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SOUTH WEST WATER  
BUSINESS PLAN

“��We’ve�consulted,�listened,�
challenged�and�refined.

� After�two�years�of�consultation��
with�our�customers�we�are�
confident�that�this�plan�achieves��
the�right�balance�of�investment��
and�activity�for�our�unique�region�
here�in�the�South�West.”

�
The�South�West�Water�Board�
2�December�2013
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BOARD	PLEDGES

Keep�price�rises�well�
below�inflation

Deliver�efficiency�
through�innovation�
to�keep�costs�and�
customers’�bills�as��
low�as�possible

Share�the�benefits��
of�success�fairly�
between�customers��
and�investors�

 » Targeting stretching 
efficiency challenges for  
all expenditure

 » 2.5% opex efficiency 
reduction per annum 
during 2015-20

 » Total capital efficiency cost 
savings of 5.5% over the 
period 2015-20

 » Passing on savings early 
to customers by freezing 
tariffs for 2014 /15

 » Stable average bills for 
three years to 2016

 » Less than inflation bill 
increases thereafter  
to 2020 

 » In real terms average 
household bills will fall  
by 9% by 2020

 » Continued sector leading 
support for vulnerable 
customers

 » Benefits of outperformance 
will be shared between 
customers and 
shareholders

 » Potential for enhanced 
returns for investors with 
additional incentives for 
outperformance

 » Investors will receive a  
fair return of 4.1% per  
annum on Regulated 
Capital Value (RCV). Retail 
margin returns equivalent 
to 0.2% per annum.
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A	high	quality	and	assured	business	plan,	founded	on	what	
our	customers	have	told	us.	We	will	keep	their	priorities	
central	to	our	planning	and	decision-making	process.

Make�significant�
improvements�to�
frontline�customer�
services

Deliver�service�
and�environmental�
improvements

Support�sustainable�
regional�growth�

 » Highest quality drinking 
water – near perfect 

 » Reduced likelihood of 
water supply interruptions 

 » New initiatives to minimise 
sewer flooding 

 » £868m (at 2012 /13 
prices) overall investment 
programme – an increase 
of 19% 

 » Improved service  
response times

 » More customer queries  
resolved first time

 » Partnership working at 
catchment level through 
flagship ‘Upstream 
Thinking’ and ‘Downstream 
Thinking’ projects 

 » Supporting local businesses 
with significant investment 
of £73m to protect bathing 
and shellfish water quality 

 » Ongoing support 
for educational and 
apprenticeship  
opportunities 

 » Using our regional  
supply chain to support 
economic growth
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DECEMBER	2012	–		
JULY	2013

DECEMBER	2012	

Welcome�to�WaterFuture.�After�two�years�of�
consultation�with�our�customers�and�stakeholders,�
this�business�plan�details�the�activities�and�
investments�that�we�will�undertake�during�the�
2015-20�period.�

The	plan	is	designed	to	keep	our	customers’	bills	affordable	and	
deliver	value	for	money	services	while	also:

	» 	enabling�us�to�meet�or�exceed�the�high�quality�standards��
set�by�our�regulators

�» �safeguarding�our�existing�investments�(e.g.�networks,�
treatment�works,�operational�assets�and�systems)�

�» �minimising�the�impact�of�our�activities�on�the�environment

�» safeguarding�fair�returns�for�investors�with�additional�
incentives�for�outperformance�shared�with�customers�

�» �ensuring�we�can�meet�future�challenges�such�as�climate�
change,�population�growth�and�new�legislation.

South	West	Water	is	the	provider	of	water	and	wastewater	
services	to	Cornwall,	Devon	and	parts	of	Somerset	and	Dorset.	
As	a	company	providing	both	services,	we	manage	this	in	an	
integrated	way	from	‘source	to	tap’	and	‘sink	to	sea’.

The	government	is	seeking	to	expand	the	competitive	market	
for	the	provision	of	water	and	wastewater	services.	Some	of	the	
legislative	changes	required	to	facilitate	this	will	be	provided	
following	the	passage	of	the	Water	Bill	which	is	currently	
awaiting	Royal	Assent.

In	preparation	for	this,	the	2014	Price	Review	requires	the	
development	of	separate	revenue	controls	for	retail,	wholesale	
water	and	wholesale	wastewater	business	activities.	

In	simple	terms,	our	retail	activities	encompass	those	with	
a	direct	interface	with	customers,	such	as	meter	reading,	
billing,	debt	collection	and	handling	customer	contacts	about	
our	services.	Wholesale	activities	are	those	encompassing	the	
operation	and	maintenance	of	the	process	and	network	assets	
which	deliver	the	abstraction,	treatment	and	supply	of	drinking	
water,	and	those	for	the	collection,	treatment	and	recycling		
of	wastewater.

Under	the	new	price	control	arrangements,	the	revenues	
required	to	cover	the	costs	of	delivery	of	the	wholesale	and	retail	
business	activities	will	be	reflected	in	separate	charges	for	these	
different	business	activities	in	the	bills	that	customers	receive.
In	the	future,	as	the	competitive	market	develops,	the	wholesale	
business	areas	(as	discrete	businesses)	will	effectively	sell	
their	services	to	retailers	who	will	then	look	to	recover	those	
costs	from	the	customers	they	serve,	along	with	their	costs	of	
providing	the	retail	element	(known	as	the	‘cost	to	serve’)	of	the	
overall	service	package.

In	this	document,	for	the	sake	of	clarity,	much	of	the		
description	and	explanation	continues	to	take	an	integrated		
view	of	the	business.	

However,	the	separation	of	retail	and	wholesale	activities	for	
price	setting	purposes	is	of	crucial	importance	in	terms	of	risk	
and	reward,	and	the	relative	levels	of	financial	return	appropriate	
to	the	different	activities.	With	this	in	mind	the	factors	affecting	
the	separate	businesses	are	fully	discussed	where	appropriate,	
particularly	in	the	section	in	this	document	titled	‘Financing	
the	Plan’,	with	illustrative	descriptions	for	customer	bills	in	the	
section:	‘What	the	Plan	will	Cost’.

The	water	industry’s	economic	regulator,	Ofwat,	will	review	and	
challenge	the	plan	following	its	submission	in	December	2013.	
The	plan	and	the	impact	on	customers’	bills	will	be	finalised	by	
January	2015.

MARCH	2011	–		
NOVEMBER	2012	

RESEARCH  
TO DETERMINE  
CUSTOMER AND  
STAKEHOLDER 
PRIORITIES FOR  

THE FUTURE

JULY	2013	

PUBLICATION OF 
PROPOSALS AND  
CHOICES 2015-20

PUBLICATION 
OF 25-YEAR 

‘WATERFUTURE’ 
VISION

ENGAGEMENT 
WITH CUSTOMERS 

AND STAKEHOLDERS

DEVELOPMENT OF  
FIVE-YEAR PRIORITIES

INTRODUCTION	
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The	plan	below	shows	how	this	document	fits	into	the	suite	of	materials	developed	as	part	of	our	overall	company	business	plan.

An	accessible	summarised	version	of	the	South	West	Water	
Business	Plan	containing	key	information	relevant	to	the	wider	
customer	audience.	Informed	by	the	feedback	we	have	had	
about	our	customer	communication	materials,	it	is	designed		
to	be	concise,	informative	and	easy-to-read.

The	South	West	Water	Business	Plan	is	our	main	business	plan	
document	for	the	integrated	business	(wholesale	and	retail).		
It	contains	details	relevant	to	stakeholder	groups	and	regulatory	
bodies	and	is	designed	to	provide	in-depth	narrative	on	our	
planned	strategies,	activities	and	investments.

FINALISATION  
OF FIVE-YEAR  

BUSINESS PLAN

NOVEMBER	2014

An	independently	authored	document	which	captures	the	
conclusions	of	the	customer	challenge	panel	responsible	
for	scrutinising	and	challenging	our	business-planning	
activities.	It	includes	the	panel’s	conclusions	about	the	
quality	of	our	engagement	with	our	customers	and	
stakeholders	and	how	well	our	plan	meets	their	needs		
and	priorities.

The	Investor	Summary	contains	information	relevant	to	
the	financial	audience	including	investors.	The	document	
summarises	key	strategies,	activities	and	investments	and	
provides	key	financial	facts	and	figures.

INVESTOR��
SUMMARY

WATERFUTURE�
CUSTOMER�PANEL�
REPORT�TO�OFWAT

CUSTOMER��
SUMMARY

This  
document 

SOUTH�WEST�WATER��
BUSINESS�PLAN

JULY	2013	–		
SEPTEMBER	2013

CONSULTATION  
ON FIVE-YEAR  

PROPOSALS AND  
CHOICES

DECEMBER	2013	

PUBLICATION  
OF FIVE-YEAR  

BUSINESS PLAN

DOCUMENT	PLAN
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Data	may	vary	from	other	reports	due	to	alternative	definitions.

Since�1989,�South�West�Water�has�spent�nearly�
£6�billion�to�maintain�and�improve�the�water�and�
wastewater�services�on�which�lives�and�businesses�
in�our�region�depend.�
�
What�makes�the�South�West�so�special�also�presents�a�unique�
set�of�challenges.�We�serve�a�relatively�small�and�dispersed�
population�spread�across�a�hilly�and�largely�rural�peninsula.�
The�region’s�key�industries�such�as�tourism�and�agriculture�are�
dependent�on�the�quality�of�the�sensitive�natural�environment.�
This�includes�areas�of�outstanding�natural�beauty�which�attract�
millions�of�visitors�each�year,�placing�seasonal�pressure�on�our�
resources,�networks�and�assets.
�
There�are�more�miles�of�coastline�per�South�West�Water�
customer�than�any�other�England�and�Wales�water�and�
sewerage�company.�This�has�enviable�quality�of�life�benefits�
but�has�also�meant�that�the�cost�of�taking�care�of�around�a�third�
of�the�bathing�waters�in�England�and�Wales�has�fallen�on�a�
small�fraction�of�the�population�–�an�historical�unfairness�that�
the�government�has�acknowledged�through�the�£50�annual�
household�bill�reduction�which�came�into�effect�in�April�2013.

FACTFILE	

35%
OF ALL THE 
DESIGNATED	
BATHING
WATERS
IN�ENGLAND

RESIDENT  
POPULATION  

27,100�

ANNUAL 
TOURIST��
VISITS OVER
1,000,000 

RESIDENT  
POPULATION  

1.7M

8M
VISITORS
A�YEAR

NEWQUAY

FALMOUTH

Blue	Flag	beaches

Bathing	waters

Shellfish	waters
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FACTFILE	

Dartmoor

Bodmin	moor

OVER 
14,000�
ACRES
MANAGED	FOR
RECREATION

Exmoor

WIMBLEBALL�
RESERVOIR

ROADFORD�
RESERVOIR

PLYMOUTH

PLYMOUTH�CENTRAL�
WASTEWATER�
TREATMENT�WORKS

REGIONALLY�BASED�
CALL�CENTRE

SOLAR�POWER�
AT�LOSTWITHIEL�
WASTEWATER�
TREATMENT�WORKS

BROKENBURY�
WASTEWATER�
TREATMENT�WORKS

19%
OF ENGLAND 

&�WALES
DESIGNATED	

SHELLFISH
WATERS

EXETER

LABORATORY�AT�
COUNTESS�WEAR�
WASTEWATER�
TREATMENT�WORKS

COLLIFORD
RESERVOIR

93%��
OF�WATER��
TREATED		
COMES�FROM�
SURFACE	
WATER SOURCES

ONE OF THE 
HIGHEST 
LENGTHS OF 
DISTRIBUTION 
PIPEWORK
PER CUSTOMER

HIGHEST
NUMBER OF
WASTEWATER	
TREATMENT	
WORKS	PER
CUSTOMER

LARGEST�
&	WILDEST 
AREA	OF	OPEN	
COUNTRY��
IN	SOUTHERN	
ENGLAND
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South�West�Water’s�business�plan�to�2020�is�
designed�to�keep�our�customers’�bills�affordable�
while�delivering�measurable�improvements�in�the�
water�and�wastewater�services�that�our�region�
depends�on.�It�is�underpinned�by�the�rigorous�
challenge�and�involvement�of�the�South�West�Water�
Board�and�the�extensive�work�undertaken�over�the�
past�two�years�to�fully�understand�our�customers’�
and�stakeholders‘�priorities�for�future�services.�

EXECUTIVE	SUMMARY
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Developing�outcomes

Our	extensive	research	and	the	involvement	and	challenge	
from	our	Board	has	enabled	us	to	ensure	that	our	plans	are	
focused	clearly	on	those	things	most	important	to	customers	
and	stakeholders.	This	has	resulted	in	the	development	of	eight	
specific	outcomes	which	capture	what	our	customers	and	
stakeholders	have	said.

First	published	in	July	2013	as	part	of	our	largest	ever	
consultation,	the	outcomes	were	developed	in	line	with	the	
feedback	received	from	customers	and	stakeholders.	

Following	extensive	consultation	the	outcomes	were	
refined	further	in	order	to	reflect	customer	and	stakeholder	
preferences	in	respect	of	the	levels	of	investment,	performance	
commitments	and	timings,	and	to	ensure	we	would	be	compliant	
with	our	legislative	obligations.	The	outcomes	have	also	received	
the	input	and	scrutiny	of	the	independent	WaterFuture	Customer	
Panel	(see	page	17	for	details).	

We	have	taken	great	care	and	time	to	ensure	that	the	eight	
outcomes	are	integral	to	our	business	plan	and	the	various	
investments	and	activities	we	are	aiming	to	deliver	during		
2015-20.	

Our	outcomes	are:	

CLEAN,�SAFE�AND�RELIABLE�SUPPLY�OF�DRINKING�WATER�
Page	34

RELIABLE�WASTEWATER�SERVICE�
Page	40	

AVAILABLE�AND�SUFFICIENT�WATER�RESOURCES��
Page	46

RESILIENCE�IN�EXTREME�CONDITIONS�
Page	52

RESPONSIVE�TO�CUSTOMERS��
Page	58

PROTECTING�THE�ENVIRONMENT��
Page	64

BENEFITING�THE�COMMUNITY��
Page	70

FAIR�CHARGING�
Page	76

For	each	of	these	outcomes	we	have	thought	carefully	about		
the	things	we	can	measure	to	determine	the	extent	to	which	they	
are	being	delivered.	With	the	‘measures	of	success’	identified		
we	have	been	able	to	commit	to	a	2020	performance	level	for	
many	of	them	and	we	are	seeking	to	explore	ways	of	reliably	
measuring	new	objectives	(particularly	where	we	impact	on	the	
environment)	in	the	next	period.	

