the company is concerned about the 
uncertainty of this premium during 2020-2025 and 
whether or not green energy can be contracted over 
the longer term. 

 The company is investigating in installing renewable 
technology on some sites. This would reduce the 
emissions figure but would take longer to implement 
than purchasing green energy and there are limits to 
how much it could reduce total emissions. The 
company could also improve its energy efficiency, 
which would reduce energy used and hence GHG 
emissions. 

The company told us also that there were GHG emission 
benefits that it was not currently reporting as the land it 
owned absorbed carbon and other pollutants. This could 
be reported alongside SEW’s emissions to show an 
overall carbon picture. 

Customer support 

SEW customer research indicates strong support for the 
company reducing GHG emissions:  

 The company’s triangulated WTP research found that 
household customers were willing to pay £1.39 per 
annum for a reduction of circa 40% in “carbon 
emissions and energy use”. 

 SEW’s NHH WTP research found that NHH 
customers were willing to pay £14.21 per year for a 
reduction of about 33% and £17.76 in total for a 
reduction of around 42% in “carbon emissions”. 

 In SEW’s household WTP research undertaken by 
Accent, reducing “carbon emissions” was particularly 
strongly supported by people aged 65-plus years old 
and by women. 

The CCG requested the inclusion of ‘energy use’ in the 
description for the Supercharge research used for 
household triangulation, as switching to green energy and 
energy efficiency would be key activities the company 
might undertake to reduce emissions and the description 
offered a more tangible proposition. This may have 
influenced the level of support. 

Accent says these stated priorities are less robust than 
stated preference-derived valuations as measures of 
preference because specific improvements are not 
specified. However, they are useful as a direct measure of 
attitudes and broadly correlate with stated preference 
research and WTP. 

SEW’s qualitative research found that ‘tackling the 
implications of climate change’ could also help to increase 
perceptions of value for money. 

Performance commitment 

SEW’s initially proposed performance commitment was 
challenged by the CCG as insufficiently stretching, 
particularly after we were advised by SEW that 
approximately 90% of its emissions resulted from 
electricity purchase. Our challenges included: 

 The initially proposed reward and penalty for this item 
were especially large as they were calculated in line 
with Ofwat’s methodology using the customers’ 
willingness-to-pay result. In particular, this item 
represents more than 25% of the [initially] proposed 
£50.6m total penalty for unchanged performance 
across all the ODIs. SEW is likely to benefit from the 
general decarbonisation of the UK's electricity supply, 
even if the company itself were to do nothing;  

 In addition, it is currently relatively easy to reduce 
carbon emissions from purchased electricity, e.g. by 
acquiring existing renewable energy assets like solar 

farms and/or entering into a power purchase 
agreement (PPA) directly with existing renewable 
energy generators. This affects the credibility of the 
initial £50.6m as a meaningful total for SEW's 
exposure to penalties; 

 A stakeholder also commented as follows: “In view of 
the fact that several leading companies have 
committed to source 100% of their purchased energy 
from renewables by 2025 or earlier (see companies 
in the RE100 at http://there100.org/companies), why 
is your 24% reduction figure for total carbon 
emissions a stretching target?” 

 We also challenged SEW to consult with climate 
change/carbon experts as some companies are 
striving for zero carbon;  

 Reassurance that its approach would not result in 
windfall overpayments.  

As a result of this challenge, SEW consulted other 
stakeholders including the Carbon Trust. The company 
said to us that the Carbon Trust told them about the 
factors a company should consider when setting a target 
but was not willing to comment on whether any specific 
target would be stretching. Stakeholders generally 
encouraged the company to consider measures that 
directly reduced GHG emissions such as on-site 
renewables rather that only purchasing renewable energy. 

Following this consultation, the company proposed: 

 A revised ODI of 80% reduction by the end of the 
AMP compared with 2017/18 performance; 

 This ODI to be reputational rather than financial; 
 To be supported by a set of published metrics 

demonstrating how the ODI is achieved, e.g. energy 
efficiency, on-site renewables, purchase of 
renewables, overall grid decarbonisation. 
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In its business plan, the company also proposes to hold 
its target of 58kgC02 stable until 2040 although it also 
expresses an aspiration to explore becoming carbon 
neutral. 

The CCG view of this revised approach 
is: 

 The target recognises the strong customer support 
for reducing GHG emissions together with 
stakeholder support for a strategic approach to how 
those reductions are achieved;  

 It also recognises that SEW has not yet developed a 
robust strategic approach to deliver higher levels of 
GHG emissions reduction but has stated its 
commitment to do this; 

 We commend the company’s aspiration to achieve 
upper quartile performance and believe that this 
target is likely to be suitable to achieve that aim while, 
in a changing technological, cultural and public policy 
environment, a lower target would create a significant 
risk of failure; 

 While SEW could, in principle, achieve a higher 
overall reduction in GHG emissions (say slightly over 
90%) given the proportion coming from purchased 
electricity, there is a material risk that this might divert 
its attention away from developing a more strategic 
approach to how the company reduced emissions in 
the medium term. It could therefore be less effective 
in addressing stakeholder priorities; 

 While we understand why the company is now 
proposing reputational ODIs, we regret that there is 
not a penalty for a failure to achieve say at least 60% 
or 70% emissions reduction. We appreciate that SEW 
has not proposed a penalty because it is concerned 

about the availability of green energy and the 
associated cost implications. Nevertheless, we think 
the company is underestimating the speed of 
progress in renewable energy deployment and the 
uncertainties are relatively small compared with 
others in its business plan. We regret also that SEW’s 
proposed “metrics” are not expressed as “targets” but 
again appreciate that the company has not yet 
undertaken the work needed to underpin such 
targets; 

 To enable a combined focus on “how” as well as 
“what”, we believe that SEW should aim to achieve 
this ODI in the most effective way by the end of the 
period rather than being tied closely to in-period 
targets. Having said that, its proposed in-period 
targets do offer a useful tool to track progress; 

 The 2040 aspiration is clearly not stretching and we 
would have liked SEW to set a more stretching target, 
e.g. to become carbon neutral or “net positive”, 
absorbing more carbon than it emits, at or before that 
date. However, we do recognise this would mean a 
change to the definition of this measure. We hope 
that the company will commit to a more stretching 
long-term target in PR24. 

Natural capital valuation and accounting 

We are pleased that SEW plans to develop an integrated 
reporting approach using the well-established concept of 
"capitals", i.e. natural capital, human capital, intellectual 
capital, etc. We agree that this has significant synergies 
with the Environment Agency's recommendation that the 
company uses a natural capital accounting approach and 
that it makes sense to address the two together.  

We are pleased that the company has commissioned an 
independent assessment to examine the extent to which 
its current activities take account of natural capital and 
hope that this will provide a sound foundation for this 
work. 
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B. Operational resilience 

Having a reliable water supply remains a key customer 
priority. The company’s qualitative research indicates that 
customers expect SEW as part of its core service to be:  

 Planning for population growth;  
 Proactively investing in its network of pipes;  
 Using new technologies such as smart meters; 
 Investing in treatment works;  
 Investing in new water sources;  
 Educating customers to reduce water usage. 

The company’s qualitative research indicates a reliable 
water supply is also linked to customer perceptions of 
‘value for money’. When customers consider if SEW is 
value for money, research suggested they undertake a 
mental sum of ‘quality of water + reliability of supply + 
trust = value for money’.  

Customer views 

There is consistent evidence to suggest that customers 
support SEW’s overall proposals: 

 87% of customers supported the package ‘Every 
Drop Counts’ – which includes leakage and water 
efficiency measures; 

 84% of customers support the company’s revised 
Water Resources Management Plan. The main 
reasons for support were:  
o The proposed improvements are needed and 

will benefit future and current generations and 
protect the environment and wildlife  

o Of the 16% not supportive, reasons given 
included because water bills are already too 
expensive (45%), because water companies 
make too much profit and because the plan 
does not do enough to benefit customers or the 
environment and wildlife.  

By exception:  

Local infrastructure projects 

The CCG challenged SEW to demonstrate how they had 
engaged with local communities on projects that directly 
impacted them and responded to issues that had been 
raised. These are documented in CCG 8/6 and 
information request: 

 Aylesford Waterworks and Aylesford water reuse; 
 Arlington extension and Peacehaven water reuse; 
 Peacehaven Water reuse; 
 Broad Oak reservoir. 

In particular, following consultation and as a result of PCC 
reduction and leakage improvements, they reduced the 
number of new reservoirs required from three to two and 
removed effluent reuse from the programme.  

Greywater recycling 

EFG members reported how the company had particularly 
listened to them on greywater recycling. 

“EFG members were supportive of recycling, and some 
major water recycling projects are now included in the 
WRMP. EFG (amongst others) have emphasised the 
importance of controlling wastage, even when this might 
not be the cheapest option for delivering additional water. 
This has been taken into account in the latest WRMP.”
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Planned and unplanned works – 
disruption 

A recurrent theme from focus group participants was 
frustration around the disruption caused by utilities, 
including SEW, undertaking planned or unplanned works. 
Customers talked about roads being grid locked; 
inconvenience of having to go a different route to work or 
to take children to and from school; and the frustration of 
seemingly no coordination between companies digging up 
the roads such that a road could be dug up and sealed 
only to be dug up again not that long after. NHH retail 
customers were concerned about the impact on their 
business when roads were closed given that footfall to 
their businesses could reduce substantially, particularly 
during certain times of year which were high season for 
their trade. Customers suggested: 

 Greater co-ordination between SEW and other 
companies doing works; 

 Better and advanced information; 
 More information at the sites where the works are 

taking place including expectations when they would 
be over/why they were taking so long/being clear who 
to speak to if they had questions; 

 Liaising with businesses over when works are carried 
out. 

SEW's stakeholder perception audit demonstrates that 
they are already working to address a number of these 
concerns. A number of the positive comments during the 
audit related to engagement during infrastructure 
improvement schemes – such as this quote from a local 
councillor in Sussex: “I liked the proactive contact they 
have made for a scheme for pipe-laying works in our 
parish.” 

The CCG will work with SEW during 2018/19 to have a 
better understanding of SEW’s approach to roadworks in 

order to see if all the customer concerns raised at the 
focus groups are being adequately addressed. 

Single source of supply  

The EA expressed its preference for the retention of this 
outcome as an effective measure of the resilience of the 
network to prolonged supply outages due to, for example, 
flooding. As opposed to interruptions, which is a reflection 
of more localised resilience and the state of the assets.  

They suggested that the PC should be ‘customers that 
can be supplied by more than one treatment works’. 
Customer support for single source of supply is relatively 
low: ninth out of 11, above water use, and standpipes and 
rota cuts as areas that customers think should be 
prioritised. It also had zero willingness to pay. However it 
was the top priority area for about 13% of customers and 
just over 10% of customers are on a single source of 
supply. 

However, given that customers place a high value on 
reliable water supply/resilience this seems a contradiction. 
We do not think the low levels of customer support are 
due to low levels of comprehension per se (a factor we 
considered as ‘single source of supply is not a common 
term’). The CCG reviewed the single source explanation 
provided to customers in both surveys, challenged the 
company to undertake cognitive testing to ensure it was 
easy to understand, and observed the approach. 
However, the description of ‘single source of supply’, 
which reads as follows, may have led to ‘over-confidence 
bias’, a tendency to believe it will not be a problem for 
them personally or because it doesn’t in practice impact 
them. 

 

 

 

 

 

 

“Some customers are connected to only 
one water treatment works or water 
source. For these customers, they face an 
increased chance of an interruption to their 
water supply should something go wrong 
with the water treatment works or water 
source that supplies them.” 
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Tensions and trade-offs 

The plan includes three new transfers with neighbouring 
water companies to support improving levels of resilience 
and the efficient use of water resources. The WRSE 
recommended that the most appropriate regional strategy 
to manage uncertainty around population growth and 
abstraction changes would be a combination of local 
options and transfers and adaptive approaches during 
delivery over time to avoid abortive investment. Wider 
research, however, suggests declining public support for 
transferring water. We did not have visibility as to how 
these kinds of tensions have been resolved and trade-offs 
made. However, following the drafting of this chapter we 
understand that the new transfers represent a small 
portion of water (less than 5% of all water) so are not 
considered to be a point of tension. 