Committing�to�the�right�level�of�performance�has�
also�been�the�subject�of�in-depth�consultation�
with�our�customers�and�stakeholders�to�establish�
targets�with�the�appropriate�levels�of�both�challenge�
and�incentive.�

It	is	our	intention	to	share	the	benefits	of	good	performance	with	
our	customers	as	early	as	possible.	The	outcome	sections	in	this	
report	describe	the	risks	associated	with	achieving	performance	
levels	and	the	means	by	which	good	performance	could	be	
incentivised	and	any	resulting	benefits	fairly	shared.

Many	of	the	long-term	investment	requirements	contained	in	
the	business	plan	are	intrinsically	linked	to	the	achievement	
of	specific	‘measures	of	success’	and	thus	linked	to	the	
achievement	of	the	outcomes	customers	want.	This	includes	
increased	protection	for	the	environment	in	areas	such	
as	bathing	water	and	shellfish	water	quality	(particularly	
contributing	to	the	outcomes	of	‘Protecting	the	Environment’		
and	‘Benefiting	the	Community’).	

Other	investment	requirements	are	driven	by	legislation	that		
we	have	to	comply	with,	the	specific	demands	of	our	quality	
regulators	and	other	external	factors	such	as	climate	change		
and	population	growth.	

Where	we	have	identified	areas	where	our	current	performance	
does	not	meet	the	expectations	of	our	customers	we	have	
challenged	ourselves	to	find	ways	to	make	improvements	
whilst	minimising	the	financial	implications	for	those	we	serve.	

In	preparing	this	business	plan	we	have	been	particularly	
mindful	of	the	very	important	desired	outcome	of	‘Fair	Charging’.	
We	have	described	this	outcome	as	‘being	efficient	in	order	to	
keep	our	costs	as	low	as	possible	and	offering	support	to	those	
who	struggle	to	pay’.	The	achievement	of	this	requires	careful	
balancing	of	sometimes	competing	priorities,	and	a	rigorous	and	
innovative	approach	to	efficiency	delivery	across	the	entire	plan.	
This	holistic	approach	will	also	help	ensure	the	delivery	of	all	the	
outcomes	required.	

EXTENSIVE 
BOARD	
CHALLENGE
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Keeping�costs�down�

We	are	acutely	aware	that	the	current	economic	climate	has	
placed	additional	pressure	on	the	many	households	in	our	
region	in	which	affordability	is	already	an	issue.	Our	customers	
have	historically	faced	higher	than	average	bills	due	to	our	
environmental	obligations.	This	is	exacerbated	by	lower	than	
average	regional	incomes.	

From	the	outset	we	have	looked	at	how	we	can	improve	our	own	
efficiency	in	order	to	offset	the	investment	necessary	to	make	
improvements	during	2015-20	and	avoid	a	dramatic	bill	increase.	

Across�both�wholesale�and�retail�activities�we�have�
examined�best�practice�in�our�own�industry�and�
elsewhere�to�identify�where�savings�can�be�made.	

As	a	consequence,	our	2015-20	plan	will	deliver	significant	total	
expenditure	efficiency	savings	(2.5%	per	annum	operational	
expenditure	efficiency	and	5.5%	capital	expenditure	efficiency	
over	the	period),	maintaining	the	pace	of	progress	made	over	
recent	years.	Key	themes	for	cost	efficiency	remain	innovation,	
partnership	working	and	the	use	of	new	technology.	Projects	
such	as	the	new	water	treatment	works	planned	for	North	
Plymouth,	in	harnessing	cutting-edge	technology,	will	generate	
significant	savings	in	ongoing	operational	costs.	So	too	will	the	
expansion	of	our	PUROS	programme	(using	remote	monitoring	
and	control	technologies	to	maximise	the	efficiency	of	our	
day-to-day	operations)	and	the	continuing	implementation	
of	our	energy	strategy,	which	as	well	as	focusing	on	efficient	
purchasing	includes	increased	renewable	energy	generation.	

Long	term	reductions	in	operational	treatment	costs,	as	well	
as	the	more	immediate	environmental	benefits,	are	also	an	
important	feature	of	our	innovative	Upstream	Thinking	and	
Downstream	Thinking	projects.	We	are	working	on	these	projects	
in	partnership	with	many	other	parties,	including	landowners,	
local	authorities	and	conservation	trusts	to	pursue	low-cost	
sustainable	solutions.

The�efficiency�savings�made�will�enable�us��
to�absorb�inflationary�pressures�and�guarantee��
an�average�annual�household�bill�increase�that��
is�less�than�headline�inflation�rates.

At	the	same	time,	we	will	deliver	an	£868m	programme	of	
capital	investment	(in	2012	/13	prices).	This	includes	substantial	
expenditure	in	order	to	meet	our	legislative	obligations	and	
increase	protection	for	the	environment	in	areas	such	as	bathing	
water	and	shellfish	water	quality.	

While�directly�benefiting�customers,�this�investment�
will�have�a�positive�ripple�effect�on�the�regional�
economy�–�not�least�through�our�use�of�the�local�
supply�chain�with�which�we�continue�to�implement�
and,�in�many�cases,�pioneer�industry�best�practice.�

Sharing�performance�benefits

A	key	element	in	the	‘Fair	Charging’	outcome	is	an	equitable	
division	of	risk	and	reward.	Where	we	outperform	our	targets	
customers	can	rightly	expect	to	benefit	either	through	
reinvestment	in	services	or	through	lower	bills.	

We	have	carefully	considered	incentives,	both	in		
terms	of	type	and	scale,	for	each	of	our		
performance	commitments	and	for	delivering		
the	cost	base	with	the	aim	of	establishing	a	fair		
balance	of	risk	and	reward.	In	the	interests	of		
transparency	we	propose	to	track	our	performance		
annually	and	publish	it	via	a	customer	and	stakeholder		
scorecard	(known	as	WaterShare).	An	independent	panel	will	be	
able	to	challenge	what	we	propose	to	report	and	our	approach	to	
sharing	net	gains.	

There	are	also	a	number	of	factors	not	entirely	within	our	control	
that	present	both	potential	risk	and	opportunity.	These	include	
shifts	in	the	wider	economy,	changes	in	customer	demand	
and	the	unpredictability	of	certain	operational	costs.	These	
differences	will	also	be	tracked	and	accrued.

Net�gains�will�be�shared�with�customers�on�a�timely�
basis�with�the�financial�penalty�being�absorbed�by�
the�company�unless�it�is�material�enough�to�seek��
a�regulatory�assessment.�

Ensuring�affordability�and�financeability�

At	the	forefront	of	all	our	business	planning	decisions	is	the	
challenge	to	ensure	that	customers’	bills	are	affordable.	We	are	
one	of	three	companies	to	have	implemented	a	social	tariff	and	
we	will	continue	to	find	innovative	measures	to	assist	those	who	
struggle	to	pay,	particularly	the	most	vulnerable.	It	is	also	vital	
that	we	continue	to	attract	low-cost	financing	and	maintain	the	
confidence	of	our	investors.	

EXECUTIVE	SUMMARY

5.5%
CAPEX 

EFFICIENCY OF

OVER THE PERIOD

2.5%
OPEX 

EFFICIENCY OF

PER ANNUM

INNOVATIVE
WATERSHARE�
PERFORMANCE
TRACKING�&�
SHARING
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We�have�carried�out�extensive�financial�modelling��
to�ensure�that�the�investment�decisions�we�make�
are�prudent�and�we�have�a�robust�strategy�in�place�
to�manage�risks.�

By	reflecting	an	appropriate	cost	of	capital,	fine-tuning	our	
investment	programme	and	optimising	our	efficiency	we	have	
arrived	at	a	plan	which	safeguards	fair	returns	for	investors	and	
offers	additional	incentives	for	outperformance.	The	plan	will	
also	protect	our	customers	from	unaffordable	bill	increases.	

Our	customer	research	found	acceptability	of	the	plan	to	be		
84%	(up	from	34%	at	the	2009	Price	Review)	when	considering	
bills	in	real	terms.	Furthermore,	even	when	six	years	of	inflation	
were	added	to	the	bills	(indicative	of	the	bill	customers	will	pay),	
70%	of	customers	still	found	our	plans	acceptable.

Our	research	also	revealed	customers’	preference	for	savings	to	
be	passed	back	as	soon	as	possible,	provided	subsequent	price	
rises	were	kept	below	inflation.	This	has	been	reflected		
in	our	plan	with	a	price	freeze	in	2014/15,	flat	average	bills	to	
2016	and	below	inflation	increases	thereafter.	Bills	are	forecast	to	
reduce	in	real	terms	over	the	period	by	9%.	

Recognising	the	need	to	attract	finance	and	deliver	fair	returns,	
but	still	keep	bills	affordable,	we	have	reduced	overall	returns	to	
investors	from	their	current	position	but	structured	performance	
incentives	that	allow	for	enhanced	equity	returns	when	we	
outperform.	Reflecting	the	new	methodology	we	have	looked	at	
returns	across	both	wholesale	and	retail	activities.	We	believe	a	
vanilla	cost	of	capital	of	4.1%	for	the	wholesale	activities	and	retail	
margins	equivalent	to	a	0.2%	return	will	retain	and	attract	new	
investment	required.

Equity	returns	could	yield	up	to	10.1%	if	performance	is	delivered	
above	the	targets	set.	

The�right�balance

Throughout	the	development	of	this	plan	we	have	strived	to	
achieve	the	best	possible	balance	of	activity	and	investment	to	
meet	the	needs	and	priorities	of	our	diverse	range	of	customer	
and	stakeholder	groups.

This�is�a�high�quality�business�plan�which�achieves�
the�right�balance.�It�is�progressive,�innovative,�
affordable�and�deliverable.

9% 
REAL�
REDUCTION
IN	BILLS

Investment�programme K5�(1) K6�(1) K6�(2)

Ongoing £645m £703m £819m

Legislative	obligations £85m £165m £192m

Total £730m £868m £1,011m

Efficiency�(totex�and�ACTS) K5�(1) K6�(1)

Operating	costs 2.8% 2.5%

Capital	expenditure 5.0% 5.5%

84% 
CUSTOMER	
ACCEPTANCE OF  
THE	BUSINESS	

PLAN
EXTENSIVE 
BOARD	
INVOLVEMENT
& ENGAGEMENT

Financial�highlights K5�(1) K6�(1)

Wholesale	vanilla	cost	of	capital 5.1% 4.1%

Retail	margins	(RCV	returns	equivalence) - 0.2%

Cost	of	equity 7.1% 7.0%

Cost	of	debt 3.6% 2.5%

Notional	gearing 57.5% 62%

Return	on	Regulated	Equity	(RORE) - 2.5	-10.1%

Average	p.a.	household	bill	increase 2.8% 1.7%

Financeable

(1)	2012/13	price	base,	(2)	At	outturn	prices,	(3)	Before	grants	and	contributions
RETURNS�IN�
EXCESS OF

10% 
COST OF  
CAPITAL

4.1%

WHOLESALE
VANILLA

SOCIAL
TARIFF		
ALREADY
IN	PLACE	

TARIFF	
FREEZE
IN 2014 /15

NO CHANGE IN 
AVERAGE BILL TO 

2016
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South�West�Water�has�come�a�long�way�over�the�
past�two�decades.�We�have�transformed�the�water�
and�wastewater�services�our�customers�rely�on,�
undertaken�major�programmes�of�work�to�protect�
the�natural�environment�and,�in�turn,�helped�to�
underpin�the�vibrant,�growing�economy�of�a�region�
with�unique�characteristics�and�enviable�quality��
of�life.

Whilst	we	have	achieved	industry-leading	success	in	many	areas	
of	our	business	there	is	still	work	to	be	done	to	improve	the	
water	and	wastewater	services	that	our	customers	rely	on.
As	a	company	we	use	a	range	of	Key	Performance	Indicators	
(KPIs)	to	track	our	performance.	The	table	below	shows	our	
performance	since	the	beginning	of	K5	(2010-15)	as	measured	
against	the	KPIs	currently	used	by	Ofwat.

Our	forecast	performance	to	2014/15	is	also	included.

Our	unique	circumstances	have	resulted	in	above	average	bills	
so	delivering	value	for	money	is	critical.	This	is	reflected	in	our	
focus	on	delivering	excellent	service	for	our	customers	and	
seeking	to	outperform	in	as	many	areas	as	possible.	We	have	
made	excellent	progress	in	many	areas	and	are	industry	leaders	
in	a	number	of	key	aspects	of	our	operation.

We	use	KPIs	to	monitor	our	performance	to	ensure	we:

�» consistently�deliver�the�reliable�service�that�customers�
expect�each�day�

�» maintain�and�improve�the�capacity�and�capability�of�our�
assets�in�order�to�deliver�effective�service�to�our�customers�
over�the�long�term�

�» reduce�the�impact�of�our�activities�on�the�environment.�

We	have	made	significant	improvements	in	our	performance		
and	are	on	track	to	deliver	all	the	targets	we	set	in	our	2010-15	
business	plan.

Customer experience 2010 /11 2011 /12 2012 /13 2013 /14 2014 /15

SIM	Total	Score	Points 58.1 66.9 70.5 73.5 77.0

Internal	sewer	flooding	repeats 26 31 118 (1) 53 30

Supply	interruptions	hrs/prop 0.82 0.62 0.27 0.29 0.27

Reliability and availability

Serviceability	water	infrastructure Stable Stable Stable Stable Stable

Serviceability	water	non-infrastructure Stable Stable Stable Stable Stable

Serviceability	wastewater	infrastructure Stable Stable Stable Stable Stable

Serviceability	wastewater	non-infrastructure Stable Stable Stable Stable Stable

Total	leakage	Ml/d 83.7 81.3 84.2 84.0 84.0

Water	quality	(overall	compliance) 99.97 99.99 99.97 99.98 99.98

Security	of	supply	index 100.0 100.0 100.0 100.0 100.0

Environmental impact

Greenhouse	gas	emissions	ktCO2e 155.9 152.7 158.8 152.1 150.0

Wastewater	pollution	incidents	Cat	1-3/per	10,000km	sewer 148.6 158.3 223.4 266.1 261.0

Serious	wastewater	pollutions	Cat	1-2/per	10,000km	sewer 6.5 17.4 4.3 14.1 2.2

Wastewater	treatment	quality	(numeric	compliance	%) 93.1 92.1 97.1 95.4 97.5

Sludge	disposal	satisfactory	% 100.0 100.0 100.0 100.0 100.0

Financial

Post-tax	return	on	capital	% 5.6 5.4 5.0 5.1 4.4 (2)

Gearing	% 57 56 55 58 61

Interest	cover 2.3 2.1 2.3 2.4 2.1

THE	WATERFUTURE	JOURNEY:
WHERE	WE	ARE	NOW

1

2

3

4
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Despite	this,	there	are	still	areas	requiring	improvement		
where	performance	falls	below	our	customers’	and	our		
own	expectations.	

Service�Incentive�Mechanism�(SIM)

We	have	continued	our	upward	trend	of	customer	service	
improvement	and	will	have	delivered	an	88%	improvement	
since	the	SIM	measure	was	introduced	in	2010.	Whilst	this	
improvement	is	significant	there	are	still	improvements	to	be	
made	in	comparison	to	the	rest	of	the	industry.	See	pages		
58-63	for	how	we	intend	to	improve	customer	satisfaction		
levels	to	industry	leading	levels.

Drinking�water�quality

While	our	compliance	with	the	regulated	water	quality		
standards	is	very	good	there	are	some	aesthetic	challenges		
we	need	to	address.

We	still	receive	a	disproportionate	level	of	contacts	about	colour,	
taste	and	smell	compared	with	other	areas	of	the	country.		
This	can	be	attributed	to	some	extent	to	the	nature	of	the	water	
we	source	(much	of	it	is	soft,	naturally	acidic	surface	water	such	
as	that	from	moorland	and	lowland	catchments)	as	well	as		
the	extended	nature	of	our	pipe	networks.	See	pages	34-39	for	
the	improvements	in	taste,	smell	and	colour	that	are	planned	
during	2015-20.

Pollution

Ultimately,	our	goal	is	to	eliminate	harmful	pollution	incidents	
altogether.	We	have	one	of	the	best	records	in	the	industry	for	
avoiding	Category	1	(major)	pollution	incidents	and	have	reduced	
significantly	the	number	of	Category	2	(significant)	incidents.	
However,	we	recognise	we	need	to	do	more	to	reduce	the	
number	of	Category	3	incidents.

There	are	steps	we	need	to	take	to	reduce	these	further,	
especially	given	the	impacts	that	climate	change	and	population	
growth	are	already	having	on	our	assets	and	networks.	See	
pages	64-69	for	how	we	intend	to	reduce	pollution	incidents.

Treated�wastewater�quality

We	endeavour	to	improve	the	quality	of	the	treated	wastewater	
we	return	to	the	environment	and	this	is	reflected	in	the	
improving	performance	of	our	wastewater	treatment	works	
compliance	during	2010-15.	However,	performance	falls	below	
our	expectations	and	we	are	continuing	our	glide-path	to	achieve	
100%	compliance	by	2020.
	
See	pages	64-69	for	our	plans	to	reduce	the	impact	of	our	
services	on	the	environment	and	deliver	100%	compliance	with	
wastewater	quality	standards

1

2

3

4

in	line	with	or	better	than	expected

significantly	below	expectations

(1)		Repeat	internal	sewer	flooding	performance	
significantly	affected	by	exceptional	and	
extreme	wet	weather	during	2012

slightly	below	expectations



Our	approach	covered	two	key	areas:

1.�Understanding�customers’�priorities

2.��Presenting�options�and�allowing�customers��
to�choose

We	have	proactively	engaged	with	our	customers,	regulators,	
stakeholders	and	the	WaterFuture	Customer	Panel	(see	
WaterFuture	Customer	Panel	section	on	page	17)	throughout	
the	development	of	our	25-year	WaterFuture	vision,	five-year	
business	plan,	outcomes,	measures	of	success,	outcome	
performance	commitments	and	outcome	delivery	incentives.

The�result�has�been�that�our�business�plan�and�outcome�
performance�commitments�are:

�» consistent�with�the�interests�of�our�customers�in�the��
long-term

�» based�on�results�from�cost�benefit�analysis�and�customers’�
willingness�to�pay

�» aligned�with�legislative�obligations

�» economic�and�efficient�in�the�long-term.

We	have	delivered	a	robust	process	of	customer	engagement	
and	unprecedented	levels	of	customer	research	to	truly	
understand	the	requirements	and	wishes	of	our	customers.

The�results�of�this�research�and�engagement�have�ensured�that�
our�customers’�and�stakeholders’�priorities�are�reflected�in�the�
outcomes�and�performance�commitments.�Our�plan�is�designed�
to�deliver�excellent�outcomes�for�current�and�future�customers�
as�well�as�our�precious�local�environment.
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THE	WATERFUTURE	JOURNEY:
HOW	WE	LISTENED	

Over�the�past�two�years�we�have�provided�feedback�
opportunities�for�all�customers�(household,�non-
household,�current�and�future)�and�made�use�of��
a�wide�range�of�media�and�publicity�channels.��
As�part�of�our�largest�ever�consultation�we�sent��
every�household�customer�a�copy�of�our�proposals�
for�2015-20�and�provided�customers�the�opportunity�
to�have�their�say�and�to�choose�between�options�for�
investment.�Throughout�this�process�our�activities�
have�been�robustly�challenged�and�refined�with��
the�input�of�the�independent�WaterFuture��
Customer�Panel�and�our�Board�of�Directors.
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THE	WATERFUTURE	JOURNEY:
HOW	WE	LISTENED	

Our�research�and�engagement�work�began�with�the��
development�of�our�25-year�WaterFuture�vision�in�November�
2011.�This�included:�

�» customer�and�stakeholder�focus�groups�to�understand�
priorities�around�our�region�(attended�by�our�Non-Executive�
Directors�and�members�of�the�WaterFuture�Customer�Panel)

�» priority�surveys�with�over�1,000�customers

�» willingness�to�pay�surveys�with�over�1,200�household��
and�600�non-household�customers

�» over�1,200�customer�satisfaction�surveys

�» customer�focus�groups�to�test�the�language�used�in��
our�publications

�» PR�and�media�campaign�that�resulted�in�widespread�TV,�
radio�and�newspaper�coverage

�» advertising,�roadshows�and�newsletters�

�» digital�marketing�and�social�media

�» launch�of�dedicated�website�with�our�first-in-the-industry�
online�investment�‘e-tool’.�

The	feedback	we	received	helped	us	develop	our	25-year	
‘WaterFuture’	vision	which	outlined	the	key	customer	priorities	
for	services	during	2015-40.	This	was	published	in	December	
2012	and	identified	our	key	long-term	aims	to	deliver:

�» reliable�supplies�of�safe,�clean�drinking�water�that�not��
only�meet�the�highest�water�quality�standards�but�also��
looks�and�tastes�great

�» responsive,�innovative�and�cost-effective�services�that��
meet�our�customers’�needs

�» sustainable�actions�and�initiatives�that�protect�the�
environment

�» resilient�services�and�business�decisions�that�deliver��
the�most�value�for�our�customers�whilst�keeping�our��
costs�and�bills�as�low�as�possible.

DEVELOPMENT  
OF 25-YEAR  

WATERFUTURE  
VISION

southwestwater.co.uk/waterfuture

Our Vision 2015-2040

southwestwater.co.uk/waterfuture

WHAT’S 
IN THE 

PIPELINE
2015-2040

PROPOSALS AND CHOICES 
2015-2020

southwestwater.co.uk/waterfuture

1.�Understanding�customers’�priorities

southwestwater.co.uk/waterfuture

WILLINGNESS

TO�PAY
UNDERTAKEN
FOR THE
25-YEAR�

FUTURE 
OUTLOOK
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ACCEPTABILITY

TESTING�
RESULTED	IN	US	
REDUCING�
BILLS	BY	A	
FURTHER��

£31

THE	WATERFUTURE	JOURNEY:
HOW	WE	LISTENED	

CUSTOMER 
CONSULTATION – 

FIVE-YEAR  
BUSINESS PLAN

ACCEPTABILITY  
TESTING AND 
REFINEMENT  
OF FIVE-YEAR  

BUSINESS PLAN

2.��Presenting�options�and�allowing�
customers�to�choose

Our�second�round�of�research�retested�our�customers’�and�
stakeholders’�priorities�for�investment�and�also�asked�for�their�
feedback�on�the�timing�and�scale�of�those�investments.�

In	July	2013	we	published	‘Proposal�and�Choices�2015-20’	with	
the	headline	message	of	‘customer	bill	increases	lower	than	
inflation’	and	opened	our	largest	ever	consultation.	A	range	of	
potential	impacts	on	the	average	household	customer	bill	for	
2019/20	were	presented.	These	would	result	in	average	bills	
between	£558-£679	depending	on	the	timing	of	initiatives	and	
investments	in	2015-20	and	2020-25.	

Proposed	outcomes,	performance	targets,	measures	of	success	
and	incentives	were	also	put	out	to	consultation.	A	variety	of	
engagement	channels	were	used	including:	

�» a�summary�of�proposals�sent�to�every�household�customer

�» ongoing�press,�PR�and�online�activity�

�» ‘Have�Your�Say’�campaign�(leaflets,�adverts)�

�» awareness-raising�with�support�from�Heart�FM�(including�
roadshow�events�across�the�region)�

�» focus�groups�attended�by�our�Non-Executive�Directors��
and�members�of�the�WaterFuture�Customer�Panel.�

Our�final�phase�of�research�and�engagement�was�to�confirm�
that�the�refined�proposals�from�our�customer�consultation�
delivered�an�economic�level�of�service�whilst�being�affordable�
and�acceptable.

The	challenge	was	to	find	the	business	plan	which	balanced	the	
needs	of	all	customers	and	stakeholders.	

Initial	results	from	the	first	stage	of	the	survey	(600	customers)
showed	that	63%	of	our	customers	found	our	plans	to	be	either	
acceptable	or	very	acceptable.	The	main	reason	why	the	plan	
was	not	acceptable	to	some	customers	was	the	overarching	
concern	about	the	level	of	the	bill	rather	than	a	lack	of	support	
for	the	proposals.

In	response	to	this	feedback	the	South	West	Water	Board	
challenged	itself	to	deliver	further	efficiency	savings	over	and	
above	those	already	planned.	These	extra	efficiencies	reduced	
our	proposed	average	bill	by	a	further	£31.

When	we	updated	our	plans	to	reflect	these	changes	we	
achieved	our	highest	ever	customer	acceptance	of	our	plan	with	
84%	finding	it	to	be	acceptable	(sample	size:	1,200	customers).

WILLINGNESS

TO�PAY�
UNDERTAKEN

AGAIN
FOR	FIVE-YEAR
BUSINESS

PLAN
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THE	WATERFUTURE	JOURNEY:
WATERFUTURE	CUSTOMER	PANEL

Our�independent�Customer�Challenge�Group�–�
known�as�the�WaterFuture�Customer�Panel�(WFCP),�
was�established�in�December�2011.�

Made	up	of	representatives	from	customer,	business,	
stakeholder	and	regulatory	organisations	its	role	has	been		
to	scrutinise	and	challenge:

�» �the�quality�of�our�customer�research�and�engagement�
(including�the�accessibility�of�published�material)�

�» �whether�our�plans�reflect�an�understanding�of�our�
customers’�and�stakeholders’�priorities�

�» �whether�our�plans�(and�performance�commitments)�meet�
legislation�and�regulation.�

The	WFCP	has	helped	us	to	better	understand	the	sometimes	
competing	priorities	and	requirements	of	our	stakeholders	and	
refine	our	research	and	engagement	work.	

Key�challenges�from�the�WFCP�have�been:�

�» breadth,�scope�and�method�of�customer�engagement

�» appropriateness�of�engagement�material

�» timing�and�profile�of�investment

�» whether�the�cost�base�is�efficient�and�how�we�ensure�lowest�
cost�financing

�» how�we�have�‘balanced’�the�impact�on�customers’�bills.

We	have	addressed	these	challenges	and	this	has	resulted	in	the	
WFCP	issuing	the	following	reports:

�» �Report�and�statement�to�Ofwat�on�25-Year�WaterFuture�
vision�2015-40

�» Report�to�Ofwat�on�the�Business�Plan�2015-20

On�our�25-year�WaterFuture�vision�(published�December�2012)�

The	WFCP	produced	a	report	and	statement	that	acknowledged	
we	had:

�» undertaken�appropriate�customer�research�and�engagement�
to�identify�customer�priorities�and�willingness�to�pay�that�are�
suitable�for�inclusion�in�the�25-Year�WaterFuture�vision

�» made�an�appropriate�link�between�the�obligations,�customer�
priorities�and�potential�outcomes.

On�our�five-year�plan�(this�document)�

The	WFCP	has	had	full	visibility	of	and	engagement	in	the	
development	of	our	business	plan	and	has	submitted	a	report	to	
Ofwat	which	concluded	that	it	is:

The	panel	will	continue	to	champion	customer	priorities	
throughout	the	remaining	Price	Review	process.

well�evidenced

balanced�

affordable�

acceptable�to�customers�

in�line�with�legislation�and�regulation.

RESPONDED	TO	

179 
CHALLENGES

38	
MEETINGS
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THE	WATERFUTURE	JOURNEY:
WHAT	MATTERS	MOST

Other	key	findings:	

	» Along	with	the	priorities	for	services,	keeping	costs	down	is	
seen	as	highly	important,	as	is	help	for	those	in	need,	as	the	
South	West	is	a	low	wage	area.

	» Maintaining	river/bathing	quality	and	reducing	our	impact	
on	the	environment	is	a	high	priority	as	tourism	is	seen	
to	be	vital	to	the	local	economy.	There	is	also	a	personal	
enjoyment	aspect:	“River�water�and�bathing�water�quality�
is�about�tourism�but�you�want�to�enjoy�it�too.”	(household	
customer	from	Bude).

	» The	desire	to	address	‘urgent	issues’	such	as	flooding		
and	investment	in	schemes	to	save	money	in	the	long	run		
is	apparent.