Leakage  

Customer views 

Reducing leakage, remains, as per PR14, a high 
customer priority for both HH and NHH customers. 
Though for a notable minority (11%) current performance 
is good enough and this is not a priority for them. 

Customers see this as part of the basic service they 
expect from their water company and failure to deliver 
leads to low satisfaction. In qualitative research it is 
sometimes a cited rationale for the need for 
nationalisation. 

Leaks raise concerns about lack of sufficient investment in 
the infrastructure and can be a very emotive topic. 
Despite ‘keeping leaks low’ being seen as part of a water 
company core responsibility, there is nonetheless a high 
willingness to pay for improvements – HH and NHH.  

As for PR14, customers think leakage levels are too high 
and waste a valuable resource. It is something South East 
Water needs to fix, certainly if they expect them to 
conserve water when there are shortages. 

When it is explained to them, qualitative research 
suggests some customers are surprised that SEW does 
not have technology to easily identify leaks and assumes 
it has invested in appropriate systems to be able to do 
this.  

Not all customers were aware that they themselves are 
responsible for leaks in pipes outside their homes but 
many are, sometimes because they get direct mail from 
insurance companies encouraging them to protect 
themselves against the risks.  

SEW’s research shows that 31% of customers agreed 
with the statement “some leakage is inevitable and should 

be reduced, so long as it is cost effective to do so” 
alongside 11% saying performance is good enough and 
not a priority.  

Customers also raised issues about the time it took for 
leaks to be fixed. One focus group discussed that they 
could go past a leak on the way to work and it would still 
be there on the way home. Customers more commonly 
think of larger burst pipes when conceptualising leaks 
rather than small invisible leaks.  

SEW’s historical progress in reducing leakage is 
perceived quite well by participants as is its comparative 
industry position and the fact that SEW has seen an 
improving trend over the last three years.  

78% of customers supported the overall acceptability of 
the company’s WRMP plans to reduce leakage. SEW’s 
proposals are very much in line with customer priorities 
that the company should invest in its ageing infrastructure, 
proactively use the latest technology to identify leaks and 
help customers identify and fix leaks. People expect the 
company to have the smart intel to know where the leaks 
are.  

Performance commitment 

The leakage PC is a common performance commitment 
and the company has adopted the common definition, 
which is percentage reduction in leakage (where leakage 
is measured in megalitres per day, and is a three-year 
average). 

SEW has proposed a 14% reduction in leakage levels 
from 2019/20, which it estimates is 79.0Ml/day. This is a 
significant shift from its dWRMP proposal of 3.8Ml/day – a 
reduction of 4.3%. In the draft WRMP plan it originally 
stated that its “modelling indicates that” it “could not 
realistically achieve an additional 15% reduction in the 
next business planning period”. 
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Engagement 

HH customer research strongly supports a significant 
improvement beyond 4% but not as high as 15%. The 
company’s ICS findings showed support for an average 
11.2% reduction. However, it should be noted that the 
survey only gave three options with 15% framed as the 
upper limit. This was also only tested on HH customers. It 
was found that: 

 36% of customers supported a reduction in leakage 
at a cost of £10 over 2020-25; 

 33% supported a reduction of 10% with bill impact of 
£5; 

 13% support 4% reduction  
 18% did not know. 

The company says it “achieved a strong consensus from 
EFG members who responded that reducing leakage from 
its current position by 15% by 2025 represented 
sufficiently stretching targets. Of the 13 respondents who 
responded to our EFG survey around two thirds said they 
think the target is stretching (see the table to the right). 

 

Leakage Yes No Not sure /  
cannot remember 

SEW consulted me / my organisation on this area and 
explained their approach 100% 0% 0% 

I / my organisation support a priority focus by SEW on 
this area 77% 8% 15% 

I / my organisation inputted into the definition of the 
target in this area e.g. what they should measure 
exactly

62% 31% 8% 

SEW discussed their proposed target for this area 
including providing comparative information on 
performance &amp; explaining the impact on 
customer's bills of SEW meeting or missing the target. 
I felt able to give an informed view 

85% 8% 8% 

I think the proposed target in this area is stretching 62% 15% 23% 
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SEW has been very open with stakeholders that it does 
not believe that a 15% improvement in leakage is cost-
effective. It is clear to the CCG that the shift in target is a 
response not to customer pressure but to regulatory 
expectation that the company achieves “at least a 15% 
reduction” or justify why this is not appropriate (Minutes, 
June EFG, 2018). 

SEW reports that alongside the expectation from Ofwat, 
DEFRA in particular commented that extra leakage could 
be allowed to increase surplus rather than just meet 
demand. This reduced the risk of not meeting supply and 
therefore the company felt able to introduce a more 
ambitious target as the balance of risk had been altered 
and the resilience of its systems was likely to be less 
compromised. 

When SEW communicated to the EFG its new revised 
15.2% target, it was not immediately clear that this was 
from a 2016/17 baseline rather than a 2019/20 baseline. 
This led to a view among some, as one put, that it looks 
like ‘a bit of fudge’. The company says it took the 
challenge to mean starting from now and “should not be 
criticised” for going earlier than others.  

As WWF said in communication to SEW: “It is clear that 
using Ofwat’s methodology, the SEW proposal is for 10% 
reduction in the AMP7 period. Whilst we applaud SEW for 
currently being in the upper quartile of water companies 
for leakage, we would like SEW to rise to the challenge 
set by Ofwat of achieving 15% leakage reduction during 
the period 2020-2025. Ofwat have laid down a clear 
expectation to the industry, and SEW should seek to 
achieve this, not a one-third reduction on the challenge.”

At our June 2018 special outcomes meeting – the 
company proposed a rate of change of 15.2% from a 
2016/17 baseline. The EFG was asked about 15% and 
the proposed target from a 2016/17 baseline. 

Following CCG challenge, the company has included a 
column in its appendix that clearly states the % 
improvement from not just the calculated baseline, which 
is now 2017/18 but from the 2019/20 to 2024/25 which 
this business plan covers. The current performance 
commitment is a 14% improvement from both a 2017/18 
baseline and a 2019/20 baseline with a marginal increase 
between these two years which is lost in the rounding up.  

The Environment Agency would like SEW to plan to 
reduce leakage by at least 15% from the 2019/20 
projection made in its last WRMP. It believes if SEW 
wants to engage its customers on reducing consumption 
the company needs to show more ambition on leakage 
reduction. SEW is of the view that the target reflected a 
15% reduction from 2016/17 when the target was 
announced and is in the spirit of the challenge made. 

The CCG challenged SEW to report separately on 
leakage that is the company’s responsibility and leakage 
that is on the customer side, given between 20% and 25% 
of leakage is on the customer side.  

The company already reports on customer-side leakage 
but this is not very prominent. Historically the company 
seems to have been reluctant to make it more visible as it 
thinks PR wise it will look like they are trying to ‘pass the 
buck’. However, given the company’s strategy to tackle 
supply pipe leakage via smart data and to follow up with 
customers who are high-use we would encourage them to 
do this.   

We are unclear what percentage of leakage is expected to 
come from the customer and the company side 
respectively. This is significant as it will require very 
different strategies.  

Given the importance of leakage to customers and the 
high WTP it seems appropriate that this is a financial ODI.  

We recommend Ofwat give particular scrutiny to this PC – 
its baselines and proposals for delivery – to help establish 
what is both a realistic and genuinely stretching target that 
is in line with customer and stakeholder expectations and 
consistently applied. 
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Water efficiency 

Customer views 

SEW’s quantitative research on water efficiency indicates 
a mixed picture in terms of customer prioritisation and 
willingness to pay – perhaps reflecting the varying use of 
language – ‘water use’, ‘water efficiency’, ‘helping 
households to reduce water’ along with different framing. 
Whereas qualitative evidence suggests more consistent 
customer support.  

The CCG does not have visibility as to how these results 
were triangulated in practice, nor how these nuances may 
have been considered. Nonetheless, despite this 
variation, what is clear is that there is good willingness to 
support the performance target at the cost proposed. 

Summary findings from SEW’s different willingness-to-pay 
and prioritisation research are below. 

Water use – 5th highest WTP priority (out of 11); 
£3.21 

10th highest stated priority, non SP 

Supercharge WTP for reducing water use – 0.94p 
(5th equal highest priority out of 9) 

2nd highest WTP priority (out of 11); £3.21 

11th highest stated priority, non SP 

 

Performance commitment – per capita 
consumption 

This is a common PC and SEW has adopted the common 
definition, which is the average amount of water used by 
each person that lives in a household property (measured 
in litres per head per day).  

SEW’s promise is to achieve 140 litres per person per day 
by 2025 and 123 litres per person per day (three year 
average) by 2039/40 through annual average 
improvements of 0.9% between 2024/25 and 2039/40. 
This equates to a 9% reduction from 2017/18 and a 6% 
reduction from 2019/20-2025. 

Engagement 

There was strong HH customer support (77%) for 
reducing the amount of water customers’ use from 
151litres per day to 139 litres per day. In exchange for 
customers paying ‘£1 a year on the average bill from 
2020-25, and from 2025-30, it would add a further £1 a 
year’, only 15% were unsupportive. 

The CCG challenged SEW to engage with experts in this 
area and to demonstrate how its proposals matched up to 
best practice. SEW outlined its proposals but did not 
provide the benchmarks – this is an open challenge. 
There were mixed views. For example, of the EFG 
members surveyed, just over half thought the target was 
suitably stretching.  

WWF did not feel able to make an informed view until it 
knew what the company was proposing to do. That 
information was not available when it was consulted, as 
indicated by WWF’s response in the Outcomes Appendix, 
but was reportedly provided later. 

NE believes the target is stretching, particularly given the 
company’s good current baseline position. NE welcomes 
the commitment to drive down customer’s water 
consumption so that it is closer to national average levels 
(140 litres per head per day) over the next five years but 
recognises that theoretically this short-term target could 
be lower. It considers the revised long-term target of 125 
litres per head per day by 2040) to be sufficiently 
stretching, taking into account the current higher-than-
average levels of usage.   

The Environment Agency also thinks it is an ambitious 
target, but achievable with the right level of commitment. 
With around 90% of meters expected to be installed by 
2018/19, SEW has already achieved the substantial 
reductions in demand via the immediate behavioural 
change accompanying meter installation – unlike many 
other water companies. In practice there will only be a 
marginal increase in metering from 2020 through to 2025, 
in part as a result of new homes, though it is unclear if 
smarter technologies will make it more cost efficient to 
install in the 10% of remaining unmetered properties.  

CCG challenge 

The CCG questioned why SEW was not proposing a 
comparable target to Southern Water, which, we 
understand, is targeting at least 100 litres or less by 2040 
and is not too different in terms of metering penetration. 
We understand that Southern Water is starting from a 
higher performance level but a lower base. 

We have queried what the company’s assumptions are on 
the impact of more water efficient devices on its 
projections and wide social, technological and economic 
change, e.g. Waterwise, Defra and Collaborative Water 
Efficiency Fund are co-funding an independent review of 
water efficiency labelling in the UK. An effective labelling 
scheme has, according to Waterwise, resulted in a 20% 
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reduction in Australia between 2006 and 2016. The 
company responded to say that it did not believe any of 
these changes would be implemented in time for there to 
be a significant impact on PCC over the next five years. 

We asked SEW to articulate its proposals that support this 
target, and benchmark its proposals against best practice. 
The first part of this challenge has now been met. And we 
supported the exclusion of leakage from the PCC 
calculation to avoid double counting, as per Ofwat’s 
definition.  

Proposals underpinning the target 

SEW has consistently recognised PCC as a high 
customer priority and insists that Defra changes have now 
facilitated the company in setting a more ambitious target.  

The company is cautious about relying on behaviour 
change and alternative approaches, which they see as 
uncertain. They feel it is harder to reduce water in SE 
England due to relative affluence, drier and warmer 
climate and large gardens among other factors.  