	» The	majority	of	customers	want	to	see	essential	work	
undertaken	but	the	costs	spread	so	that	no	generation		
is	unfairly	burdened.

TOP	3	SERVICE	PRIORITIES	FOR	HOUSEHOLD	CUSTOMERS

WILLINGNESS	TO	PAY	FOR	IMPROVEMENTS

Other�priorities:

�» Ensuring�a�reliable,�safe�and�secure�supply�even��
in�extreme�conditions

�» Protecting�bathing�and�shellfish�waters

�» Reducing�sewer�flooding

�» Avoiding�interruptions�to�the�water�supply

�» Avoiding�water�restrictions�(such�as�hosepipe�bans)

�» Protecting�river�water�quality

�» Protecting�natural�habitats.

SAFE
WATER
SUPPLY

PREVENTING	
POLLUTION

CONTROLLING
THE	AMOUNT	OF	WATER
LOST	FROM	OUR	PIPES	

THROUGH	LEAKS	
OR	BURSTS

AFFORDABLE	BILLS
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THE	WATERFUTURE	JOURNEY:
WHAT	MATTERS	MOST

WILLINGNESS	TO	PAY	FOR	IMPROVEMENTS

TOP	3	SERVICE	PRIORITIES	FOR	NON-HOUSEHOLD	CUSTOMERS

Other	key	findings:	

	» The	flooding	of	businesses	is	a	major	issue	because	of	the	
potentially	huge	cost	implications.�“One�of�our�offices�got��
flooded�and�we�couldn’t�use�the�building�for�two�weeks.��
It�was�a�big�loss�to�us.”	(Exeter	business	customer).

	» SMART	metering	is	popular	among	businesses	because		
it	enables	employers	to	teach	employees	about	how		
to	conserve	water	and	save	money.

	» A	concern	among	businesses	that	use	a	water	meter	is		
unexpectedly	large	bills	due	to	leaks.	“I’m�concerned�about��
leaks�and�having�to�pay�for�them�on�my�meter,�I�need�to��
know�as�quickly�as�possible�if�there�is�a�leak.”  
(Truro	business	customer).

	» There	is	widespread	interest	among	business	customers		
in	activities	that	save	money	in	the	long	term,	particularly		
if	they	are	innovative	(e.g.	catchment	management).

Other�priorities:

�» Ensuring�a�reliable,�safe�and�secure�supply�even��
in�extreme�conditions�

�» Preventing�pollution

�» Reducing�sewer�flooding

�» Avoiding�interruptions�to�the�water�supply

�» Protecting�bathing�and�shellfish�waters

�» Protecting�river�water�quality

�» Avoiding�water�restrictions�(such�as�hosepipe�bans).

SAFE
WATER
SUPPLY

RESOLVING	CUSTOMER		
CONTACTS	FIRST	TIME

CONTROLLING
THE	AMOUNT	OF	WATER
LOST	FROM	OUR	PIPES	

THROUGH	LEAKS
OR	BURSTS

VALUE	FOR	MONEY
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WHAT	THE	PLAN	WILL	COST:
HOUSEHOLDS	

Recognising�the�current�economic�climate�and�that�
our�customers�have�historically�faced�higher�than�
average�wastewater�charges,�in�particular�we�have�
strived�to�keep�any�rise�in�bills�well�below�the�rate�
of�inflation�for�2015-20.�By�challenging�ourselves��
to�make�efficiency�savings�through�innovation,�the�
use�of�cost�effective�new�technologies,�measures��
to�reduce�our�energy�consumption�and�ensuring��
we�continue�to�attract�low�rates�of�finance�we�
are�able�to�significantly�offset�the�forecast�rise�in�
inflation�and�the�costs�of�making�improvements��
in�our�customers’�priority�areas.�

At�£557�the�average�2019/20�household�bill�represents�a�9%�
drop�in�real�terms.�Our	research	shows	that	this	price	is	both	
affordable	and	acceptable	to	the	vast	majority	of	customers	
and	it	allows	us	to	make	the	investments	necessary	to	fulfil	our	
legislative	obligations	and	environmental	responsibilities.
	
The	diagram	below	illustrates	how	the	2019/20	average	
household	bill	is	calculated:

If�the�forecast�average�bill�for�2019/20�
rose�by�forecast�RPI�it�would�rise�to�£608.�
Our�plans�are�£51�lower�at�£557.

We�plan�to�freeze�our�tariffs�for�2014�/15�
which�means�the�average�household�bill�
will�be�the�same�as�in�2013�/14.

*excludes	impacts	of	new	connections	and	meter	optants

- £82

NET	IMPACT	OF		
SWW	BUSINESS	PLAN	
EFFICIENCIES�&�COST��

OF�FINANCING

£557

AVERAGE  
HOUSEHOLD 
BILL 2019 / 20

£499

AVERAGE  
HOUSEHOLD 

BILL 2014 /15*

£499

AVERAGE  
HOUSEHOLD 
BILL 2013 /14

£608
WHAT THE  

2019 /20 BILL  
WOULD HAVE BEEN

+ £31
NET	IMPACT	OF	
INCREMENTAL	
INVESTMENT��
IN�OUTCOMES

+ £109

IM
PA

CT OF INFLATION

£520
WHAT THE  

2014 /15 BILL  
WOULD HAVE BEEN
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Average�household�bill�in�2013/14

South	West	Water’s	journey	began	in	1989	with	the	privatisation	
of	the	water	industry.	Over	the	past	two	decades	the	charges		
that	have	been	paid	by	customers	have	allowed	us	to	radically	
improve	the	region’s	drinking	water	and	wastewater	services	
and	bring	them	in	line	with	progressively	increasing	regulatory	
standards.	

The	average	2013	/14	bill	reflects	the	legacy	of	that	investment	
and	its	resultant	service	level.	This	includes	the	delivery	of:	

�» Excellent�drinking�water�quality�
2014/15	forecast:	99.98%	(Mean	Zonal	Compliance)	

�» High�levels�of�wastewater�treatment�compliance��
2014/15	forecast:	97.5%	

�» Industry�leading�leakage��
2014/15	forecast:	84Ml	per	day	

�» Very�few�properties�at�risk�of�internal�sewer�flooding�
2014/15	forecast:	0.005%

While	we	continue	to	deliver	high	quality	services	in	many	areas	
of	the	business	there	are	areas	in	which	we	are	aware	that	our	
performance	does	not	meet	the	expectations	of	our	customers	
and	regulators	these	include:	

�» Pollutions��
While	we	have	reduced	the	number	of	harmful	(Category		
1	and	2)	pollution	incidents	(4.34	per	10,000km	of	sewers	
in	2012/13)	our	overall	performance	on	the	total	number	
of	pollution	incidents	needs	to	be	improved,	particularly	in	
anticipation	of	extreme	wet	weather	events.	

�» Customer�service��
We	have	made	an	88%	improvement	in	our	customer		
service	score	(as	measured	by	the	Service	Incentive	
Mechanism)	since	its	implementation	(70.5	in	2012/13).	
However,	we	are	still	behind	the	majority	of	the	industry		
and	our	plans	target	improvements	in	this	area.	

�» Wastewater�compliance	
We	have	made	good	progress	in	improving	the	compliance	
of	our	treated	wastewater	returns	to	the	environment,	
but	recognise	that	we	have	more	to	do.	We	have	agreed	a	
glidepath	with	the	Environment	Agency	to	ensure	we	meet	
100%	compliance	by	2020.

Inflation

Inflation	is	the	rate	of	increase	in	prices	for	goods	and	services.	
There	are	a	number	of	different	measures	of	inflation	in	use.		
The	most	frequently	quoted	is	the	Retail	Price	Index	(RPI).		
This	is	forecast	to	be,	on	average,	3.2%	during	2015-20.	

Using�third�party�data,�inflation�is�forecast�to�add�£109�to�the�
average�household�customer�bill�by�2019/20.

Inflation	is	important	for	a	number	of	reasons	because	it	has	
a	direct	impact	on	people’s	incomes	(as	some	companies	use	
the	level	of	inflation	to	set	annual	pay	rises	and	pensions	are	
normally	linked	to	RPI)	and	also	their	cost	of	living.	

Recently,	due	to	the	effects	of	the	recession,	many	pay	
settlements	have	fallen	behind	price	rises.	This	results	in	
households	facing	increases	in	the	cost	of	bills	but	no	real	
increase	in	income.	In	a	region	where	affordability	has	long		
been	an	issue	for	our	customers	our	plans	are	designed	to		
keep	bill	increases	below	the	headline	rate	of	inflation	to	help	
mitigate	this	pressure,	as	well	as	delivering	a	‘tariff	freeze’		
in	2014/15,	and	flat	average	bills	to	2020.

£499
+ £109

Plan�with�inflation

£4992013 /14

£5572019/20

Plan�without�inflation

£4992013 /14

£4482019/20

70% 
CUSTOMER
ACCEPTANCE

84% 
CUSTOMER
ACCEPTANCE
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Net�investment�in�outcomes

Our	plan	for	2015-20	is	designed	to	deliver	improvements	to	
support	outcomes	which	will	benefit	customers,	stakeholders	
and	the	environment.	

The	extensive	research	and	engagement	with	our	customers		
and	stakeholders	helped	us	develop	eight	‘outcomes’		
(illustrated	below).

Delivering�more�in�these�areas�for�customers�adds�£31�to�an�
average�household�customer�bill�by�2019/20.

For	each	outcome	we	have	developed	‘measures	of	success’	
for	tracking	their	delivery.	Each	measure	also	has	a	specific	
performance	commitment	that	we	are	targeting	through	the	
various	activities,	investments	and	improvements	described		
in	our	plan.

In	developing	the	most	appropriate	measure	of	success	for	each	
outcome,	we	have	made	use	of	the	framework	developed	by	UK	
Water	Industry	Research.	Our	measures	have	been	tested	with	
our	customers	and	stakeholders	through	our	‘Proposal�and�
Choices’	customer	consultation	published	in	July	2013		
and	customer	and	stakeholder	focus	groups	run	through		
July-September	2013.

+£31

WHAT	THE	PLAN	WILL	COST:
HOUSEHOLDS	

CLEAN,�SAFE�AND�
RELIABLE�SUPPLY��
OF�DRINKING�WATER

Providing	an	uninterrupted	supply	

of	fresh	clean	water	that	not	only	

meets	the	highest	water	quality	

standards	but	is	also	free	from	

unwanted	taste,	colour	or	smell.

RELIABLE�
WASTEWATER�
SERVICE
Ensuring	our	customers	can	rely		
on	us	to	remove	and	dispose	of	
wastewater	safely	and	efficiently,	
and	that	the	likelihood	of	sewer	
flooding	on	customers’	property		
is	minimised.	

RESILIENCE��
IN�EXTREME�
CONDITIONS
Making	sure	water	and		
wastewater	services	can		
withstand	the	potential		
impacts	of	extreme	weather		
and	security	threats.	

AVAILABLE�AND�
SUFFICIENT�
RESOURCES

Preventing	restrictions	on	
water	use	and	managing	and	
delivering	the	region’s	supplies	
as	efficiently	as	possible.

RESPONSIVE��
TO�CUSTOMERS

Dealing	with	customer	requests,	
problems	and	queries	quickly	
and	efficiently,	and	ensuring	the	
service	our	customers	receive	
represents	value	for	money.

FAIR��
CHARGING

Being	efficient	in	order	to	keep	
our	costs	as	low	as	possible		
and	offering	support	to	those	
who	struggle	to	pay.

BENEFITING�
THE�COMMUNITY

Having	a	positive	long-term	
effect	on	people	and	quality		
of	life	in	the	region.

PROTECTING�THE�
ENVIRONMENT

Minimising	our	impact	on	the	
world	around	us	and	taking	
steps	to	protect	and	enhance		
it	where	possible.
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Average�bill�in�2019/20

The�average�household�bill�in�2019/20�is�forecast�to�be�£557.�
This�represents�an�increase�well�below�the�forecast�average�
inflation�rate�of�3.2%.

Affordability	for	some	of	our	customers	is	a	real	issue	in	our	
region	and	a	business	plan	for	the	next	five	years	which	asks	
them	to	pay	bills	which	are	rising	at	a	higher	rate	than	their	
income	is	unacceptable.

Within	the	planned	bill	increase	we	can	still	deliver	a		
substantial	level	of	investment	to	maintain	and	improve	our	
services	to	customers.	

Customers’	bills	will	be	kept	well	below	inflation	(one	of	the	
South	West	Water	Board	pledges)	over	the	next	six	years.	This	
includes	a	price	freeze	(in	terms	of	average	prices)	in	2014/15.	
This	passes	on	efficiency	savings	to	customers	as	early	as	
possible	–	a	real	help	in	these	difficult	economic	times.

We	tested	different	bill	profiles	over	the	next	five	years	with	our	
customers	to	see	how	they	would	like	to	be	billed	in	that	time.	
They	told	us	that	they	would	prefer	to	see	a	bill	profile	where		
it	was	initially	reduced	then	increasing	smoothly	to	2019/20.	

Customers	have	told	us	that:	

�» price�rises�should�be�no�more�than�inflation

�» reductions�in�bills�should�be�passed�on�as�quickly�as�
possible�but�only�if�price�rises�remain�steady�thereafter.

Our	plan	has	been	carefully	balanced	year	on	year	to	reflect	
these	preferences.

-£82

Net�efficiencies�and�costs�of�financing

It	is	vital	that	our	plans	represent	value	for	money	–	this	is	
something	we	continue	to	target	through	our	focus	on		
innovation	and	our	drive	to	improve	efficiency	in	every	area	of	
the	business.	This	ensures	customers’	bills	are	kept	as	low	
as	possible	and	cost	pressures	such	as	the	increasing	cost	of	
energy	and	business	rates	are	mitigated.

We	have	a	strong	record	of	delivering	large	operating	and		
capital	efficiency	savings	since	privatisation	while	significantly	
improving	service	to	customers.	We	are	close	to	the	frontier	of	
efficiency	in	the	industry	but	we	have	challenged	ourselves	to	
deliver	further	efficiency,	continuing	the	pace	throughout	2015-
20,	whilst	still	delivering	the	services	our	customers	expect.

The	key	areas	of	efficiency	delivery	in	our	business	plan	are	
focused	in	the	following	areas:

�» targeted�investment�specifically�on�improving�customer�
service�systems�at�no�extra�cost�to�customers��
(see	‘Responsive	to	Customer’	on	page	58)

�» operational�ways�of�working�and�an�extension�of�our�
innovative�PUROS�initiative�implemented�during�2010-15��
(see	‘Fair	Charging’	on	page	76)

�» energy�procurement�and�usage�through�targeted��
investment�in�energy�efficiency�and�generation�schemes��
(see	‘Protecting	the	Environment’	on	page	64)

�» reducing�the�cost�of�bad�debts�by�our�improved�debt�
management�strategy��
(see	‘Fair	Charging’	on	page	76)

�» efficient�financing�strategy��
(see	‘Financing	the	Plan’	on	page	26)

Our�efficiency�initiatives�will�reduce�customer�bills�on��
average�by�£82.

£557

2013	/14 2014	/15 2015	/16 2016	/17 2017/18 2018	/19 2019/20

£499 £499* £499*

£513

£529

£543

£557
Average customer bill profile (after £50 government payment)

*	excludes	impacts	of	new	connections	and	meter	optants
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WHAT	THE	PLAN	WILL	COST:	
NON-HOUSEHOLDS

Across�the�region�we�serve�a�wide�range�of�non-
household�customers�ranging�from�Small�and�
Medium�Enterprises�(SMEs)�consuming�small�
amounts�of�water�(offices�and�shops�through�to��
bed�&�breakfast�businesses�and�hotels)�to�large�
users�(hospitals,�food�producers,�breweries��
and�laundries).

The	Draft	Water	Bill	seeks	to	provide	the	necessary	legislation		
to	improve	service	and	choice	for	customers.	This	is	planned		
to	start	with	non-household	customers	being	able	to	choose	
their	water	and	wastewater	retail	service	provider	from	April	
2017	onwards	(see	non-household	section	on	page	88	for		
more	details).

Our	non-household	default	tariffs	have	been	designed	to	reflect	
the	actual	cost	of	serving	our	customers.	

For	water	and	wastewater	customers,	we	have	designed	three	
tariff	bands:

�» �Standard�unmeasured�–�for	the	small	number	of	non-
household	customers	who	do	not	have	a	metered	supply

�» �Standard�measured�–�customers	who	use	less	than	50Ml		
per	year

�» �Large�users�–�greater	than	50Ml	usage	at	a	single		
site	with	over	£250,000	spend	per	annum.

We	have	also	introduced	default	tariffs	for	trade	effluent	
customers	and	developers	who	require	connection	and	other	
infrastructure	services.

The	basis	for	charging	non-household	customers	will	comprise	
three	main	areas:

�» the�charge�from�the�wholesaler�for�water�and�/or�
wastewater�services�

�» a�retail�standing�charge�per�connection�/�account�

�» a�retail�service�charge�to�reflect�the�service�levels�received�
within�each�tariff�band.

The	influences	on	the	bill	movements	between	2013	/14	and	
2019/20	are	the	same	as	for	those	mentioned	for	household	
customers,	however,	our	new	range	of	default	tariffs	will	better	
align	businesses	with	the	services	received.

Top: Reliable services are vital to businesses 
like garden nurseries

Above: Hillside Foods, Exeter – benefiting from 
a Defra Rural Enterprise Grant
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Because	of	the	wide	range	of	water	usage	in	our	non-household	
customer	base	an	overall	average	bill	is	unrepresentative	for	the	
majority	of	our	customers.	

For	an	average	non-household	customer	using	330	cubic	metres	
of	water	per	annum	the	indicative	bill	is	forecast	to	be	£1,844	in	
2013/14	and	£2,071	in	2019/20.

IM
PA

CT OF INFLATION

- £243

NET	IMPACT	OF	SWW	
BUSINESS	PLAN	

EFFICIENCIES�&�COST�
OF�FINANCING

£2,071

AVERAGE  
NON- HOUSEHOLD 

BILL 2019 / 20

£1,844 £1,844

AVERAGE  
NON-HOUSEHOLD 

BILL 2013 /14

AVERAGE  
NON-HOUSEHOLD 

BILL 2014 /15

+ £104
NET	IMPACT	OF	
INCREMENTAL	
INVESTMENT��
IN�OUTCOMES

+ £366

£1,914

WHAT THE  
2014 /15 BILL  

WOULD HAVE BEEN

£2,210
THE 2019 /20 BILL  

WOULD HAVE BEEN
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We�have�seized�the�opportunity�in�this�plan�to�
deliver�improved�services�to�customers�and�the�
environment�at�prices�that�are�considered�to�be�
acceptable�to�customers.��

We�have�challenged�ourselves�to�be�innovative�
and�efficient�and�only�seek�returns�that�are�fair�for�
investors.�We�are�planning�to�reduce�base�returns�
to�investors,�but�include�an�incentive�framework�
that�allows�for�higher�returns�if�we�deliver�more.��

We	have	targeted	a	real	reduction	in	bills	and	have	not	waited	
until	2015	to	do	so.	With	tariffs	for	2014/15	being	frozen	at	their	
2013/14	level,	over	the	period	from	2013/14	to	2020	there	is	a	real	
reduction	in	bills	of	9%	(excluding	the	impact	of	inflation).			

For	customers,	we	need	to	consider	the	bills	they	actually	
receive	-	with	inflation.	Average	household	bills	will	effectively	
be	frozen	until	2016,	rising	by	1.7%	p.a.	thereafter.	We	know	
this	is	important	to	our	customers	at	a	time	when	there	are	
real	pressures	on	the	cost	of	living.	We	also	know	we	need	to	
continue	to	support	our	most	vulnerable	customers	when	they	
are	struggling	which	is	why	we	are	proposing	to	expand	the	
availability	of	the	support	measures	we	have	in	place.	

To	enable	this	we	have	challenged	ourselves	to	look	for	more	
efficient	and	effective	ways	of	delivering	operationally	and	
financially.	We	have	proposed	returns	to	investors	which	are	
reflective	of	our	embedded	efficient	financing.	Our	proposed	
capital	structure	and	gearing	levels	(within	Ofwat’s	efficient	
gearing	range,	but	at	the	lower	of	end)	is	the	optimum	level	
which	supports	the	required	flexibility	to	manage	arising	risks.	

Using	the	flexibility	afforded	in	the	new	regulatory	methodology,	
the	resulting	profile	of	revenues	and	customer’s	average	bills	
results	in	a	plan	which	is	both	affordable	and	financeable	to	2020.	

This	section	sets	the	financial	context	of	our	plan.	In	it	we	
explain:

�» 	how�we�aim�to�keep�bills�affordable�to�customers�

�» how�we�are�ensuring�that�we�can�finance�our�plan�

�» �how�we�have�tested�our�plan’s�financeability�and��
affordability�under�different�scenarios.

Finance	is	provided	from	three	sources:	customer	bills,	
borrowing	from	debt	finance	providers	and	raising	money	from	
equity	finance	providers	(shareholders).	

The	balance	of	funding	from	these	sources	has	been	carefully	
considered	for	the	2015-20	period.	The	aim	is	to	balance:	

�» the�funding�we�need�from�customers’�bills�

�» the�long�term�financing�requirements�for�the�service��
and�environmental�improvements�we�are�delivering.�

Affordability
Our	extensive	customer	research	has	helped	develop	our	
understanding	of	customers’	priorities	and	their	preferences	for	
investment	options	along	with	the	impact	of	these	on	future	bills.

Customers	have	told	us	that	whilst	they	would	want	lower	bills	
they	would	not	want	this	to	be	the	result	of	a	deterioration	in	
service.	Also,	if	bills	were	to	increase	they	would	not	want	one	
generation	to	exclusively	shoulder	the	burden	of	costs.	

We	have	used	this	feedback	to	consider	how	the	cost	of	
investment	and	outcomes	should	be	shared	between	current	
and	future	customers	–	as	such	we	believe	our	plan	balances	
our	statutory	obligations	and	stakeholder	requirements	with	our	
customers’	needs	whilst	remaining	affordable.

Bill�impacts
Following	a	tariff	freeze	in	2014/15,	average	bills	for	our	
customers	are	expected	to	reduce	(in	real	terms)	over	the	period	
to	2020	by	9%.

The	bill	impacts	differ	for	household	and	non-household	
customers.	Illustrative	examples	of	this	are	shown	opposite.

After	considering	inflationary	impacts,	bills	will	increase	on	
average	by	1.7%(1)	per	annum,	lower	than	the	expected	RPI		
of	3.2%	per	annum.	

The	illustrations	are	indicative	of	average	bills	for	our	customers,	
however	there	will	remain	a	differential	between	those	
customers	who	receive	fixed	unmeasured	charges	and	those	
that	pay	for	the	water	they	use	through	a	meter.

Proposed	bill	changes	over	2014-20	can	be	summarised	for	
three	groups	of	household	customers:

	» The	79%	of	our	customers	who	will	be	on	a	metered	bill	by	
2015	for	water	and	sewerage	services	will	experience	a	bill	
increase	of	on	average	2.5%	per	annum	over	the	period,	
compared	to	forecast	inflation	at	3.2%

FINANCING	THE	PLAN
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	» For	the	forecast	40,000	meter	optant	switchers,	a	further	6%	
of	customers,	will	on	average	experience	a	£450	reduction	in	
their	bill	when	they	switch

	» The	remaining	15%	of	customers	with	unmeasured	services	
will	experience	average	bill	rises	of	2.5%	per	annum,	in	line	
with	inflation,	although	these	customers	also	have	the	option	
to	switch	free	of	charge	to	a	metered	supply.

The	majority	of	our	customers	receive	a	combined	water	and	
wastewater	service	from	us.	However,	around	60,000	households	
receive	a	water	only	supply	and	4,623	households	receive	a	
wastewater	only	service.

The	bill	impacts	for	these	customers	will	differ	slightly	due	to	
the	variation	between	the	two	service	areas	in	respect	of	the	
investments	planned	and	their	ongoing	operational	costs.

As	a	result	water	only	customers	will	see	on	average	a	0.9%	per	
annum	increase	in	their	bills,	while	wastewater	only	customers	
will	see	a	2.3%	per	annum	increase.

(1)	Average	bills	before	government	payment	from	2013/14		–	2019/20

Economic�climate
Recognising	the	current	economic	conditions	and	the	pressure	
any	price	increases	would	have	on	customers	in	the	near	future,	
we	have	sought	to	avoid	early	rises	in	bills	during	the	next	
investment	period.	

We	consulted	customers	on	this	approach	and	the	feedback	we	
received	supported	it.

In	2014/15	a	year	before	the	2015-20	period,	our	tariffs	will		
be	frozen	and	are	not	expected	to	rise	again	until	2016/17.	
Thereafter	average	bills	will	rise	by	circa	2%	per	annum,	less	
than	the	expected	RPI.

SMALL	FAMILY	HOUSEHOLD

BILL	2019/20

£557

 “I don’t want to ever worry 
that my family’s water supply 
might be anything less than 
top quality or that it might  

be interrupted.”

TYPICAL	BUSINESS	CUSTOMER	(SME)

BILL	2019/20

£2,071

“As a business owner it’s 
important for me that  

South West Water gives me 
the right advice on things 

like water usage and  
how I can reduce my 

 overhead costs.”

Average customer bill profile

2015/16 £497

2017/18 £529

2016/17 £513

2014/15 £499*

2018/19 £543

2019/20 £557

2013/14 £499

*	based	on	2013/14	Principal	Statement
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FINANCING	THE	PLAN

Vulnerable�customers�

Whilst	the	outlook	for	the	wider	economic	position	looks	more	
positive,	we	have	recognised	that	the	situation	for	some	of	our	
customers	remains	tough.

In	response	to	this	we	have	guaranteed	that	average	bill	
increases	over	the	period	to	2020	will	be	kept	below	inflation.	

We	already	have	a	range	of	schemes	to	assist	those	with	genuine	
affordability	issues.	We	have	already	assisted	over	[21,000]	
through	our	various	water	poverty	affordability	initiatives.	

Our	engagement	and	research	with	customers	has	identified	
that	they	support	our	assistance	to	those	customers	who	
struggle	to	pay	their	bills.	As	a	result	our	plan	continues	to	fund	
our	current	offering	of	schemes	to	support	vulnerable	customers	
and	through	our	outcomes	framework	will	increase	those	
services	offered.	The	services	offered	include:

�» WaterCare�Social�Tariff�-	in	2013/14	we	were	one	of	the	few	
companies	to	implement	a	social	tariff

�» WaterCare+�scheme	–	customers	are	assisted	through	a	
benefits	entitlement	and	tariff	check,	water	audit	and	water	
efficiency	measures

�» ReStart�scheme�–	helps	customers	to	reduce	their	debt	
through	the	incentivisation	of	regular	payment	patterns

�» WaterSure�tariff	–	for	those	in	receipt	of	means-tested	benefit	
or	tax	credit

�» Fresh�Start�Fund	–	for	one-off	hardship	cases.

Attracting�and�securing�finance�
It	is	essential	that	we	continue	to	attract	and	secure	the	finance	
we	need	to	undertake	improvements	to	the	service	we	provide	at	
minimum	cost	to	our	customers.	

Funding	from	finance	providers	will	continue	to	be	required	for	
the	2015-20	period.	We	expect	to	require	additional	debt	finance	
and	to	refinance	maturing	debt.	In	order	to	raise	finance	in	a	cost	
effective	manner	there	must	be	confidence	that	the	returns	our	
investors	receive	on	their	investments	are	secured	and	that	we	
can	meet	our	financing	charges.	

Achieving	that	confidence	enables	us	to	attract	lower	costs	
of	financing,	therefore	ensuring	customers	pay	the	minimum	
amount	necessary	for	the	service	they	receive	over	the
long	term.

For	this	plan,	we	have	considered	the	returns	that	are	required	
for	the	wholesale	business	activities	as	well	as	returns	(or	
margins)	that	would	be	appropriate	for	the	retail	activities	of		
the	business.	

Returns�for�wholesale�business�activities

We	are	proposing	a	vanilla	cost	of	capital	of	4.1%	for	the	asset	
intensive	areas	of	the	business;	wholesale	water	and	wastewater.	
This	represents	a	reduction	from	the	current	position	of	5.1%	
and	is	based	upon	a	review	of	current	evidence	and	future	
expectations	of	debt	and	equity	markets,	undertaken	on	our	
behalf	by	leading	experts	in	this	field.	Evidence	received	found	no	
grounds	for	a	distinction	between	the	cost	of	capital	for	the	water	
and	wastewater	activities	and	therefore	the	same	return	has	
been	applied	to	each.