We are mindful that while there is strong customer 
support for water efficiency, in qualitative sessions 
customers themselves recognise that there is often a 
disconnect between what they say they will do and what 
they are prepared to do in practice. SEW has no way to 
compel customers to reduce their water consumption, but 
does have a behaviour change tool kit. 

The CCG is mindful that the National Infrastructure 
Commission report recommends reducing demand from 
141 to 118 litres a day per person by 2050. While SEW 
has proposed a slow start, its longer-term projections are 
seemingly in line with that. 

SEW’s engagement activity in this area enabled both 
expert organisations and customers to propose ideas to 

help reduce water wastage. Feedback from dWRMP was 
that its PCC target was not ambitious enough and a 
number of organisations, including Waterwise, while 
welcoming the company’s Advizzo work, felt that SEW 
had not properly considered the full range of innovative 
and good-practice approaches. A number of these 
approaches have now been included, which also had 
customer support, such as: 

 New home welcome packs; 
 Household leak detectors; 
 Behaviour-change approaches; 
 Targeting water efficiency home visits up to 2,000 

vulnerable customers each year including fitting 
devices; 

 Community competitions, Nectar points and customer 
incentives, e.g. Green Redeem; 

 Driving promotion and take-up of devices and water 
efficiency measures; 

 Providing six-monthly home water audit reports to 
700,000 metered households; 

 Better communication and education in schools and 
families; 

 Fixing toilet leaks. 

To achieve a step change in water reduction will require a 
strong focus on more innovative approaches, in particular 
behaviour change. In theory the company is well placed to 
do that. It has already undertaken its Advizzo pilot of 
22,000 homes, has a commitment to develop behavioural 
and partnership innovation toolboxes, and its values-
based segmentation should provide useful insight to tailor 
approaches.  

In practice the company’s skills and knowledge in these 
areas are not yet at the level of its aspiration. SEW’s 
customer insight function is not yet established and 
approaches to behaviour change not embedded. We have 
some sympathy therefore for the company’s proposed 

slow start and more ambitious finish. It seems a pragmatic 
approach given its currently reality.  

We would encourage Ofwat to look at the proposals that 
underpin this PC, in particular the scale of the 
commitment and the degree to which the company is 
adopting good practice.  

Given the company’s nervousness in this area, a financial 
incentive is needed to prompt a step change. 

Drought resilience 

This is a common PC and SEW has adopted the common 
definition, which is the percentage of the population the 
company serves that would experience severe supply 
restrictions (for example, standpipes or rota cuts) in a 
one-in-200 year drought. 

As per standard industry practice the company used a 
reduction in the risk of rota cuts/standpipes as a ‘proxy’ for 
understanding drought resilience. This was included in the 
ICS WTP survey.  

The results show that on average households were 
prepared to pay £2.51 a year to move from a one in 100 
scenario to a one in 200-year scenario. Non-households 
did not show a positive willingness to pay for this change.  

CCG members observed the sessions. It was clear that 
some customers did not properly understand one-in-100 
and one-in-200 reference levels for resilience. As 
mentioned previously SEW took positive steps to simplify 
materials and to test a variety of approaches, but we 
imagine that some customers would still struggle with the 
concepts in a WTP survey. However, in the deliberative 
research customers were nonetheless clear that they 
wanted less risk, and they were willing to pay the 
proposed price. While the findings need to be interpreted 
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with a little caution, our view is that they are nonetheless 
sound.  

The proposals reflect customer and stakeholder priorities. 
They include a mixture of demand and supply-side 
solutions including leakage water reduction. The 
remaining water comes from the development of 
boreholes and a river source at the former site of 
Aylesford Newsprint in Kent. 

Unplanned interruptions 

Research has shown that customers consider supply 
interruptions to be significant and in WTP placed only 
behind leakage as a priority – ranking it two out of 11. For 
customers in vulnerable situations the impact can be more 
detrimental.  

SEW has a poor track record on interruptions since 2014 
and has been singled out for regulatory criticism55: This 
includes most recently the March 2018 freeze/thaw event 
– when 27,000 customers lost their water supply, with 
nearly 6,000 of those without water for more than 48 
hours. Problems are caused mostly by large incidents in 
the Sussex area. 

The company has built a good customer research 
evidence base on interruptions covering both expected 
service levels and customer expectations of service 
delivery during water interruptions. It routinely carries out 
post incident lessons learned and has significantly 
improved its online communications (ref CCG 12/8).  

In addition, it has carried out some innovative research to 
understand customer preferences for compensating 
customers if it misses its interruption targets. In particular, 
how any underperformance payments should be 

                                                 
55 https://www.ofwat.gov.uk/out-in-the-col 

distributed between those that are directly impacted and 
customers more widely. We commend SEW for doing this.  

The CCG issued an information request to SEW to 
understand its lessons learned from the March 2018 
‘freeze thaw incident’ and to provide assurance to Ofwat 
as to the company’s action plan going forward. This 
comprehensive plan covers: systems; investments; 
governance; staffing; partnerships; pre, during and post-
communications and engagement; services and support; 
customers in vulnerable situations; and follow-up activities 
including compensation, customer satisfaction and 
benchmarking. 

Many of the actions SEW will take to reduce leakage will 
assist it in meeting its interruptions target as it reduces the 
likelihood and impact of asset failure. 

We have held one dedicated CCG session on freeze/thaw 
so far, and propose to have another in September. CCG 
has grounds for optimism that there is a genuine 
commitment from SEW, including with the provision of 
new resource and a new appointment to address these 
problems, and to deliver on the proposals in the plan.  

Proposals include:  

 Improving the interconnectivity of the mains network 
so it is possible to move water around the system to 
areas where an asset has failed to maintain supply; 

 Reducing the number of customers reliant solely on 
one asset for their water service. 

 Learning lessons from the freeze/thaw event in 2018 
to improve the decisions made on when and how to 
remove assets from service for maintenance or 
cleaning. 

 Trialling a logistics tool developed for the armed 
forces to allow them to be ready to deploy their field 
staff and spare parts to improve repair times. 

Performance commitment 

This is a common PC and SEW has adopted the common 
definition, which is supply interruptions greater than three 
hours, measured by average minutes per property. 

Customer views 

The RMSG challenged SEW to change the wording to its 
willingness-to-pay and acceptability research. This was 
because observation indicated that it was misleading. 
Customers did not realise that the interruption time was 
three hours plus three minutes – they only thought the 
proposed standard was three minutes off supply. The 
acceptability/ambitiousness research on this question is 
not valid for this and due to leading text (as mentioned in 
the outcomes chapter). 

Customer research found that customers supported 
higher levels of compensation for those customers who 
are directly affected by the supply interruptions. Given that 
SEW has missed its targets in the current reporting 
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period, it would appear that the PCs are stretching, but 
hopefully achievable. SEW has decided to apply caps and 
collars to ODIs in relation to supply interruptions.  

Unplanned outage 

This is a new common PC and SEW has adopted the 
common definition, which is a temporary loss of maximum 
production capacity. 

This measure is to be used as a means of assessing 
asset health (primarily for non- infrastructure – above 
ground assets), for water abstraction and water treatment 
activities. It is defined as the annualised unavailable flow, 
based on the peak week production capacity (or PWPC), 
for each company. This measure is proportionate to both 
the frequency of asset failure as well as the criticality and 
scale of the assets that are causing an outage. 

SEW proposes to reduce unplanned outage by 0.1% per 
annum over the five-year period. 

Beyond 2024/25 and up to 2039/40 the target is 4.5% per 
year, suggesting a plateau in performance and no room 
for further improvement. However the company does say 
that this may be reviewed as the PC matures and data 
improves 

The infrastructure cost of achieving 0% unplanned outage 
is reportedly prohibitive. 

Customer research undertaken indicated that 54% of 
customer did not think the target was ambitious enough, 
compared to 32% that did.  

There is no comparative data with other water companies. 
At no point does the company give any actual past data 
for this PC. So it is hard to justify a 5% baseline. The 
company says it will have a full year of data by October 
2019 and may need to revisit the PC. 

Given that this is a new PC and there is a lack of data or 
customer research it is difficult to judge whether or not it is 
stretching. 

Mains bursts 

As the performance commitment on mains bursts is an 
asset health performance commitment, SEW 
understandably did not undertake specific research about 
it with customers. The high priority given by customers to 
tackling leakage and supply interruptions is highlighted 
elsewhere in this report. It is therefore reasonable to 
assume that customers support mains burst repairs. 
However, SEW’s responsible business qualitative 
research found that customers are interested in “what” a 
business does rather than “how” it operates. From this, we 
conclude that customers are concerned that the company 
should deliver the reductions to leakage and supply 
interruptions that result from a well-maintained network 
rather than about the specific level of repair that has taken 
place to achieve these. 

If targets are stretching for leakage and supply 
interruptions then it is reasonable to assume that the 
mains bursts targets that follows from these should also 
be stretching. The company told us that the mains 
network is extended by under 50 km per year. Given that 
the total network length is over 14,000 km, this does not 
have a material impact over the period to 2025 on the 
calculation of these targets. Therefore, so long as they 
reflects the leakage and supply interruptions targets, we 
see no reason to disagree with SEW’s proposed targets 
for mains bursts. 

We support SEW’s proposal for penalty-only financial 
ODIs for this performance commitment for the reason that 
the company outlines. 

 

Other 

Further to investigative work carried out this AMP, SEW 
has identified 95 of its sites at risk of flooding. In AMP7 
the company proposes to implement flood resilience 
measures at 92 of these sites and has developed an 
associated PC. The company considers the costs at the 
remaining three sites prohibitive. The EA supports this 
initiative and the PC and will be seeking further discussion 
with the company on the proposed solutions. 
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C. Water quality

The CCG has assessed: 

 The quality of SEW’s engagement with customers 
and stakeholders on water quality issues; 

 The degree to which customer and stakeholder views 
on water quality issues are reflected in and have 
influenced the SEW business plan; 

 Outcomes, PCs and ODIs related to water quality. 

Out of scope 

The CCG has liaised with the DWI and with the 
Environment Agency. The DWI told us that it had 
reviewed the company’s plans to address new or ongoing 
water quality issues, which form only a small part of the 
overall programme. The DWI said it was not sighted to the 
programme proposed for routine or preventative 
maintenance, which also goes towards meeting statutory 
requirements. Without sight of this element, the DWI is 
unable to comment if the programme overall has the 
capacity to meet all statutory water quality requirements. 

The DWI has provided the CCG with the following 
statements for inclusion in this report: 

 PR19 Drinking Water Inspectorate statement for 
South East Water Ltd Customer Challenge Group 
report to Ofwat; 

 “Periodic Review 2019: South East Water, DWI 
Scheme reference: SEW01 – College Avenue WTW - 
Chromium: Final Decision Letter - Support” 

 “Periodic Review 2019: South East Water, DWI 
Scheme reference: SEW02 – Woodgarston Nitrate: 
Final Decision Letter” (described within the document 
as “Letter of Support”) 

We are grateful to the DWI for providing us with helpful 
input, briefings and responses to queries to enable us to 
exercise our role. 

CCG assurance activity 

CCG meetings focused on water quality issues including a 
more in-depth ‘Deep Dive’ session where the DWI 
presented. A range of research was reviewed. 

In making this assessment, we have used the following 
evidence: 

 Direct observation of relevant qualitative research. As 
described in other chapters, CCG members observed 
a significant proportion of SEW qualitative research 
events; 

 Debriefing and other information from relevant 
quantitative and qualitative research, including 
triangulation data. SEW identified that nine pieces of 
its research and five other data sources were relevant 
to water quality (see triangulation database); 

 Information supplied in the business plan, including 
appendices; 

 SEW presentations and responses to challenges and 
queries from the CCG; 

 Communications from the DWI, including: 
o PR19 Drinking Water Inspectorate statement for 

South East Water Ltd Customer Challenge 
Group report to Ofwat  

o Periodic Review 2019: South East Water, DWI 
Scheme reference: SEW01 – College Avenue 
WTW – Chromium: Final Decision Letter – 
Support 

o Periodic Review 2019: South East Water, DWI 
Scheme reference: SEW02 – Woodgarston 

Nitrate: Final Decision Letter (described within 
the document as “Letter of Support”)  

o Guidance Note: Long term planning for the 
quality of drinking water supplies, (pub. 
September 2017) 

o DWI Compliance Risk Index (CRI), (pub. August 
2018) which defines the methodology to 
calculate this measure 

o DWI Event Risk Index (ERI), (pub. August 2018) 
which defines the methodology to calculate this 
measure 

o Annual Provision of Information on Consumer 
Contacts, DWI Information letter 1/2006 (pub. 
January 2006) which provides detailed guidance 
on the required approach to classifying and 
reporting customer contacts on water quality 
issues such as discoloration, taste/odour and 
illness 

 CCWater report Water Matters: Household customer 
views on their water and sewerage services 2017, 
Chapter 5: Water on Tap (pub. July 2018). 

CCG Challenges 

During the PR19 process, the CCG has made the 
following challenges to SEW that are particularly relevant 
to water quality: 

 The CCG would like to see more information on the 
engagement carried out with customers specifically 
around water quality as this is a key customer priority.  
E.g. do customers want the Company to go above 
and beyond minimum statutory measures; do 
customers or key stakeholders have a view on how 
targets should be met and what issues should be a 
priority. For example KG said customers may be 
willing to pay more to have lead pipes replaced in 
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schools and hospitals given the health risks – is this 
something the company has consulted on? (CL84 & 
CL126) 

 The CCG would like to have an explanation of 
materiality of impact as well as the numerical 
information regarding compliance. For instance, on 
mean zonal compliance, we would welcome some 
explanation as to the nature of any shortfall from 
100% compliance and the impact, if any, on 
customers (CL28);  

 The CCG is concerned that the company wants to 
offer a tailored service offering water products and so 
is fitting its research approach to this aspiration. We 
therefore urge the company to demonstrate its 
evidence base that customers want a tailored service 
and how their attitudes to core versus enhanced 
service do and do not differ (CL60); 

 Customers do care about hard water and smell – 
where will this be picked up? Challenge to SEW as to 
how deal with equity of service i.e. the fact that while 
the average may be fine a minority of customers 
receive consistently poor service in a given area 
(CL106); 

 SEW to collate customer views on water quality from 
their customer contacts, research and wider insight 
(e.g. DWI research) to ensure that the business plan 
reflects their views. E.g. customers raised issues 
around the taste of water and expressed support for 
steps/services they could take to address this. The 
CCG raised the issue as to whether SEW could 
prioritise the removal of lead (CL127 & CL128). 

This list excludes our more general challenges on quality 
of engagement and data insight. These are described 
elsewhere in this report. 

Relevant context 

Geology – the geology and geography of SEW’s area 
affects the challenges it faces and opportunities in 
managing water quality. Notably: 

 64% of SEW water supplies come from groundwater, 
against an industry average of 26%. In the Eastern 
region, sandstone means that the water contains high 
levels of iron and manganese. (Source: SEW 
business plan); 

 More than 75% of SEW water supplies come from 
underground aquifers, with a large proportion of these 
aquifers being formed of rocks with a high chalk 
content. This results in hard water being supplied. 
(Source: SEW Appendix 6. Water Quality). 

DWI considerations: 

SEW reported 26 events to the DWI in 2017, nine of 
which related to discoloration; 

 In 2016, the DWI served a final enforcement order on 
SEW for regular failings to provide accurate data 
returns to the Inspectorate. The company resolved 
the issues and the order was revoked. In its 
statement for the CCG report,  the DWI noted that 
SEW had submitted two formal proposals for drinking 
water quality to the Inspectorate. These related to the 
installation of treatment processes to address raw 
water deterioration – one for nitrate and one for 
chromium. The DWI supported the proposals but 
noted that the improvement schemes “will make only 
a small contribution to enabling the company to meet 
its legal obligations in respect of drinking water 
quality”.  

 The DWI final decision letters on these schemes; 
 In water quality tests (known as overall mean zonal 

compliance), SEW achieved a score of 99.95% in 

2017 compared with an industry average (from 19 
water companies) of 99.96%. The best performer 
scored 100% while the worst scored 99.93%. Four 
water companies scored below SEW. (Source: 
Discover water) 

 The DWI reminded us that the water quality 
regulations require that water should be clear and 
free from discernible taste and odour. Performance 
commitments to reduce customer contacts 
associated with tap water appearance, taste and 
odour should not be taken to suggest that it is 
acceptable to deliver less than 100% compliance with 
this statutory requirement; 

 More generally, the DWI reminded us that the 
statutory requirement for drinking water quality 
remains 100% compliance with regulatory 
requirements and standards. SEW has told the CCG 
that all of its water quality schemes and activity are 
related to delivering its statutory obligations. 

SEW told us: “We have a statutory duty to provide 
customers with legally wholesome water and not cause 
customers to reject it. However, the majority of activity to 
achieve this is our choice and therefore non-statutory. In 
some cases both the outcome and the mechanism is 
specified and can be considered as statutory, which are 
as follows: 

 Woodgarston – raw water deterioration (nitrate); 
 College Avenue – raw water deterioration 

(chromium); 
 Metaldehyde in surface water catchments. 

“All other items listed are therefore not directly required by 
statutory requirements, therefore could be deemed as 
non-statutory. In order to be deemed as having legally 
wholesome water we undertake a wide range of tests on 
our water. We ensure that our water passes these tests 
by undertaking the non-statutory items on the list.” 
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Customer contacts 

Despite discolouration and hardness problems, SEW says 
the majority of its customers are satisfied with the quality 
of its water. 

Because of differing geology, customer contacts due to 
black, brown and orange discoloured water come 
disproportionately from a limited number of water supply 
zones (WSZs). During AMP 6, SEW has aimed for a 50% 
reduction in contacts due to black, brown and orange 
discolouration. It projects that its PR14 ODI target for such 
contacts of 0.58/1,000 will be met by the end of AMP 6 
and all zones will have a contact rate below 2/1,000 for 
black, brown and orange discolouration by then. 

Contacts due to other aspects of water appearance are 
distributed more widely. In PR19, the PC/ODI has been 
modified to cover all appearance contacts to provide a 
standard metric that enables cross-industry comparability. 
SEW achieved 1.32/1,000 contacts for all appearance 
contacts in 2017 (falling consistently from more than 
1.7/1,000 in 2014) compared with an industry average of 
1.11/1,000. SEW projects that the industry average will be 
0.79/1,000 by the end of AMP 7. (Source: Appendix 6, 
Water Quality). 

SEW customer contacts due to taste and odour were not 
incentivised by an ODI in AMP 6. SEW has delivered a 
mixed performance on this metric since 2014, falling to 
below 0.5/1,000 in 2106 and then rising to slightly more 
than this figure in 2017 compared with an industry 
average of about 0.35/1,000 in 2017. Contacts due to 
chlorine and “other” are responsible for most of the 
contacts with “earthy/musty” being responsible for a 
significantly smaller proportion. SEW projects that the 
industry average will be 0.29/1,000 by the end of AMP 7. 
(Source: Appendix 6, Water Quality). 

Key customer priorities and other 
findings: 

1. We endorse SEW’s conclusion that customers 
continue to have a fundamental expectation and 
requirement that they should receive a constant 
supply of clean, healthy and palatable water. There is 
clear evidence of this from the engagement 
undertaken; 

2. SEW had more than 4,000 customer contacts on 
water quality in 2017, classified as in DWI Information 
Letter 1/2006 (Source: SEW presentation to CCG, 
May 2017). These divided as follows: 
o Appearance: brown water (42%); 
o Appearance: white water (15%); 
o Appearance: other (10%); 
o Taste and Odour (26%); 
o Illness (3%); 
o Other drinking water quality concern (4%). 

3. Contacts about brown water (i.e. black, brown and 
orange discolouration) come disproportionately from 
a limited number of water supply zones (WSZs). 
(Source: Appendix 6, Water Quality); 

4. There was positive but quite limited support from 
household customers in triangulated WTP research 
for reducing discoloured water contacts (WTP: £0.48 
per year for circa 22% reduction). There was higher 
support from household customers in triangulated 
WTP research for reducing “taste and smell not ideal” 
contacts (WTP: £0.83 per year for circa 24% 
reduction);  

5. There was lower support from NHH customers in 
WTP research for reducing discoloured water 
contacts (WTP: £0.24 per year for circa 30% 
reduction; £0.38 per year in total for circa 50% 

reduction). There was also lower support from NHH 
customers in WTP research for further reducing “taste 
and smell not ideal” contacts (WTP: £0.16 per year 
for circa 50% reduction; £0.22 per year in total for 
circa 75% reduction). The NHH research was not 
triangulated; 

6. In qualitative research, a minority of customers had 
very strong views about taste, skin complaints 
(generally attributed to hard water) and/or 
discolouration (including “chalky water”). These 
customers gave examples of very high willingness to 
pay for improvements as they described the 
significant amounts they had spent on water 
softeners and/or bottled water. One example of 
spending on a water softener, at an event observed 
by a CCG member, was circa £20 per month. A 
couple of NHH customers mentioned how they felt 
unable to participate in community schemes where 
the public could fill up their water bottles because 
they were embarrassed about the quality of the 
water; 

7. In one instance of qualitative research on ODIs 
observed by a CCG member, a slight preference was 
expressed for targets based on actual levels of 
discoloured water and/or taste/odour rather than 
associated customer contacts; 

8. The CCWater report “Water Matters: Household 
customer views on their water and sewerage services 
2017”, Chapter 5: Water on Tap (pub. July 2018), 
noted that for all water companies, after little change 
in customer satisfaction with water quality for seven 
years, satisfaction with water colour and appearance 
had gone up slightly while satisfaction with other 
aspects of water supply, including hardness/softness 
of water, remained constant. 
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SEW customer satisfaction with (a) colour and 
appearance of tap water, (b) taste and smell of tap water 
and (c) hardness/softness of tap water is given in Table 1 
below. SEW data is accurate to within +/- 4.8% at one 
standard deviation. Data for adjoining water companies 
and cross-industry is given in the table for comparison. 
SEW customer satisfaction with colour and appearance of 
tap water is similar to adjoining water companies and the 
industry average. Customer satisfaction with taste and 
smell of tap water is higher than adjoining water 
companies and the industry average. Customer 
satisfaction with water hardness is similar to adjoining 
water companies although below the industry average. 

Seven-year trend data is given in Table 2 below. SEW 
customer satisfaction with colour and appearance of tap 
water has declined in this period while cross-industry 
satisfaction has improved. SEW customer satisfaction 
with taste and smell of tap water has remained static in 
line with the cross-industry trend. SEW customer 
satisfaction with water hardness has declined while cross-
industry satisfaction has remained static. 

9. Qualitative research found mixed customer views on whether SEW should provide water softening, but access to 
discounted water softeners was attractive. 

Water company (2017 data only) 
Colour and 
appearance  
of tap water 

Taste and  
smell of tap 

water 

Hardness/ 
softness of  

water 

Industry (2017 base sample: 5110) 92% 86% 66% 

Affinity Water South East (2017 base sample: 151) 88% 82% 52% 

Southern Water (2017 base sample: 200) 90% 83% 51% 

Thames Water (2017 base sample: 200) 86% 81% 45% 

South East Water (2017 base sample: 150) 89% 91% 54% 

 

Water company (Seven-year trend) 
Colour and 
appearance  
of tap water 

Taste and  
smell of tap 

water 

Hardness/ 
softness of  

water 

Industry (2017 base sample: 5110) Improved - - 

Affinity Water South East (2017 base sample: 151) Improved - - 

Southern Water (2017 base sample: 200) - - - 

Thames Water (2017 base sample: 200) Declined Declined - 

South East Water (2017 base sample: 150) Declined - Declined 
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Quality of engagement 

Strengths: 

 Good engagement with regulatory stakeholders, 
Environment Agency and DWI, and with CCWater; 

 A comprehensive range of customer engagement 
relevant to water quality, including: 
o Qualitative research on customer water priorities 

including customer needs beyond those 
traditionally met, such as interest in water-
softening support 

o Robust WTP research on discolouration 
contacts and “taste and smell not ideal” contacts 

 Use in quantitative research on discolouration and 
“taste and smell” of an established industry-wide 
measure with a clear definition (i.e. customer contacts 
as defined in “Annual Provision of Information on 
Consumer Contacts”, DWI Information letter 1/2006). 
However, please see our comments on the use of 
this measure below; 

 Our comments on strengths in SEW’s customer 
engagement research in relation to 
representativeness, inclusivity and accessibility are 
covered elsewhere in this report.  