We	assume	a	gearing	level	for	the	industry	of	62%.	This	
represents	an	efficient	and	effective	level	for	us	and	has	enabled	
borrowings	to	be	drawn	at	beneficial	rates.

The	cost	of	capital	includes	a	real	cost	of	debt	assumption	of	
2.5%	per	annum	and	a	real	cost	of	equity	assumption	of	7.0%.	
Estimates	for	both	have	been	derived	from	both	evidential	and	
independent	reviews.	

Financeability	support	would	have	been	required	without	the	
benefit	of	our	existing	borrowings	in	place	for	2015-20.	We	plan	
to	continue	to	finance	our	activities	in	a	way	which	is	designed	to	
maintain	our	key	financial	ratios	(particularly	debt/RCV	gearing	
and	interest	cover)	at	a	level	consistent	with	a	strong	investment	
grade	rating.	

The	financial	model	indicates	that	we	should	be	able	to	fund		
our	requirements	with	additional	debt	while	maintaining	the	
required	financial	ratios,	and	the	company	does	not	therefore	
expect	to	raise	additional	equity	(apart	from	retained	earnings)	
over	the	period	from	2015-20.

The	cost	of	debt	at	2.5%	is	significantly	lower	than	assumed	in	
the	2009	Price	Review	(3.6%)	and	reflects	the	wider	economic	
environment	with	interest	rates	at	an	unprecedented	low	level	
and	the	embedded	debt	secured	efficiently	by	South	West	Water	
for	the	long	term.	

With	interest	rates	currently	relatively	low	we	have	balanced	
locking	in	affordable	rates	in	the	longer	term	with	the	cost	of	
doing	so	as	institutions	seek	to	price	in	increased	risk.	

Returns�on�regulated�equity�

Whilst	a	base	7.0%	return	on	equity	has	been	assumed	within	
our	plan,	returns	could	range	from	2.5%	(close	to	the	cost	of	
debt)	to	10.1%.	This	return	range	reflects,	at	the	lower	end	of	
the	range,	the	delivery	and	operational	risks	borne	by	equity	
shareholders	and,	at	the	upper	end	of	the	range,	the	incentives	
available,	endorsed	by	customers,	for	delivering	more	in	an	
efficient	and	effective	way.	
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Returns�for�retail�business�activities

Aligned	with	the	approach	to	the	revenue	control	for	the	retail	
activities	of	the	business,	appropriate	profit	margins	have	been	
assumed	for	the	household	and	non-household	controls.	

The	profit	margins	we	have	proposed	ensure	that	the	revenue	
for	retail	covers	all	relevant	costs,	including	future	investment,	
the	working	capital	requirements	of	the	individual	business	and	
a	reasonable	return	for	this	business.	Based	on	this	information	
we	have	applied	a	0.9%	margin	to	retail	household	tariffs	and	a	
2.3%	to	non-household	default	tariffs.

We	have	again	obtained	external	evidence	to	support	the	retail	
margins	we	have	applied,	alongside	the	work	to	confirm	the	
returns	appropriate	for	the	next	five	years.	The	evidence		
received	supports	a	differential	between	the	retail	margins	
reflecting	the	additional	risk	associated	with	the	non-household	
retail	activities.

These	margins	have	been	reviewed	and	benchmarked	against	
other	regulated	industries	and	competitive	markets	and	fall	
within	the	ranges	identified.

Testing�financeability�and�affordability�

We	have	considered	the	key	financial	ratios	and	financeability		
of	our	overall	business	balanced	with	customer	affordability.	

Key	financial	ratios	used	are	those	consistent	with	rating	agency	
assessments	for	a	strong	investment	grade	rating	as	well	as	
those	which	are	embedded	within	existing	and	current	market	
debt	instruments.	

Overall	the	plan’s	metrics	are	consistent	with	a	strong	
investment	grade	rating	(albeit	marginal),	and	our	existing		
debt	covenants.

We	have	considered	the	areas	within	the	regulatory	framework	
when	preparing	our	plan.	

Key	areas	of	sensitivity	are:	

�» RCV�run-off�rate	–	the	cost	of	our	current	assets	and	future	
investment	which	are	included	annually	within	customer	bills

�» Pay-as-you-go�ratios	–	‘fast	money’	which	appears	in	
customers’	bills	in	the	short	term,	largely	through	opex	and	
capital	charges	and	the	‘slow	money’	which	is	longer	term	
investment	and	enhancement.

We	have	used	run	off	rates	and	pay-as-you-go	ratios	which	align	
with	balancing	the	needs	of	financing	the	plan	whilst	recognising	
customer	affordability	in	2015-20	and	beyond.	

We	believe	an	annual	approach	to	applying	pay-as-you-go		
ratios	best	aligns	with	customer	affordability	constraints,		
and	customers	only	paying	for	improvements	when	they		
are	delivered.

Risk�sharing�between�investors�and�customers�

We	have	tested	our	plan’s	financeability	and	affordability	under	
different	scenarios,	identifying	key	risks	and	testing	against	
ranges	of	possible	outturns	on	cost	and	revenue	drivers,	
operational	performance,	and	the	impact	of	regulatory	and	
outcome	incentives.	

We	have	identified	areas	of	risk	within	our	plan	and	have	tested	
these	areas	of	uncertainty	thorough	our	scenario	testing	to	
quantify	the	financial	impact	of	such	measures.	The	key	areas	
considered	were:

�» customer�demand�

�» cost�pressures

�» changes�in�general�economic�conditions

�» extreme�weather�impacts�–�rainfall

�» outcome�delivery.

There	is	a	balance	to	be	struck	between	shielding	customers	
from	risk	and	the	returns	that	would	be	required	from	investors	
to	do	so.	We	and	our	customers	believe	we	have	got	the	balance	
right.	The	range	of	impact	on	equity	returns	of	2.5%	to	10.1%	
reflects	the	returns	that	would	be	expected	if	a	company	is	
not	performing	(aligned	with	the	cost	of	debt)	and	those	if	the	
company	delivers	beyond	the	plan.	

More	details	of	how	specific	opportunities	and	risks	are	shared	
with	customers	is	outlined	in	the	‘Measuring	and	Sharing	
Performance’	section	of	this	plan.	

Our	plan	has	appropriately	identified	the	key	risks	we	face	
and	considered	the	impact	of	these	on	the	financeability	and	
affordability	of	our	plan.	We	have	considered	these	measures	at	
both	the	business	level	and	within	each	element	to	ensure	each	
plan	is	individually	self-financing.

The	indicative	financial	profile	for	the	business	below	highlights	
the	impact	of	the	plan	on	the	company’s	financial	forecasts.	
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FINANCING	THE	PLAN

Outturn�prices 2015�/16�
£m

2016�/17�
£m

2017/18�
£m

2018�/19�
£m

2019/20�
£m

Revenue(1) 508.9 528.6 547.8 565.7 583.9

Operating	Costs (194.2) (199.8) (204.3) (211.6) (220.6)

Depreciation (103.6) (107.9) (110.2) (112.5) (114.1)

Operating	profit	 211.1 220.9 233.3 241.6 249.2

Net	Interest (97.3) (101.0) (104.0) (108.6) (111.6)

Profit�before�tax 113.8 119.9 129.3 133.0 137.6

Tax (26.2) (27.7) (29.9) (31.0) (32.3)

Profit�after�tax 87.6 92.2 99.4 102.0 105.3

Dividends (59.4) (62.6) (65.9) (69.3) (73.0)

Appointed�business�income�statement
	

	» Revenue	growth	marginally	below	RPI	inflation	(average	
household	bills	decreasing	in	real	terms)

	» Operating	costs	rising	by	less	than	RPI	-	reflecting		
efficiency	delivery

	» Depreciation	increasing	with	the	larger	asset	base

	» Interest	costs	reflective	of	the	cost	of	capital	and	rising		
in	line	with	debt	requirements

	» Taxation	reflective	of	an	effective	rate	of	19%

	» Dividends	rebased	reflecting	lower	returns	for	K6	and		
higher	gearing.

(1)	in	line	with	IFRS	accounting	standards	revenue	deemed	uncollectible	under		
IAS	18	is	excluded	from	revenue	and	operating	costs
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Outturn�prices 2015/16�
£m

2016/17�
£m

2017/18�
£m

2018/19�
£m

2019/20�
£m

PAYG	(operating	costs	and	IRE) 221.6 227.9 227.1 234.4 243.5

Pension	deficit	repair	costs 9.9 10.1 10.5 10.8 11.1

Depreciation	determined	by	RCV	run-off	and	post	2015	depreciation 135.4 142.1 149.0 155.0 159.7

Financing�costs

Return	on	RCV 129.7 135.6 141.4 146.2 149.8

Wholesale	-	Household	retail	margin	carve	out (2.9) (3.3) (3.6) (3.8) (4.0)

Retail	margin	-	Household	(net	of	tax) 2.8 3.2 3.3 3.4 3.5

Retail	margin	-	Non-household	(net	of	tax) 2.4 2.6 2.7 2.9 3.0

Tax 24.0 23.3 23.4 23.2 23.2

Legacy�adjustments (11.5) (10.3) (3.6) (3.8) (3.9)

Allowed�revenue�for�K�factor 511.4 531.2 550.2 568.3 585.9

Change	in	revenues	from	previous	year 0.0% 0.8% 0.7% 0.3% 0.1%

Infrastructure	charges	(deducted	from	RCV	but	treated	as	revenue) 4.7 4.6 4.9 4.7 5.2

Total�revenue 516.1 535.8 555.1 573.0 591.1

Average	household	bill	(excluding	£50	government	payment) 547 563 579 593 607

Average	household	bill	(including	£50	government	payment) 497 513 529 543 557

Key�financial�metrics

Capital	expenditure 210.3 226.7 214.7 178.2 169.2

PAYG	ratio 52.6% 51.4% 52.3% 58.9% 61.6%

Regulated	Capital	Value	(RCV)	-	year	end 3,099.9 3,240.1 3,371.3 3,463.9 3,544.9

Ratio	-	EBITDA	Interest	Cover 3.2 3.3 3.3 3.3 3.3

Allowed�revenue�summary

This	table	below	identifies	the	costs	included	within	the		
building	blocks	in	the	allowed	revenue	for	the	wholesale		
water	revenue	control.	

The	average	bills	reflect	the	revenue	allowance	adjusted		
for	customer	demand,	new	connections	and	the	impact		
of	customers	switching	to	a	metered	supply.
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DELIVERING	OUTCOMES	

Outcomes�are�the�higher�level�objectives.�They�
represent�what�our�customers�and�stakeholders�
value�over�the�short,�medium�and�long�term.

To	develop	our	outcomes	framework	we	have	consulted	on	a	
range	of	measures	which	we	will	use	to	monitor	and	report	on	
our	performance.	The	measures	and	their	associated	targets	
have	been	tested	in	detail	with	customers	and	stakeholders.	
	
The	stretching	targets	reflect	where	improvements	are	needed	
and	further	investment	is	supported.	From	the	outset	we	
have	proactively	engaged	with	our	customers,	regulators,	
stakeholders	and	the	WaterFuture	Customer	Panel.	

Combined	with	the	results	of	our	customers’	willingness	to	pay,	
our	outcomes	are:

�» reflective�of�interests�of�our�customers�in�the�long�
term�(they�have�resulted�from�what�our�customers�and�
stakeholders�have�told�us�about�their�priorities)

�» based�on�the�results�from�cost�benefit�analysis�and�
customers’�willingness�to�pay

�» aligned�with�legislative�obligations.

To	ensure	that	the	outcomes	are	achieved,	our	performance	will	
be	incentivised	in	order	to	drive	the	effective	delivery	of	our	plans.	
We	have	proposed	both	financial	and	reputational	incentives	and	
are	confident	that	our	mix	of	these	is	appropriately	balanced,	and	
aligned	with	our	customer	and	stakeholder	research.

We	have	challenged	our	quality	regulators’	interpretation	of	the	
Statement	of	Obligations	rigorously	to	ensure	that	investment	
is	only	made	where	there	is	a	clear	obligation	to	do	so	and	that	
the	wider	economic,	affordability	and	financeability	concerns	are	
recognised.	For	those	areas	of	the	environmental	programme	
that	remain	uncertain	and	will	not	be	confirmed	until	after	this	
business	plan	is	submitted,	in	particular	for	Shellfish	Water	
Regulations	investment,	we	have	worked	closely	with	our	
regulators	to	arrive	at	a	proposed	investment	programme		
which	is	appropriate.	

Our	quality	regulators	(Environment	Agency,	Natural	England	
and	Drinking	Water	Inspectorate)	have	confirmed	that	our	
committed	performance	levels	are	aligned	with	the	requirements	
of	the	Statement	of	Obligations.	

A	summary	of	the	process	of	how	the	outcomes	have	been	
developed	is	provided	in	the	next	eight	sections.	The	costs	
of	delivering	each	outcome	is	made	up	of	the	‘base’	costs	to	
maintain	existing	service	levels	and	the	additional	or	incremental	
costs	for	improvements	to	these	service	levels.

At	a	company	level,	these	base	costs	contribute	£526	to	the	
average	household	bill.	The	additional	service	improvements	
contribute	a	further	£31	resulting	in	an	overall	bill	of	£557	as	
illustrated	opposite.

It	is	vital	that	these	outcomes	represent	value	for	money.	This		
is	something	we	have	scrutinised	and	targeted	through	our	focus	
on	innovation	and	efficiency	initiatives	that	ensure	the	costs	to	
deliver	these	outcomes	are	as	low	as	possible.	This	in	turn	helps	
keep	customers’	bills	as	low	as	possible.

In	this	Price	Review	separate	revenue	controls	have	been	set	for	
the	wholesale	and	retail	activities	we	carry	out	so	our	base	costs	
and	incremental	costs	have	been	allocated	appropriately	between	
these	activities	–	these	are	illustrated	on	the	page	opposite.