Areas for improvement: 

 We are concerned that the company did not 
undertake customer research on the acceptability of 
financial ODIs for its performance commitments on 
tap water appearance and taste/odour, although 
research did find a willingness to pay for 
improvements; 

 The WTP research that informed the performance 
commitments on tap water appearance and 

taste/odour did not made it clear that there was a 
statutory requirement under the water quality 
regulations to provide clear water without discernible 
taste and odour. However, SEW told us this was 
because the research tested WTP to reduce 
customer contacts, which is not a compliance issue 
and because of the exact phrasing of the statutory 
requirement;  

 From the evidence available to us, the company 
appears to have undertaken limited or no 
engagement with customers or other stakeholders to 
explore alternative ways to achieve its statutory 
objectives or to assess appetite for more rapid 
implementation of those statutory measures being 
introduced over time. We acknowledge that the 
company believes there are no alternative options in 
many instances and hence customer and stakeholder 
engagement would not be effective. Nevertheless, we 
feel that the company could take a more innovative 
and open-minded approach to considering where 
engagement would be practical. We acknowledge 
that the company has innovated in catchment 
management and look to it to explore if there are 
other appropriate changes to traditional approaches. 
The DWI told us: “Whilst there are well established 
areas of current good practice shared by companies, 
DWI encourages their continuing development by 
efficiency, effectiveness and innovative challenges to 
deliver the necessary long-term outcomes 
sustainably.”  

 Our comments on areas for improvement in SEW’s 
customer engagement research in relation to 
representativeness, inclusivity and accessibility are 
covered elsewhere in this report. 

To what extent have customer and 
stakeholder views influenced the 
business plan? 

Strengths: 

 SEW has recognised the strength of customer 
concern about hard water and outlined in depth its 
thinking on the issue (Source: Appendix 6. Water 
Quality p16). Given that CCWater research found that 
about 54% of SEW customers were satisfied with the 
hardness of their water, and in view of the various 
negative consequences of water softening that SEW 
outlines, we endorse SEW’s view that it has no 
mandate to introduce universal water softening 
across its area. We welcome also its plans to 
continue to monitor customer opinion. Our concerns 
about other aspects of its response are given below; 

 Given the customer concern expressed in qualitative 
research about hard water and “white water” 
discolouration, we welcome SEW’s plan to extend its 
discoloration performance commitment from black, 
brown and orange discolouration to cover all 
discolouration types;  

 Given the customer concern expressed about taste in 
particular, we welcome SEW’s plan to introduce a 
“taste and odour” performance commitment. Although 
the company has not included a measure to address 
skin complaints, an issue highlighted during 
qualitative research, we appreciate that “illness” in 
total represents only 3% of water quality customer 
contacts and the company told us that skin 
complaints in particular represented under 1%. This 
omission therefore seems proportionate; 

 While the company did not propose targets based on 
actual levels of discoloured water and/or taste/odour, 
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rather than associated customer contacts, it gave us 
a clear explanation of why it had chosen customer 
contacts, its water quality monitoring and the steps 
that it was taking to reduce its reliance on customer 
contacts and refine its approach. This is summarised 
below as part of our consideration of its water quality 
performance commitments. 

Areas for improvement: 

 The plan does not include evidence as to whether 
customers support a financial ODI for the 
performance commitments on tap water appearance 
and taste/odour as a result of lack of customer 
research on this topic, although research did find a 
willingness to pay for improvements; 

 As SEW appears to have undertaken limited or no 
engagement with customers or other stakeholders to 
explore alternative ways to achieve its statutory water 
quality objectives beyond catchment management, or 
to assess appetite for more rapid implementation of 
those statutory measures being introduced over time, 
any customer or stakeholder views on these topics 
have not been reflected in the business plan; 

 While we support SEW’s decision not to introduce 
universal water softening at this time, we are 
concerned that there seem to be limited alternative 
ways that the company can assist customers with 
concerns about hard water. With only circa 54% of 
customers happy with the hardness/softness of their 
water, this represents a considerable proportion of 
less-satisfied customers and provides quantitative 
evidence to back up the qualitative evidence that we 
and SEW observed at PR19 focus groups. While, we 
are pleased that SEW plans to provide further advice 
for these customers on its website together with 
individual advice and signposting on request (water 
quality appendix), we would urge the company to 

continue to monitor further ways to provide 
assistance, including using its innovation toolbox to 
explore any new opportunities that arise over time to 
address hard water as part of either the core 
universal service or an enhanced offering; 

 We appreciate why the company did not research 
customer views in setting the deadband value for CRI 
and ERI. As described below, the company told us 
that this was due to the immaturity of the measure 
and the difficulty of explaining it to customers. We 
hope that SEW will find ways to overcome this 
challenge over time as experience of the measure 
matures and the company develops its approaches to 
deliberative customer research. SEW also said that it 
took account – in setting its deadband value – of the 
DWI’s response to Ofwat’s July 2017 methodology 
consultation which said “companies should aim for 
CRI (and ERI) scores of zero and thus aspire to 
continuous improvement and results of at least at a 
level that is equal to or below the national average” 
and this had been an additional factor in its decision 
not to consult customers. 

Performance Commitments/ODIs 

Bespoke PC/ODI: Number of customer 
contacts about tap water appearance 
(per 1,000 population) 

Outcome 

The CCG believes that the company has demonstrated 
customer support for this performance commitment. The 
DWI told us that it was supportive of the inclusion of water 
quality indicators within performance commitments. We 
note that this PC is a revised version of a PR14 
performance commitment. 

In addition to evidence from SEW research, CCWater 
research (using a small sample) found that SEW 
customer satisfaction with water appearance had declined 
over the past seven years. This indicates that a continued 
focus on water appearance would be beneficial. 

However, the company told us that its current PR14 ODI 
on “Customers consider the appearance of their water to 
be acceptable” had demonstrated increased satisfaction 
over time. In addition, it can also be justified on grounds of 
equity given that a limited number of customers are 
disproportionately affected by black, brown and orange 
discoloured water. 

We welcome that the PC now covers all customer 
concerns about tap water appearance and not just black, 
brown and orange discolouration. This is because, while 
42% of water quality customer contacts in 2017 were for 
brown water, a further 25% were for other aspects of 
water appearance. 

The company told us that it had responded to Ofwat’s 
requirements that it set stretching targets for its 
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performance commitments by basing targets on 
comparative industry data. It said that this approach gave 
the most stretching targets. As a result, the specific 
targets for this PC are not based on direct customer views 
and so we are unable to comment on whether or not they 
have customer support. 

We are unable to confirm that customers would support a 
financial ODI as the company has not done research on 
this.  

Measure 

We are conscious of the limitations of “customer contacts” 
as a measure in that these tend to result from a change in 
customer experience and/or customer expectations of 
what a water company will address, but will tend not to 
capture continuing dissatisfaction. So, for example, a 
customer may complain about discoloured water when 
they move into a new premises but will tend not to do so if 
they experience it regularly and think that SEW cannot or 
will not do anything about it.  

In addition, qualitative research observed by CCG 
members suggested that some customers would 
purchase water softeners or bottled water before, or 
instead of, contacting SEW. We queried whether the use 
of customer contact numbers as a measure ran the risk of 
perversely incentivising SEW not to publicise advice or 
other support on this issue for fear that this would 
generate additional contacts but the company reassured 
us that this would not occur as, in its experience, 
customers were less likely to make contact if they were 
well informed. 

We asked the company about the potential to use other 
ways to measure the appearance of water that might be 
more outcome-focused. It told us that it undertook a range 
of sampling to assess water appearance and was 
investing in online monitors to measure particulates to 

reduce its reliance on customer contacts and refine its 
approach. It also measured and monitored customer 
satisfaction with water appearance. However, it felt that at 
this time customer contacts was the most appropriate 
measure as customers would have varying degrees of 
concern about this issue. In addition, customer contacts is 
a standard measure defined by the DWI which allows 
cross-industry comparability and using sampling data on 
water appearance would have resulted in overlap with a 
constituent element of the DWI’s CRI. As a result, they 
had not used these other measures as PCs. 

The DWI reminded us that the water quality regulations 
require that water should be clear. It said that it supported 
the use of the customer contacts measure (as defined in 
DWI Information letter 1/2006) as one of a number of 
measures that together contribute to achieving 
compliance with statutory requirements. 

In the light of these responses, we are content with the 
use of customer contacts as a measure. 

Bespoke PC/ODI: Number of customer 
contacts about tap water taste and 
odour (per 1,000 population)  

The CCG believes that the company has demonstrated 
customer support for this performance commitment. The 
DWI told us it was supportive of the inclusion of water 
quality indicators within performance commitments. We 
note that this PC is proposed as a new performance 
commitment for PR19. 

Although CCWater research, using a small sample, found 
that SEW customer satisfaction with the taste and smell of 
tap water was higher than adjoining water companies and 
the industry average, it found that this satisfaction level 
had remained static over the past seven years and was 
still significantly less than 100%. This indicates that a 

continued focus on water taste and odour would be 
beneficial. However, the company told us that its current 
PR14 ODI on “Customers consider the taste and odour of 
their water to be acceptable” had demonstrated increased 
satisfaction over time.  

Although, when observing qualitative customer research, 
CCG members observed a higher customer concern 
about taste than odour, we note that the both are 
combined for the purpose of reporting to the DWI. As a 
result, given the benefits of using this established 
measure, it is clearly appropriate that the performance 
commitment covers both taste and odour. 

Stretching? 

The company told us that it had responded to Ofwat’s 
requirements that it set stretching targets for its 
performance commitments by basing targets on 
comparative industry data. It said that this approach gave 
the most stretching targets. As a result, the specific 
targets for this PC are not based on direct customer views 
and so we are unable to comment on whether they have 
customer support. 

We are unable to confirm that customers would support a 
financial ODI as the company has not done research on 
this. 

If financial ODIs are applied, we query the baseline used. 
We believe that the best service level in recent years or, if 
lower, the projected service level at the end of the current 
AMP should be used as a baseline rather than the current 
service level. SEW’s 2017/8 service level for this measure 
was worse than that achieved in 2016/7. It seems wrong 
to set a baseline service level that rewards SEW initially 
for returning to a service level that it has already achieved 
in the past.  
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We discussed the limitations of and alternatives to 
“customer contacts” as a measure for this performance 
commitment as well as for tap water appearance. The 
company told us additionally that it was investing in online 
monitors to measure chlorine to reduce its reliance on 
customer contacts and to refine its approach.  

The DWI reminded us that the water quality regulations 
required that water should have no discernable taste or 
odour. It said that it supported the use of the customer 
contacts measures (as defined in DWI Information letter 
1/2006) as one of a number of measures that together 
contribute to achieving compliance with statutory 
requirements. 

Again, in the light of these responses, we are content with 
the use of customer contacts as a measure.  

Common PC/ODI: Drinking Water 
Inspectorate’s Compliance Risk Index 
(CRI) 

This is a required performance commitment where Ofwat 
has specified that the target should be set at 0 (maximum 
level) and that a deadband would be reasonable. SEW’s 
judgement has therefore been limited to proposing the 
deadband. 

The DWI told us that it welcomed the inclusion of CRI in 
the core basket of measures for business planning. It 
highlighted that the use or otherwise of deadbands or 
other profiling and control methods within the incentive 
mechanism was a matter for Ofwat within the 
determination process rather than a matter on which it is 
appropriate for the DWI to comment. DWI will continue to 
use the CRI as a measure of performance and reporting 
tool to drive improvements in performance.