CLEAN,�SAFE�AND�RELIABLE�SUPPLY�OF�DRINKING�WATER

RELIABLE�WASTEWATER�SERVICE

AVAILABLE�AND�SUFFICIENT�WATER�RESOURCES�

RESILIENCE�IN�EXTREME�CONDITIONS

RESPONSIVE�TO�CUSTOMERS�

PROTECTING�THE�ENVIRONMENT�

BENEFITING�THE�COMMUNITY�

FAIR�CHARGING
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South�West�Water�business�plan�(after	£50	government	payment)

*	The	government	has	indicated	its	intentions	to	
renew	the	reduction	on	an	annual	basis	to	2020.

Wholesale�water�revenue�control

Wholesale�wastewater�revenue�control

Retail�household�revenue�control

+ £�0 + £�1

BASE	SERVICE	
COSTS

£46
MAKES UP

OF OVERALL BILL

+ £�4 + £�4 + £�10+ £�1 + £�1 + £�3 + £�7 + £�1

BASE	SERVICE	COSTS

£557

AVERAGE 
HOUSEHOLD 
BILL 2019 /20

+ £�31

£�526

+ £�4 + £�1 + £�1 + £�1 + £3 + £2 + £�0

BASE	SERVICE	COSTS

£220
MAKES UP

OF OVERALL BILL

+ £�12

£�208

+ £�1

+ £�4 + £�0
+ £�2

+ £7 + £�5 + £�0

BASE	SERVICE	COSTS

£341
MAKES UP

OF OVERALL BILL

+ £�18

£�323

£��45

GO
VE

RNMENT PAYM
EN

T- £50*
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CLEAN,	SAFE	AND	RELIABLE	SUPPLY	
OF	DRINKING	WATER

When�our�customers�turn�the�tap�they�expect�a�
clean�and�safe�supply�of�water�to�be�there�every�
time.�This�continues�to�be�the�number�one�priority�
for�household�and�business�customers�alike.

Our	research	has	shown	that	current	water	quality	is	generally	
regarded	as	good	however	there	is	some	dissatisfaction	caused	
by	aesthetic	issues	such	as	taste,	smell	and	colour.	Addressing	
the	issue	of	discolouration	is	important	to	household	customers	
in	particular.	Non-household	customers	meanwhile	attach	
greater	importance	to	the	limiting	of	supply	interruptions,	
understandably	due	to	the	potential	commercial	impact.	

In	line	with	its	high	importance,	‘maintaining	a	safe	water	supply	
that	is	good	for	drinking’	is	the	area	in	which	customers	are	most	
prepared	to	see	a	bill	increase	to	finance	investment.		

Key	findings	from	our	research	sample*:	

Household	customers

�» 38%�have�experienced�discoloured�water��
(21%�of�these�were�in�the�past�year)

�» 25%�have�experienced�poor�tasting�or�smelling�water��
(19%�of�these�in�the�past�year)

�» 32%�have�experienced�an�interruption�to�their�supply��
(17%�of�these�in�the�past�year)

Non-household	customers

�» 30%�have�experienced�discoloured�tap�water��
(18%�of�these�in�the�past�year)

�» 20%�have�experienced�poor�tasting�and�smelling�water��
(17%�of�these�within�the�past�year)

�» 35%�have�experienced�an�interruption�to�their�supply��
(22%�of�these�in�the�past�year)

*	Only	a	small	proportion	of	the	customers	in	our	survey	felt	it	necessary	to	contact	
the	company	when	service	problems	were	experienced.	Consequently	the	data	
here	should	not	be	compared	with	formally	reported	customer	contact	data.

CHALLENGES
Contaminants from human and animal activity 
affecting water quality in our catchments  
(e.g. pesticides sometimes used by farmers).

90% of the water we source comes from moorland 
or lowland catchments. This contributes to our 
ongoing taste and smell challenges. 

The hilly nature of our region means  
our water pressure is among the highest in the 
industry. This requires careful management to 
minimise leaks, bursts and interruptions.

Defra is consulting on the adoption of customer 
supply pipes which are currently privately owned. 

A pipe network with one of the highest lengths per 
property in the industry.

THE�PROGRESS�WE’VE�MADE�

�» Our�compliance�with�water�quality�standards�
is�excellent

�» The�number�of�discolouration�contacts�we�
receive�annually�is�steadily�decreasing

�» Over�the�last�three�years,�the�total�duration�of�
interruptions�per�customer�has�been�reduced�
by�over�60%.
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Meldon reservoir, North Dartmoor

Consultation�feedback�

Our	customers	have	had	differing	views	over	how	urgent	
duplicating	sections	of	our	pipe	network	is,	but	general	
maintenance	of	the	existing	infrastructure	is	seen	to	be	key.	
Ultimately	customers	want	us	to	minimise	supply	interruptions,	
and	understand	that	being	able	to	supply	water	from	different	
sources	is	important	for	this,	and	to	ensure	that	there	was	
enough	water	to	meet	demand.	

Results	from	the	initial	acceptability	testing	on	our	five-year	
proposals	showed	acceptance	of	our	proposals	but	some	
customers	were	still	concerned	about	the	overall	bill	level	and	
affordability	issues.

As	a	result	of	this	feedback	we	deferred	some	mains	
rehabilitation	and	large	scale	duplication	of	strategic	water	
mains	beyond	2020.	This	has	reduced	the	average	bill	impact	of	
the	additional	investment	in	this	outcome	from	£9	to	£4	by	2020.

Providing�our�customers�with�an�uninterrupted�supply�of�fresh�clean�
water�that�not�only�meets�the�highest�water�quality�standards�but�is�also��
free�from�any�unwanted�taste,�smell�or�colour.�

OUR�PLANS�2015�-�20

�» �Drinking�water�that�continues�to�meet�the�
highest�water�quality�standards

�» A�reduction�of�at�least�36%�in�the�number��
of�contacts�received�annually�about�taste,�
smell�or�colour�issues

�» Innovative�technologies�to�minimise�the�
number�of�mains�bursts

�» �A�reduction�in�the�annual�total�duration��
of�interruptions�to�supply�(per�property)��
of�at�least�25%

�» Ongoing�maintenance�of�our�assets�to�
continue�to�ensure�their�long-term�reliability.

“You talk of top quality tap 
water, I hope you are not 
referring to the water that 
comes out of my tap.  
I would not drink it unless 
it was filtered or boiled,  
it tastes horrible, anyway.” 
Household customer from 
Dawlish, South Devon 

“Water is a basic necessity 
of life and is already at a 
very good quality level so 
why on earth do you need 
to make it ‘better’. Are we 
not all content with the 
quality as at present?” 
Household customer from 
Torpoint, Cornwall 

“The commitment to 
replace the old water 
treatment site works 
at Crownhill with a new 
state-of-the-art facility  
is very well-received.”
Plymouth City Council 
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CLEAN, SAFE AND RELIABLE SUPPLY OF DRINKING WATER

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Compliance	with	water	quality	standard		
(%) £	- 99.97 99.98

Taste,	smell	and	colour	contacts	
(Number	/1,000	population) £	+	/	- 4.7 3.0

Mains	bursts	
(Number	/year) KPI 	1,535 1,350

OUR	PLANS	2015-20

�Drinking�water�that�continues��
to�meet�the�highest�water�quality�
standards

�A�reduction�of�at�least�36%�in�the��
number�of�contacts�received��
annually�about�taste,�smell��
or�colour�issues�

Innovative�technologies�to�
minimise�the�number�of��
mains�bursts

The	upgrading	of	water	treatment	works	
will	have	the	additional	benefit	of	improving	
the	taste	and	smell	of	drinking	water	
supplies.	To	reduce	discolouration	further	
we	will	increase	our	operational	mains	
flushing	now	that	our	infrastructure	
investment	in	this	area	is	largely	complete.

Our	2020	target	reflects	our	long-term		
goal	for	taste,	smell	and	colour	issues	to	
be	a	rarity	by	2040.	We	know	that	we	are	
currently	a	relative	outlier	in	the	industry	
(due	to	the	sources	we	have	to	treat)	and	
this	is	something	we	are	trying	to	address	
by	making	significant	progress	during	
2015-20.	

A	high	standard	of	water	quality	is	the	
number	one	priority	for	our	customers	
and	this	includes	how	our	drinking	water	
looks,	tastes	and	smells.	Whilst	there	
are	existing	regulations	and	significant	
reputational	factors	which	drive	our	
performance	in	this	area,	our	research	
showed	a	clear	customer	willingness	to	
pay	for	improvements.	We	have	proposed	
a	financial	reward	and	penalty	incentive	to	
drive	our	performance.

We	will	target	the	replacement	of	
degrading	mains	which	have	been	
identified	through	our	asset	planning	
processes.	This	will	include	a	programme	
of	targeted	replacement	of	asbestos	
cement	mains.	We	will	use	advanced	
technology	to	deliver	our	ongoing	
programme	of	pressure	management	
by	reducing	pressure	by	a	further	9%	

which	will	help	to	extend	further	the	life	
of	our	mains	in	specific	areas.	The	latest	
technology	will	also	be	used	to	further	
develop	our	network	modelling	approach	
so	we	can	identify	emerging	service	or	
operational	issues	and	intervene	on	a	
proactive	basis.	Our	target	for	bursts	
represents	a	continuation	of	our	current	
stable	service.		

We	will	track	our	performance	through	
this	key	performance	measure	against	
our	long-term	goal	of	being	the	best	in	
the	industry.

Our	plans	to	minimise	the	number	of	
bursts	will	also	benefit	our	leakage	
control	strategy	and	help	us	maintain	our	
industry	leading	leakage	performance.

We	will	upgrade	a	number	of	our	water	
treatment	works	to	deal	more	effectively	
with	organic	impurities	and	to	provide	
protection	from	new	risks	we	have	
identified.	This	will	help	ensure	that	we	
can	meet	the	exacting	standards	in	the	
water	quality	regulations.	Our	key	project	
will	be	the	replacement	of	Crownhill	
water	treatment	works	(Plymouth)	which	
has	reached	the	end	of	its	useful	life.	
We	will	also	target	specific	treatment	
improvements	at	a	number	of	sites.	

These	will	focus	on	the	removal	of	organic	
impurities	that	are	present	in	the	raw	
sources	that	we	treat.	Our	2020	target	of	
99.98%	is	designed	to	keep	us	in	a	strong	
position	from	which	we	can	reach	our	goal	
of	100%	compliance	by	2040.	The	DWI	has	
already	approved	our	plans.	The	successful	
delivery	of	them	during	2015-20	will	help	
us	to	continue	to	meet	the	highest	water	
quality	standards.		

Whilst	there	are	existing	regulations	and	
significant	reputational	factors	which	drive	
our	performance	in	this	area,	we	have	
proposed	a	financial	penalty	incentive.		
This	reflects	the	high	priority	our	
customers	attach	to	drinking	water	quality	
and	our	view	that	a	penalty	should	apply	for	
poor	performance.
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MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Duration	of	interruptions	in	supply	
(Hours	/property) £	+	/	- 0.27 0.20

Asset	reliability	-	wholesale	water:	pipes		
and	processes

(Improving	/	Stable	/	Marginal		/	Deteriorating)
£	- Stable Stable

��A�reduction�in�the�annual�total�
duration�of�interruptions�to�supply��
(per�property)�of�at�least�25%

Ongoing�maintenance�of�our�
assets�to�continue�to�ensure�
their�long-term�reliability�

Fundamental	to	the	delivery	of	a	clean,	
safe	and	reliable	drinking	water	supply	
is	maintaining	our	water	infrastructure	
(e.g.	pipes)	and	non-infrastructure	
assets	(e.g.	treatment	works)	effectively	
in	order	to	deliver	long-term	stable	
service.	This	includes	operational	
maintenance	and	repair	activities	as	
well	as	targeted	asset	replacement	
and	extends	to	the	majority	of	our	
assets	used	for	raw	water	distribution,	
water	treatment	and	treated	water	
distribution.	To	ensure	the	reliability	
of	future	supplies	we	will	continue	

to	invest	in	new	infrastructure	where	
required	due	to	population	growth	and	
regional	development.	As	well	as	these	
assets,	our	operational	systems	and	
processes	are	supported	by	complex	
IT	and	logistical	systems	which	require	
ongoing	maintenance	and	development	
to	ensure	we	maintain	a	reliable	
service	in	the	future.

The	assessment	of	long-term	reliability	
is	a	technical	assessment	using	
the	range	of	measures	established	
under	the	long-standing	serviceability	
assessment	processes.

Our	target	is	to	continue	to	maintain	
our	assets’	ability	to	deliver	reliable	
service	as	this	is	fundamental	to	a	
robust	and	reliable	operation	and	
providing	a	consistent	service	to		
our	customers.	

This	long-term	measure	is	used		
within	the	existing	regulatory	
framework.	For	our	plan	we	propose		
to	continue	to	apply	a	financial	penalty	
incentive,	separately	for	pipes	and	
process	assets.

We	plan	to	duplicate	some	sections	
of	pipework	to	improve	resilience	and	
enable	the	provision	of	alternative	
supplies	in	the	event	of	an	interruption.	
Where	bursts	do	occur	we	will	minimise	
their	impact	by	using	advanced	
techniques	to	repair	them	whilst	keeping	
our	customers’	supplies	running.	Using	
the	latest	technologies	and	developing	
our	real-time	monitoring	and	computer	
modelling	systems	will	provide	early	

warning	of	problems	so	that	we	can	
intervene	on	a	proactive	basis.

We	have	a	good	track	record	of	
interruption	performance	but	as	a	
reliable	supply	is	a	high	priority	for	our	
customers	we	want	to	deliver	further	
improvements	by	2020.	Delivery	of	
our	target	will	represent	a	significant	
step	towards	our	2040	goal	of	being	
the	best	in	the	industry,	moving	our	

performance	to	amongst	the	leading	
companies.	Successful	delivery	of	the	
range	of	initiatives	described	will	mean	
that	fewer	customers	will	experience	
a	supply	interruption	and	the	duration	
of	each	will	be	shorter.	Our	research	
showed	a	clear	customer	value	and	
priority	for	improvements	in	this	area.	
We	have	proposed	a	financial	reward	
and	penalty	incentive	to	drive	our	
performance.

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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At�present�more�than�250,000�people�in�Plymouth�
and�the�surrounding�area�are�served�by�the�water�
treatment�works�at�Crownhill�which�dates�back�to��
the�1950s.