Ambition levels 

SEW confirmed to us that no customer research was 
undertaken that was specific to setting this deadband. In 
response to our query about why a proposed target of 3.7 
compared with an industry average of 3.8 was stretching 
given SEW’s performance over the period 2014-7, the 
company told us that this was an immature measure with 
scores for water companies fluctuating over this period 
meaning that it was not possible to identify trend data. 
The company said also that it took account of the DWI’s 
response to Ofwat’s July 2017 methodology consultation 
in setting its deadband value as described above. While 
we anticipated that customers would hope to see a 
continuous improvement and hence a reducing deadband 
value each year, the company took the view that this was 
not a practical target given the current level of experience 
of working with this measure. 

Bespoke PC/ODI: Drinking Water 
Inspectorate’s Event Risk Index (ERI) 

Our comments on this performance commitment are the 
same as for the CRI performance commitment above. We 
were told by the company that there was currently an 
even greater volatility and range of scores for ERI than for 
CRI. 
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D. Corporate and financial resilience

Scope 

 The CCG has assessed: 
 The quality of SEW’s engagement with customers 

and stakeholders on corporate and financial 
resilience issues; 

 The degree to which customer and stakeholder views 
on corporate and financial resilience issues have 
influenced the SEW business plan; 

 The company’s proposals in the three areas 
particularly highlighted in the Ofwat report “Putting 
the sector in balance: position statement on PR19 
business plans”, i.e. dividend policy, the 
performance-related element of executive pay and 
benefit sharing. 

CCG assurance activity 

In undertaking this assurance role, the CCG benefited 
particularly from the knowledge and experience of two of 
its members: 

 Adrienne Margolis: a responsible business consultant 
who is senior adviser to the Tax Justice Network and 
founder and director of Lawyers for Better Business. 
Adrienne was also a household customer of SEW for 
most of the PR19 period; 

 Penny Shepherd MBE: former chief executive of the 
UK Sustainable Investment and Finance Association 
and currently adviser on corporate accountability to 
the Joseph Rowntree Charitable Trust. Penny has 
more than 20 years of relevant experience including 
at Forum for the Future and Business in the 
Community and is Local Consumer Advocate at the 
Consumer Council for Water.  

In making this assessment, we have used the following 
evidence: 

 Briefing on SEW’s corporate structure and corporate 
financing plans by Andrew Farmer, SEW Finance 
Director, at our August 2018 CCG meeting; 

 Two extended qualitative workshops undertaken in 
June 2018 by the consultancy Brand Edge for SEW 
with householder customers on how SEW can 
develop and communicate its approach to being a 
responsible business. As part of a focus on 
Environmental, Social and Governance (ESG) issues, 
this included research on customer views on 
corporate governance issues including the company’s 
approach to profit and executive pay. The workshops 
were held in Ashford (SEW Eastern Region) and 
Bracknell (SEW Western Region). Each lasted 3.5 
hours and 72 customers in total took part. CCG 
members observed both events. The CCG 
subsequently received a debriefing on insights 
gathered; 

 SEW qualitative and quantitative research on and 
relevant to resilience. This included two qualitative 
workshops with a total of 78 household customers on 
“resilience in the round” which were observed by 
CCG members; 

 Information supplied in the SEW business plan, 
including appendices; 

 SEW’s 2018 annual report, SEW presentations and 
responses to challenges and queries from the CCG; 

 Ofwat report “Putting the sector in balance: position 
statement on PR19 business plans” (pub. July 2018) 
which describes relevant Ofwat expectations. 

Challenges 

During the PR19 process, the CCG has made the 
following challenges to SEW that are particularly relevant 
to corporate and financial resilience: 

 Whether the SEW board is being engaged enough on 
the PR19 journey, and on customer engagement 
(CL22); 

 SEW to explore with customers what role they want 
the company to play in the wider community, i.e. its 
social responsibilities; and SEW to explore how 
people see its societal role as a monopoly provider of 
an essential service (CL43);  

 Various challenges on data/information capabilities, 
on the customer insight role and on staff training. 

Relevant context 

SEW is a water-only company operating across two 
separate regions of South East England. It is owned by 
Australian, Canadian and British long-term institutional 
investors and managed for them all until recently by the 
infrastructure manager Vantage Infrastructure, formerly 
Hastings Funds Management. In July 2018, the 
management of the 50% shareholding held by Utilities 
Trust of Australia (UTA) was transferred to infrastructure 
manager Morrison & Co. Vantage Infrastructure retains 
responsibility for managing the remaining Canadian and 
British holdings. The CCG has met several times with 
shareholder representatives from Vantage Infrastructure 
but has had no direct contact to date with Morrison & Co 
as they have only recently been appointed by UTA. 

The company’s corporate structure is described in the 
company’s business plan, in the SEW annual report and 
on the SEW web site. The CCG has been told by the 
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SEW finance director that all of the corporate entities are 
fully compliant with UK tax rules. 

SEW’s gearing is currently 79% but the company plans to 
commit to reduce this to 75% by 2020. 

In response to customer feedback and with the 
encouragement of the CCG, SEW has developed a 
responsible business strategy, including a series of 
responsible business commitments.  

In Ofwat’s 2017 assessment of water company assurance 
practices under its Corporate Monitoring Framework 
(CMF), SEW was assessed as “self-assurance”, which is 
the highest ranking. This ranking was achieved by only 
three water companies in total, and SEW was the only 
water-only company to achieve it. This was the most 
recent CMF assessment published. 

According to its 2018 annual report, SEW’s turnover, profit 
before tax and dividend in 2016-7 and 2017-8 were: 

SEW Financial 
KPIs 2017-8 2016-7 

Turnover £224.8m £218.9m 

Profit before Tax £23.7m £25.3m 

Dividend £18.0m £16.0m 

 

Key customer priorities and other 
findings 

SEW’s qualitative household customer research on 
responsible business undertaken in June 2018 found that: 

 Customers demonstrated a reduced trust in wider 
business compared with past Brand Edge 
experience; 

 “Fairness” is very important – a fair price for 
customers, treating customers fairly, being fair to the 
workforce and making a fair profit. Customers support 
fairness and transparency and oppose greed, 
exploitation and cynical behaviour; 

 SEW needs to be authentic in its commitment to 
corporate responsibility, avoiding the appearance of 
compliance, “box ticking”, tokenism or “sleight of 
hand”; 

 Customers want tangible and comparable information 
about company performance, including on corporate 
responsibility issues; 

 Customers value companies being open to scrutiny, 
particularly by independent and objective bodies like 
the CCG and CCWater; 

 Most customers have little interest in corporate 
structure or detailed corporate governance issues 
except when scandals arise. They expect that 
regulators will address this, particularly in regulated 
industries. They generally think that laws, rules and 
regulations are reasonably strict on what companies 
can and cannot do and display little or no awareness 
of modern flexible approaches like “comply or 
explain”. Customers are interested in “what” a 
business does rather than “how” it operates, i.e. they 
are interested in the impacts/benefits that good 

governance delivers rather than in what good 
governance looks like; 

 The majority of customers expect companies to obey 
the law and regulation but do not expect them to go 
beyond that. However, some attitudinal segments do 
evaluate morals and ethics as much as legalities;  

 Most customers accept that businesses need to 
make a profit, but this should be a fair profit. They 
expect a large proportion of profits to be ploughed 
back into the business rather than a disproportional 
share being distributed as shareholder dividends or 
paid to “fat cats”. They oppose increasing prices to 
customers when the business is already making a fair 
profit; 

 Customers accept the concept of bonus payments for 
staff so long as these are based on company 
performance and customer satisfaction; they object to 
bonuses being paid when the company isn’t 
performing well; 

 Customers accept executive pay so long as it is 
performance related and linked to positive outcomes 
for customers and society, e.g. reduced bills, 
increased customer satisfaction and environmental 
improvement – not just to profit. They also believe 
that performance-related bonuses should be set and 
approved by a truly independent body and be capped 
at a maximum; 

 Various customer priorities for “resilience in the 
round” were expressed during SEW’s customer 
engagement. These include fair treatment and good 
training for employees, measures to prevent fraud 
and good security including cybersecurity. 

 During the PR19 process, the CCG has challenged 
the company to place a stronger focus on ongoing 
customer and stakeholder insight, including creating 
a senior role to lead this work. 
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Quality of engagement 

Strengths: 

 SEW responded positively to the CCG’s challenge to 
undertake customer research to inform and develop a 
strategy on addressing its wider social, environmental 
and governance responsibilities as a responsible 
business and the provider of an essential universal 
public service; 

 SEW undertook a substantive piece of qualitative HH 
customer research (two workshops, one in each of its 
Western and Eastern regions, each 3.5 hours, 72 
customers in total) on responsible business practices 
including corporate and financial resilience;  

 SEW undertook an appropriate range of research to 
understand customer priorities for “resilience in the 
round” including issues such as fair treatment of staff 
and cyber security; 

 Within the context of SEW’s overall investment in 
customer research for PR19, the CCG is content that 
a proportionate amount of research was done on 
customer priorities in relation to corporate and 
financial resilience. 

Areas for improvement: 

 While the amount of research undertaken was 
otherwise proportionate, there are opportunities to 
deepen insights in the future using more deliberative 
research techniques such as citizens’ juries and 
adding quantitative research. In addition, the 
company could undertake deeper research with NHH 
customers. 

To what extent have customer and 
stakeholder views influenced the plan? 

Strengths: 

 SEW’s business plan has addressed the key 
customer priorities for “resilience in the round” 
expressed during its customer engagement such as 
treating employees well and ensuring a high level of 
cyber security. We appreciate that regulatory 
requirements and good business practice are primary 
drivers for this part of the plan but it also addresses 
customer requirements that the company has modern 
systems, is robust against external shocks and is well 
run and a good employer;  

 According to SEW’s corporate resilience assessment 
in Appendix 9, investments such as upgrading data, 
information and technology are intended to improve 
the resilience of services to customers, including 
vulnerable customers. Given the company’s strong 
focus since 2015 on delivering high customer 
satisfaction scores and driving down customer 
complaints, these elements might legitimately be 
regarded as being a response to these expressions 
of customer views; 

 SEW has responded positively in its corporate 
resilience plans to the CCG’s challenge to place a 
stronger focus on ongoing customer and stakeholder 
insight, including creating a senior role to lead this 
work;  

 One of SEW’s responsible business commitments is 
“trusted corporate governance”. Under this heading it 
has committed to remove 40% of the debt that is held 
in the Cayman Islands to a company registered in the 
UK prior to 2020. While we think this cannot be linked 
directly to evidence from PR19 research, we 
understand that it followed from SEW’s more general 
awareness of changing societal expectations.  

Areas for improvement: 

 In our view, the description of SEW’s proposed 
dividend policy (which is related to financial resilience 
but described in section 7.5.4 of the business plan) 
does not describe sufficiently clearly the links 
between dividend policy and customer 
service/operational delivery. As such, it does not fulfill 
customer requirements to be transparent and tangible 
and avoid “box ticking” and “sleight of hand” (please 
see comments below). 

 In its justification for this dividend policy in section 
7.5.4, SEW rightly says that customers support “fair” 
profit but highlights only that this requires correlation 
with the quality of product and service delivery. SEW 
does not highlight that customers also see “fairness” 
as requiring that profit is proportionate. In the 
customer research, the importance of proportionality 
was particularly highlighted in customer views on fair 
performance-related executive pay, but it is 
reasonable to assume that this also forms part of 
their view on the similar topic of a fair profit. 
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SEW proposals on dividend policy, 
performance-related element of 
executive pay, and benefit sharing 

Dividend policy 

We believe greater transparency is needed about how the 
proposed dividend policy will take account of delivery for 
customers. This is required both to meet customer 
expectations as evidenced by SEW’s research and 
because Ofwat has said that it expects companies to be 
transparent about this. While we are content that the 
operational performance of the company is strongly linked 
to delivery for customers and welcome the commitment to 
transparency if the dividend policy changes, we are 
concerned that the company’s description of its planned 
approach falls short of customer requirements to be 
transparent and tangible. In particular, it is not clear 
whether or when the dividend would be reduced if the 
company attracted a high level of ODI penalties or 
otherwise failed significantly to deliver for customers.  

The company has confirmed the following to us: 

“We do not intend to be more specific on the dividends to 
be paid each year at this stage, we have though thought it 
important to lay down clearly the principles that will 
underpin the dividend policy and in particular that it will 
consider strongly the operational performance of the 
business in any decision on dividend payment and we 
have committed to explain this each year when dividends 
are announced.  

“This decision will be transparent and explained. If there is 
an expectation that the dividend will be the result of a set 
formula then we are not prepared to commit to that 
approach as there are so many multiple considerations 
that feed the decision on dividend payments. These 
include pension fund performance driven by markets, 

inflation, ability to service debt interest, cost-of-living 
changes and employee pay requirements, shock costs 
due to weather, changes in the power market, impact of 
Brexit on borrowing costs and supplier costs, revenue 
shocks due to weather, etc. 

“All these factors are considered as well as a strong 
consideration of performance but they make it difficult to 
be prescriptive on the overall balance hence the approach 
of setting out the principles in advance and being 
transparent at point of payment is the one we are using.” 

Performance-related element of 
executive pay 

SEW describes its current approach to the performance-
related element of executive pay in its business plan. 

The current bonus criteria (i.e. for 2017-8) appear to be in 
line with Ofwat’s requirements and also to meet 
household customer requirements that they are linked to 
positive outcomes for customers and society, not just to 
profit. In addition, according to SEW research, household 
customers wanted bonus payments to be capped at a 
maximum level and we note that SEW 2017-8 bonuses 
are indeed capped. However, the business plan seems to 
imply rather than state that similarly customer-focused 
criteria will be used for the full 2020 to 2025 period. We 
are not able to comment on whether customers would 
support the specific level of bonuses or the exact criteria 
as this was not tested by customer research. 

SEW’s customer research did indicate that household 
customers believe that performance-related bonuses 
should be set and approved by a truly independent body. 
We note from SEW’s 2018 Annual Report that SEW’s 
Remuneration Committee consists only of non-executive 
directors in line with good corporate governance practice. 

However, these directors do include a shareholder-
nominated director.  

We commend SEW for the transparency in its annual 
report about its 2017-8 bonus policy and the remuneration 
received by all directors on the board. 

Benefit sharing 

Ofwat’s benefit sharing requirements apply to SEW as its 
gearing is expected to be more than 70% at the start of 
AMP 7. We are pleased that SEW has adopted a benefit-
sharing mechanism as required by Ofwat in its business 
plan.  

We note that the company has used Ofwat’s illustrative 
mechanism but are unable to comment on the relative 
merits of that and other potential benefit-sharing 
approaches. However, given the strong household 
customer support for “fairness” identified in the SEW 
qualitative research described above, we anticipate that 
customers would support and prefer the mechanism that 
is also adopted by other highly geared water companies. 
We assume that Ofwat’s illustrative mechanism is likely to 
be the most commonly adopted approach and therefore 
one that will be seen as “fair” by SEW customers.  

We note that SEW has said it may propose an alternative 
mechanism at a later stage in the process. We hope that 
Ofwat will take into account household customer support 
for “fairness” in assessing any such proposals. 
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CONCLUSION
The CCG has worked hard over the last year and a half to 
challenge, scrutinise, and at times advise, South East 
Water on its approach to engagement, and the degree to 
which customer views are reflected in, and driving their 
decision-making.  We have undertaken best endeavours 
to cover all those areas requested by Ofwat, and have 
gone above and beyond where we felt there was a need, 
and where our intervention could deliver better outcomes 
for customers, stakeholders and local communities.  

Our activity in numbers since April 
2017: 

 12 main CCG meetings 
 12 Research Methodology Sub-Group meetings 
 11 Consumer Vulnerability Sub-Group meetings 
 Six special meetings including four on outcomes and 

performance commitments and two on responsible 
business 

 190+ challenges and information requests  
 47 engagement events/focus groups attended by 

CCG members 
 23 pieces of research influenced  
 One survey of the Environmental Focus Group (EFG) 

undertaken – our first independent survey of 
stakeholders 

The CCG has endeavoured to be genuinely challenging to 
South East Water while being scrupulously fair, always 
giving the company the opportunity to respond. While we 
have not always seen eye to eye and have at times had a 
mismatch in expectations, we have in particular, 
encouraged the company to be more ambitious with its 
engagement and performance targets, more outward-
looking and proactive, and to further embed customer 
engagement into its everyday business.  

Quality of engagement 

Overall the company has undertaken an extensive 
programme of engagement for its 2020-25 business plan. 
In comparison to the activity that underpinned its 2015-20 
business plan, there has been a step change in the 
amount, range and quality of engagement activity with 
more than 25 pieces of research undertaken compared to 
13 for PR14.   

Against the CCG’s ‘quality of engagement assessment 
framework’, which is informed by Ofwat’s principles of 
good customer engagement, Citizen’s Advice and the 
AccountAbility AA1000 Stakeholder Engagement 
Standard, we have scored the company 7/10 on the 
quality of engagement underpinning its plan for PR19. 

This score has taken into account and been informed by: 
the company’s size; water sector benchmarks where 
available; the distance the company has travelled since 
PR14; and how well the company has responded to the 
CCG’s challenges. 
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Design and delivery 7/10 

The company’s range of engagement techniques has 
continued to develop. SEW’s engagement programme 
included both quantitative and qualitative research. There 
are examples of the use of the full engagement ‘spectrum 
of participation’ – informing, listening, understanding, 
consulting, collaborating, participating, involving and 
empowering customers.  

It is the CCG’s view that the overall scale of SEW’s 
engagement has been proportionate to the company’s 
size, purpose, and the importance of this activity.  

SEW focused its engagement on issues that customers 
and stakeholders could influence and, on balance, the 
company also provided good opportunities for customers 
to give unconstrained views on issues that matter to them 
about water. 

Following CCG challenge there has been an increased 
focus on the robustness and independence of research. 
The CCG has had a strong focus on ensuring surveys 
were balanced, not leading, had appropriate comparative 
information and made suggestions to improve clarity and 
accessibility. The importance of these kinds of 
methodological changes is perhaps illustrated by the 
results of the supply interruptions question on p.32. For 
example, the CCG: 

 Challenged an historic and outdated market research 
standard applied to willingness-to-pay (WTP) 
research that weights data based on the census 
head-of-household category, which leads to the 
under-representation of women;  

 Pushed for increased cognitive testing to help 
improve surveys and the interpretation of findings;  

 Pressed for ‘understandability questions’ to be 
included into the acceptability research – so that 

those who did not understand a question or option 
description, were not counted in the figures – thus 
improving the validity of findings; 

 Where we could, ensured that customer views were 
not constrained by the framing of questions. For 
example, following CCG challenge SEW tested a 
higher contribution of £6 rather than £4 per annum for 
social support for customers with additional needs. 
This may have contributed to the increase in WTP 
from £1.50 to £5.50. 

In order to verify the effectiveness of SEW’s much-lauded 
Environmental Focus Group we conducted an 
independent survey of its members. More than a third of 
respondents said the EFG was ‘very useful’ and an 
additional half ‘fairly useful’. While there was room for 
improvement, almost three quarters said SEW engaged 
either ‘extremely well’ or ‘very well’ with their organisation. 
Its forum also compared favourably to those of other 
water companies’.  

However, the company’s focus on customer satisfaction 
rather than engagement appears to have led to an over-
reliance on impressionistic research, where customers 
give reactive, uninformed views on issues. There are 
some areas such as single source of supply, future 
drought and resilience scenarios, as well as performance 
commitments, where more deliberative research would 
have been of particular value.  

SEW undertook a range of engagement to inform the 
setting of its performance commitments, RoRE range and 
its approach to over and underperformance payments. 
We welcomed the company exploring more innovative 
options, such as how underpayments should be 
distributed. They asked should they be spread amongst 
all customers or weighted towards those that had 
experienced the greatest detriment. This is in line with 
customers’ sense of fairness. Also, its decision to consult 

on reinvesting outperformance payments to support 
customers in vulnerable situations.  

However, the company underestimated the time and 
information that customers and stakeholders needed to 
give informed views on incentives and how stretching 
targets are. Indeed, the CCG were concerned about the 
resultant length and complexity of the company’s survey 
which asked customers to consider both PC targets and 
the business plan acceptability together. The SEW 
recognizes these lessons learned. We welcome, 
therefore, its commitment to pilot new approaches going 
forward in order to understand the best way to engage 
with customers and stakeholders on these complex 
issues. 
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Engagement innovation – 8.5/10 

South East Water’s strongest area, where we have scored 
the company 8.5/10, is its engagement ‘innovation’. The 
company has been innovative in its bespoke research – 
for example, the application of its attitudinal segmentation, 
use of hands-on ‘creating foresight’ sessions with cards to 
consider future stakeholder priorities, and gamification for 
some of its willingness-to-pay research. 

The genuine co-creation of its vulnerability strategy should 
be particularly praised. This approach is requiring a shift 
in mindset away from ‘show and tell’ approaches and 
‘company knows best’ attitudes to working collaboratively 
with customers with additional needs, and grass roots 
organisations that work with and represent them. There 
have been many lessons learned but this is a positive 
trajectory upon which the company is committed to 
continue.   

SEW’s proposals to engage customers in co-delivering 
solutions to resilience challenges are also innovative - in 
particular its ‘resilient customer’ concept, along with new 
outcomes that incentivize partnerships with landowners 
(catchment management) and a focus on incentivizing 
and working with abstractors to help protect the 
environment. However, in the case of the former in 
particular, the proof of the pudding will be in how these 
approaches are delivered in practice. We will be keeping 
a close eye on their development.  

Strategy and planning – 5/10 

South East Water’s weakest area has been in its strategy 
and planning where the CCG scored the company 5/10. 
While significant improvements have been made over the 
last year, a lack of in-house expertise and an historic stop-
start approach to engagement meant there was not a 
robust targeted strategy.  

There was insufficient time built in to the timetable for 
reflection, consolidation and flex with some key pieces of 
research - the acceptability testing, affordability testing, 
and customer views on how stretching they think PCs are 
- only available as interim findings on August 10 and not 
finalised until August 24. The company says this was 
because they considered the bill impacts of Ofwat’s 
‘putting the sector back in balance’ requirements and due 
to the complexity of the survey.  

This alongside the back-ended nature of the business 
plan development process put the CCG under significant 
pressure to perform its role in limited time and allowed 
little scope for retesting in case of negative or uncertain 
customer findings. While we acknowledge the company’s 
step change in engagement activity, this was nonetheless 
disappointing as it similarly occurred at PR14.  

The CCG has challenged the company to build stronger 
engagement foundations and it has responded very well. 
We have seen: mapping of stakeholders and customers; 
more targeted engagement approaches; and better 
capture of customer insight. Once the board’s 
commitments outlined below are implemented we 
have grounds for optimism that SEW’s business-as-
usual strategy and planning will move closer to a  
7 or 8. 

Representation and accessibility 7/10 

Improvements in stakeholder mapping, while ongoing, 
have helped in turn to support improvements in the 
representativeness of the company’s approach with: a 
wider range and more targeted stakeholders being 
engaged; increased research with hard-to-reach groups 
and non-household customers; better geographical 
representation; and more engagement with relevant staff.  

However, further work is still needed to properly map 
hard-to-reach, vulnerable customer and minority ethnic 
groups in particular. Also SEW needs to develop a better 
understanding of its NHH customers to ensure their views 
are heard. The company’s Nepalese community’s views, 
for example, were not explicitly sought despite SEW 
meeting community leaders as part of business as usual 
activities during the last year.  

While welcome research was undertaken with customers 
who had experienced supply interruptions, further 
consideration is needed as to how the company can get 
beyond top level average findings, to understand how 
other minority voices, such as those experiencing 
persistent low water pressure or poor quality water, are 
genuinely heard and responded to.   

 In addition, despite SEW’s efforts, it received a low 
response rate from its PR19 retailer survey. It got only 
three responses in spite of 32 retailer relationships, with 
18 actively operating in its area. Also, none responded to 
its engagement around the draft Water Resources 
Management Plan. Though this is perhaps 
understandable, given the business pressures on water 
retailers in the first 18 months after market opening, it 
needs to be addressed given the importance of this 
relationship to demand management and reducing NHH 
voids, for example.  
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While the company engaged relatively well on future 
water resources options, there is also scope for 
improvement in its horizon scanning and understanding of 
customer, stakeholder and communities’ future priorities.  
SEW, despite its extensive schools programme, missed 
opportunities to engage with young people on their water 
priorities to ensure those voices informed the business 
plan.  

Although the company asked a number of questions 
linked to the affordability and value for money of water 
bills, it did not undertake targeted engagement on water 
debt, including with customers struggling to afford their 
bills. Despite some efforts, SEW also failed to effectively 
consider longer-term bill affordability in its region.  

Evidence base and triangulation 6.5/10  

The company’s insight spreadsheets illustrate that SEW’s 
evidence base is becoming increasingly robust, with 
findings from bespoke engagement, business-as-usual 
activity and third party insight being captured.  We have 
been challenging the company to become more consumer 
and therefore data centric.  

Having reviewed a number of the pieces of research and 
attended 47 of the focus groups and workshops, to our 
best knowledge the company has been objective in its 
interpretation of the findings and the insight database is a 
good reflection of the high-level evidence so far. 

However, SEW has not yet properly analysed its research 
and taken more granular insight from it. This is important 
as some findings such as those on affordability are 
contradictory. Others are counter-intuitive and need 
further research to understand. For example, research 
found that a 3% reduction in the bill led to a decline in 
reported affordability of 1%. WTP respondents also 
appeared to oppose bill reductions, perhaps due to lack of 
trust that lower bills could be delivered without a decline in 
service.  In addition, despite general support for a more 
resilient infrastructure, customers’ willingness to pay for 
single source of supply was low - it is unclear if this is 
because the majority is not impacted so does not care, or 
due to a lack of understanding of the implications of this 
factor. 

Our experience from the Consumer Vulnerability Sub-
Group is that the company currently lacks sufficient and 
senior customer insight expertise to perform this data 
analysis task and had insufficient time built into its 
timetable to explore any tensions. SEW’s board has 
agreed to develop a new Customer Insights Team to 
address this gap. This is a positive direction of travel. It 
should be noted, therefore, that most insight used for the 
2020-25 business plan is predominantly face-value 
findings. 

Despite challenge, the company also failed to take us 
through a single consumer issue to demonstrate how it 
had made trade-offs between different evidence, and how 
any trade-off process was applied in practice. SEW told 
us that it did not believe there were any substantive 
tensions although we cannot confirm this and recommend 
Ofwat consider this further.   
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Openness and transparency 7.5/10 

SEW has been very receptive to CCG challenge. Of the 
190 challenges made, 154 have been responded to and 
the rest are still in process. 

We have had full access to SEW staff including the non-
executive directors. The CCG Chair has met one to one 
with members of the board, presented at three board 
meetings since April 2018, and board members also 
attend our CCG and sub-group meetings by invitation. 

We have had frank conversations with senior leaders and 
they have responded positively to issues raised. The 
company’s ‘Engage out Loud’ approach is a welcome 
initiative. 

However, the company has not always been good at 
communicating. A significant open challenge is also how - 
beyond its statutory obligations around feeding back to 
customers regarding the WRMP - the company will 
communicate individually to those involved in the 
engagement process how their views have influenced the 
plan. 

We believe greater transparency is needed about how the 
proposed dividend policy will take account of delivery for 
customers. This is required both to meet customer 
expectations as evidenced by SEW’s research and 
because Ofwat has said that it expects companies to be 
transparent about this.  

Degree to which customer and 
stakeholder views are reflected in and 
have driven decision making  

In line with Ofwat’s Principle 1, the CCG is assured 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% and 88% 
for household and non-household customers respectively.  

The CCG has scored the company an ‘impressionistic’ 7 
(across retail and vulnerability, affordability, environment 
and operational, water quality and financial resilience and 
responsible business) on the degree to which customer 
and society views are both reflected in and have driven 
the business plan. 

SEW has developed an impressive ‘insight database’ that 
clearly shows a link or ‘golden thread’ between the 
customer findings and its proposals. And with 35 
performance commitments the company perhaps 
inevitably has something for everyone. 

The company’s acceptability testing (while not without 
notable limitations) found that the majority of customers 
thought the proposals were affordable - 67% of HH 
customers and 72% of NHH customers respectively, self-
reported that the proposed water-only bill (a 0.1% 
reduction 2020-25) would be affordable, once they knew 
how the money would be used.  

Domestic customer bills will average £204 (before 
inflation) across the five-year period. The company’s 
proposals to minimise bill volatility are also in line with 
customer preferences. 

At a community level, there appears to be broad support 
for the company’s key infrastructure projects: 

 Aylesford Water Treatment Works; 
 Arlington extension;  
 Broad Oak reservoir. 

SEW appears to be listening to customer views and has 
adjusted its approach to accommodate feedback. 

More widely, the business proposals reflect the increasing 
value that customers place on the environment, carbon 
reduction, water efficiency, responsible business, 
biodiversity and supporting customers in vulnerable 
situations, alongside hygiene factors such as tackling 
leakage, reliability of supply, good customer service and 
water quality.  

Indeed, 87% of customers supported the package ‘Every 
Drop Counts’ – which includes leakage and water 
efficiency measures - and 84% of customers supported 
the company’s revised Water Resources Management 
Plan. 

Thanks to our observation of workshops and focus groups 
we heard the unprompted voices of customers that were 
not being picked up in research designed to capture views 
on other issues. In response to CCG challenge, SEW 
listened to these voices, undertook unscheduled 
additional research and as a result developed its 
responsible business strategy and the NHH resilient 
customer concept. This is to be commended. 

The current SEW executives bonus criteria (i.e. for 
2017/18) not only appears to be in line with Ofwat’s 
requirements but also with household customer 
requirements that they are linked to positive outcomes for 
customers and society, not just to profit. In addition, 
according to SEW’s research, household customers 
wanted bonus payments to be capped at a maximum level 
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and we note that SEW 2017/18 bonuses are indeed 
capped. However, the business plan seems to imply 
rather than state that similarly customer-focused criteria 
will be used for the full 2020 to 2025 period. 

Under its ‘trusted corporate governance’ approach, SEW 
has committed to remove 40% of the debt that is held in 
the Cayman Islands to a company registered in the UK 
prior to 2020. While this cannot be linked directly to 
evidence from PR19 research, we understand that it 
followed from SEW’s more general awareness of 
changing societal alongside regulatory expectations.  

As a result of the co-creation of its vulnerability strategy, 
its proposals to support customers in vulnerable 
situations, overwhelmingly reflect and have been driven 
by feedback from those stakeholders and customers with 
whom the company engaged. The introduction of a 
bespoke stakeholder satisfaction measure and the one 
focussed on vulnerable customers during planned and 
unplanned supply interruptions is a direct result of CCG 
challenge, recognising the importance of these areas to 
customers.    

The company’s focus on delivering a ‘five out of five’ 
customer service and customer satisfaction has also 
encouraged a culture of continuous improvement in this 
part of the business in particular. These approaches have 
helped to drive down customer complaints and unwanted 
telephone contacts.   The company’s attitudinal 
segmentation is genuinely exciting - and could result over 
time in deeper customer satisfaction insights and 
potentially more tailored communications and services.  

The company has been very receptive to challenge, 
adapting a number of measures and there have been 
notable shifts on performance commitments – in particular 
following CCG challenge on carbon reduction, financial 
and non-financial support for customers in vulnerable 
situations.  

However, with these exceptions, 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 it was clearly regulatory expectations, not 
associated strong customer and stakeholder views (which 
the company recognised), that ultimately prompted a 
change in the company’s stated ambition levels.  This 
resulted in a reduction in the proposed new reservoirs 
required from three to two and removed effluent reuse 
from the programme, which had been popular with a 
number of stakeholders.  

SEW’s proposed 14% reduction in leakage levels from 
2019/20, which it estimates is 79.0Ml/day, is a significant 
shift compared to its dWRMP proposal of 3.8Ml/day – a 
reduction of 4.3%. We have a sense that this naturally 
cautious company has been reluctant to adopt this new 
relatively ambitious PC as it has with its water efficiency 
commitments despite strong customer and stakeholder 
support. However, we recognise its current level of 
performance is already, as it states ‘ahead of upper 
quartile’ so achieving 15% is arguably more challenging. 

We are only aware of a minority of issues that stand out 
as at odds with customer and stakeholder views. For 
example, the removal of the pollution performance 
commitment - where the company has had a relatively 
poor performance – though we recognise as a statutory 
commitment it will in practice still be delivered, and the 
company will report on this as part of their responsible 
business commitments; the company’s proposed 
approach to support customers in financial difficulties 
(which SEW has subsequently agreed to modify as part of 
a new financial vulnerability co-creation workstream);  and 
moving from six-monthly to annual meter reading in 
advance of the availability of smart network capacity to 

provide customers with more frequent usage information 
in other ways. 

However, sadly, the company said it was unable to add 
another column on its insight spreadsheet to demonstrate 
the link between customer views and its proposed £961m 
investment, thus ‘completing the loop’ and providing real 
transparency between customer views and the end bill.  

Quality of the proposals 

As noted, the Environment Agency (EA) has raised no 
specific concerns about the company’s proposals to 
comply with the statutory environmental obligations and 
has voiced its support for the breadth of the company’s 
bespoke environmental commitments. This recognises 
that EA will be undertaking its own assurance process 
directly with the company, which will be reported to Ofwat 
and Defra in due course. 

Natural England also has no concerns with the company’s 
proposals to comply with legislative requirements within 
its remit, and welcomes SEW’s commitments to protect 
and enhance wildlife and biodiversity in particular. 

The Drinking Water Inspectorate’s statements are 
included with this response and available on our website. 

The CCG’s Consumer Vulnerability Sub-Group has 
scrutinised the targeting, efficiency and effectiveness of 
the company’s proposals to support and empower 
customers in vulnerable situations. These proposals are 
still under development as part of the company's co-
creation process. The success of these proposals will be 
highly dependent upon the promised resource being 
delivered.  

Particular focus is needed on consumer affordability. A 
significant and seemingly increasing minority of 
customers, despite the South East being a relatively 
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affluent area, are struggling to afford to pay their bills. The 
company’s initial affordability research for combined water 
and sewerage bill found that affordability plummets to 
46% (combined with Southern and Thames’ sewerage bill 
element). Some 17% said it was not very affordable, and 
8% not at all affordable. While the company contests the 
accuracy of these findings, it did not have time to retest 
them. It is important for the company to gain an accurate 
picture of affordability in its area. Despite SEW’s part of 
the bills being 40-45% it will need to work with Southern 
and Thames Water to ensure approaches to support 
customers in or at risk of financial difficulty are targeted, 
effective and efficient. We welcome the company’s 
commitment to prioritise financial vulnerability, which will 
help to address these weaknesses.  

SEW’s culture - ongoing and embedded 
engagement 7/10 

As noted, SEW is on a journey to embed engagement. In 
PR14 it pioneered new customer satisfaction measures 
which have genuinely driven a more consumer centric 
culture. The company’s values-based segmentation offers 
an exciting opportunity to get beyond a one-size fits all 
approach to customers, to more tailored customer 
communications and services. As noted SEW has also 
considered how customers and stakeholders can co-
deliver solutions in other ways.  

Alongside this creativity, however, parts of the 
organisation remain inward looking and default to ‘inform 
and consult’ engagement approaches. Huge amounts of 
customer data remains untapped and the company 
struggles to tell its story, both good and bad.  

We have thrown down a gauntlet to the board to truly 
demonstrate its commitment to engagement on an 
ongoing basis, during AMP7 and beyond, and it has taken 
it up. 

 
 

We are pleased to report that the board has 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. The company’s proposed innovation toolboxes 
should also encourage a more innovative, collaborative 
and outward looking approach. The board has also 
committed to rollout the company’s proposed retail ‘Tell 
Me Simply’ approach organisation-wide. 

On balance, we commend the company for the 
exceptional progress it has made on customer 
engagement over the last year and a half. We have 
grounds for optimism that the company is on the right 
track. 

 

 