In	order	to	meet	the	needs	of	a	growing	population	
we	are	planning	to	replace	the	outdated	technology	at	
Crownhill	with	a	more	efficient	new	treatment	works	
at	Roborough,	just	north	of	the	city.	Developed	in	
partnership	with	leading	water	technology	specialists,	
the	site	will	be	the	first	of	its	kind	in	the	UK,	using	
technology	that	minimises	the	need	for	energy	and	
chemical-intensive	treatment	processes.

This	project	is	a	long	established	component	of	our	
Roadford	Supply	Area	Strategy	which	was	developed	in	
the	1980s	to	ensure	the	long-term	availability	of	water	
supplies	for	Plymouth	and	the	South	Hams.

The	timing	of	the	project	has	been	dependent	on	a	
number	of	factors,	including	population	growth,	water	
demand	forecasts	and	the	condition	of	our	existing	site	
at	Crownhill.	The	site	is	nearing	the	end	of	its	useful	life,	
is	very	constrained	for	future	expansion	and	process	
upgrades	and	is	challenging	and	expensive	to	operate	
in	its	urban	setting.	The	time	is	now	right	to	construct	a	
new	facility	to	replace	it.	This	will	ensure	we	have	a	safe	
and	reliable	supply	for	the	area	for	future	generations.

In	addition	to	reducing	the	cost	and	carbon	footprint	of	
water	treatment,	the	new	works	will	have	a	more	secure	
location.	The	move	will	release	a	40-acre	site	in	the	
heart	of	Plymouth	with	potential	for	development.	This	
could	be	a	catalyst	for	the	regeneration	of	this	area	of	
the	city.

A	pilot	project	is	currently	underway	in	Plymouth	to	
optimise	the	technology	using	a	range	of	raw	water	
sources	including	river	and	reservoirs.	The	small-scale	
prototype	facility	was	set	up	in	early	2013	at	the	existing	
site	to	produce	150,000	litres	of	water	per	day.	Results		
to	date	have	been	very	encouraging.

The	overall	investment	is	expected	to	be	in	the	region	of	
£50	million	and	is	an	opportunity	for	us	to	work	with	the	
local	community,	suppliers	and	businesses.

A	video	about	the	project	can	be	viewed	online	at:	
waterfuture.southwestwater.co.uk/clean-safe-and-
reliable-drinking-water

CASE�STUDY:��
RELOCATION	OF	CROWNHILL	WATER	TREATMENT	WORKS,	PLYMOUTH	

	

Pilot plant installed in 2013

CLEAN, SAFE AND RELIABLE SUPPLY OF DRINKING WATER
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£
	

How�much�will�our�plans�for�a�Clean,�Safe�
and�Reliable�Supply�of�Drinking�Water�cost?

The	base	service	cost	to	maintain	existing	service	levels	
comprises	many	varied	and	complex	activities	delivering	
a	range	of	outcomes	and	contributes	£526	to	the		
average	2020	customer	bill.	This	covers	the	costs	of	
maintenance	of	our	above	and	below	ground	assets,		
our	day	to	day	running	costs	such	as	treatment	
chemicals,	energy	for	pumping,	manpower	and	
overheads	such	as	transport,	IT	and	laboratory	services.	
Our	ongoing	delivery	of	the	‘Clean,	Safe	and	Reliable	
Supply	of	Drinking	Water’	outcome	is	an	important	
component	of	our	operation	and	is	part	of	the	base	cost	
described	above.

The	key	projects	we	are	planning	in	order	to	continue	
to	deliver	this	outcome	and	meet	our	committed	
performance	levels	to	maintain	or	improve	performance	
in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£4	to	the	
average	customer	bill	by	2020.

Key�projects

�» New�water�treatment�works�for�Plymouth�–�£54m

�» Drinking�water�quality�improvements�–�£25m

�» Reducing�supply�discolouration�–�£12m

�» Water�mains�maintenance�–�£22m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.	

CLEAN,�SAFE�AND�
RELIABLE�SUPPLY��
OF�DRINKING�WATER

£4

+ £�4

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��
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RELIABLE	WASTEWATER	SERVICE

Concerns�about�sewer�flooding,�odours�from�
wastewater�treatment�works,�blockages�and�
drainage�problems�mean�there�is�less�satisfaction�
with�our�wastewater�service,�compared�to�that�with�
drinking�water.�

Our	customers	find	talking	about	their	wastewater	service		
more	difficult	than	talking	about	and	providing	views	on	drinking	
water.	There	is	an	expectation	that	it	is	simply	taken	away	and	
relatively	little	awareness	about	what	happens	to	it	afterwards.	
As	such,	there	is	a	limited	understanding	of	why	the	activity		
costs	so	much.	

Household	and	non-household	customers	alike	consider	the	
prevention	of	sewer	flooding	as	highly	important.	Non-household	
customers	in	particular	are	worried	about	the	potential	cost	
implications	(e.g.	when	a	business	is	flooded).	

While	relatively	few	properties	in	our	region	are	now	at	risk	of	
internal	sewer	flooding	our	customers	view	investment	in	this	
area	as	important.	We	are	also	mindful,	however,	that	customers	
do	not	want	to	burden	one	particular	generation	over	another	
with	a	major	bill	impact.	

Key	findings	from	our	research	sample*:	

Household	customers

�» 4%�have�experienced�sewer�flooding�inside�their�property�
(2%�in�the�past�year)

�» 15%�have�experienced�external�sewer�flooding

�» 17%�have�experienced�odour�issues�from�wastewater�
treatment�works�(14%�in�the�past�year).

Non-household	customers

�» 5%�have�experienced�sewer�flooding�inside�their�property�
(2%�in�the�past�year)

�» 12%�have�experienced�external�sewer�flooding

�» 10%�have�experienced�odour�issues�from�wastewater�
treatment�works�(14%�in�the�past�year).

*	Only	a	small	proportion	of	the	customers	in	our	survey	felt	it	necessary	to	contact	
the	company	when	service	problems	were	experienced.	Consequently	the	data	
here	should	not	be	compared	with	formally	reported	customer	contact	data.

THE�PROGRESS�WE’VE�MADE�

�» Very�few�properties�in�the�region�are�now�at�
risk�of�internal�sewer�flooding�thanks�to�our�
investment�over�the�past�15�years

�» Successful�adoption�of�former�privately��
owned�sewers�in�October�2011

�» Improved�performance�of�our�wastewater�
pumping�stations.

CHALLENGES
Climate	change	is	expected	to	increase	the	
intensity	of	rainfall.	As	a	significant	proportion		
of	our	sewers	are	combined	–	taking	wastewater	
from	homes	and	businesses	along	with	surface	
water	from	highways	and	public	drains	–	this	
increases	the	demand	placed	on	our	wastewater	
network	and	assets.

We	adopted	more	than	6,300km	of	private	sewers	
in	2011	(which	increased	the	length	of	our	network	
by	over	60%).	The	state	of	those	sewers	is	not	yet	
fully	known.

New	legislation	means	that	by	October	2016	
we	will	have	responsibility	for	an	estimated	600	
sewage	pumping	stations	which	are	currently	
privately	owned.

We	have	nearly	double	the	number	of	wastewater	
treatment	works	than	the	largest	water	and	
sewerage	company.
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Ensuring�our�customers�can�rely�on�us�to�remove�and�dispose�of�wastewater��
safely�and�efficiently,�and�that�the�likelihood�of�sewer�flooding�affecting�homes��
or�businesses�is�minimised.�

Ultra-violet disinfection treatment at Brokenbury  
Wastewater Treatment Works, South Devon 

Consultation�feedback�

Customers	agreed	that	the	prevention	of	sewer	flooding	is	
important	and	show	support	for	our	initiatives	to	prevent	sewer	
flooding	of	homes	and	businesses.	

Results	from	the	initial	acceptability	testing	on	our	five-year	
proposals	showed	acceptance	of	our	proposals	but	some	
customers	were	still	concerned	about	the	overall	bill	level	and	
affordability	issues.

As	a	result	of	this	feedback	we	reduced	the	scale	of	investment	
in	sewer	separation	and	are	now	undertaking	targeted	
programmes	of	sewer	separation	alongside	a	range	of	drainage	
management	initiatives	in	specific	catchment	areas,	known	as	
‘Downstream	Thinking’	to	address	the	risk	of	flooding.	We	believe	
this	integrated	approach	to	the	management	of	wastewater	
provides	a	sustainable	and	cost	effective	long	term	solution.		
This	had	the	effect	of	reducing	the	cost	of	the	additional	
investment	in	this	outcome	from	£9	to	£4	in	2015-20.
	

OUR�PLANS�2015�-�20

�» �At�least�66%�fewer�internal�sewer�flooding�
incidents�(per�year)*

�» A�reduction�in�the�number�of�sewer�blockages�
and�collapses

�» 27%�fewer�odour�contacts�about�our�
wastewater�treatment�works*

�» Continued�sustainable�use�of�sludge�on�local�
farms�by�ensuring�ongoing�compliance�with�
recycling�standards

�» Maintenance�of�our�assets�to�ensure�their�
long-term�reliability.

*�compared�with�current�performance

“We are supportive of  
your plans for 
Downstream Thinking 
initiatives to reduce 
the likelihood of sewer 
flooding and pollution.”
Marine Conservation Society “On most days for the last 

two years there has been 
a very strong smell of 
sewage which means we 
cannot open windows, 
our washing adopts the 
same smell, and frankly 
it’s appearing to become 
a very significant health 
hazard.” 
Household customer living near 
Countess Wear Wastewater 
Treatment Works, Exeter, Devon 

“One of our offices was 
flooded and we couldn’t 
use the building for two 
weeks. It was a big loss 
to us.” 
Business customer from Exeter



page 42 southwestwater.co.uk/waterfuture

RELIABLE WASTEWATER SERVICE

OUR	PLANS	2015-20

�At�least�66%�fewer�internal�sewer�
flooding�incidents�(per�year)�

�A�reduction�in�the�number�of�
sewer�blockages�and�collapses

This	will	be	achieved	by	delivering	a	range	
of	sewerage	network	improvements	
including	sewer	rehabilitation/relining,	
replacement	of	trunk	sewers	and	
successful	implementation	of	our	
‘Downstream	Thinking’	initiative.	

We	will	refurbish	or	replace	strategic	
sewers	affecting	our	main	population	
centres	and	carry	out	a	programme		
of	intense	sewer	cleansing	in	those	
areas	susceptible	to	blockages.	We	
will	encourage	our	customers	to	help	
prevent	sewer	blockages	by	only	putting	
bio-degradable	material	down	the	drain	

and	by	installing	water	butts	in	their	
gardens	to	ease	the	flow	of	wet	weather	
run-off	from	their	properties.	Four	major	
improvement	projects	will	target	the	
Plymouth,	Exeter,	Hayle	and	Helston	
catchments.

We	will	target	those	properties	at	most	
risk	and,	in	particular,	those	properties	
at	risk	of	repeat	internal	flooding.	We	
will	use	advanced	computer	modelling	
techniques	to	identify	problems	and	the	
best	solutions	in	each	situation.	

We	will	maintain	our	current	stable	sewer	
collapse	and	blockage	rate	which	has	
been	achieved	through	targeted	sewer	
inspections	and	CCTV	surveys.	Our	target	
for	2020	therefore	represents	a	modest	
improvement	over	current	performance.	
This	will	also	ensure	that	our	progress		
in	this	area	moves	at	an	affordable	pace.		
As	we	have	not	independently	established	
from	customers	the	value	they	attribute	
to	improvements	in	sewer	blockages	and	
collapses	we	will	use	this	measure	as	a	key	
performance	indicator	for	our	business.

To	reduce	the	incidence	of	sewer	
floodings	we	will	deliver	a	range	of	
sewerage	network	improvements	
including	sewer	rehabilitation/relining,	
replacement	of	trunk	sewers	and	the	
implementation	of	our	‘Downstream	
Thinking’	partnership	initiative	(see	
page	44).	We	will	target	those	properties	
at	most	risk	and	in	particular	those	
properties	at	risk	of	repeat	internal	
flooding	and	use	advanced	computer	
modelling	techniques	to	identify	problems	
and	the	best	solutions.	

We	will	also	carry	out	maintenance	and	
upgrades	of	our	combined	sewer	overflow	
systems	and	increase	our	network	
monitoring	capability.	

We	have	undertaken	significant	
investigations	in	order	to	understand	the	
condition	of	the	customer	private	sewers	
that	were	transferred	to	our	ownership	in	
2011.	We	have	identified	improvements	
needed	for	these	inherited	assets;	initially	
we	will	target	the	replacement	of	small	
pitch	fibre	sewers	which	are	proving	
problematic.	

Delivery	of	our	targets	for	reduced	
internal	and	external	flooding	incidents	
will	represent	progress	towards	our		
long-term	aim	of	driving	both	to	near	
zero,	but	also	what	is	affordable	now	
when	balanced	with	other	priorities.		
The	financial	reward	and	penalty	incentive	
proposed	for	each	measure	reflects	the	
customer	willingness	to	pay	and	high	
priority	that	our	research	has	shown		
for	investment	to	improve	performance		
in	this	area.

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Internal	sewer	flooding	incidents		
(Number	/	year) £	+	/	- 403 135

External	sewer	flooding	incidents		
(Number	/	year) £	+	/	- 3,878 3,200

Sewer	blockages	&	collapses		
(Number/	year) KPI 9,390 9,200

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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�27%�fewer�odour�contacts�about��
our�wastewater�treatment�works�

�Maintenance�of�our�assets�to�
ensure�their�long-term�reliability�

Continued�sustainable�use�
of�sludge�on�local�farms�by�
ensuring�ongoing�compliance�
with�recycling�standards

Every	year,	we	recycle	around	45	
thousand	tonnes	of	biosolids	(treated	
sewage	sludge)	for	use	as	an	organic	
fertiliser	on	agricultural	land,	thus	
reducing	the	use	of	expensive	and	
unsustainable	artificial	fertilisers.	
Biosolids	recycling	is	a	closely	regulated	
practice	and	we	operate	effective	quality	
assurance	processes	to	ensure	that	these	
regulations	and	guidance	are	fully	met	
and	a	high	quality	product	is	

supplied	to	farmers.	We	have	been	very	
active	in	providing	a	fully	limed	product	to	
farmers	which	has	particular	benefit	to		
our	predominantly	acidic	soils	in	the		
South	West.	

At	present	our	sludge	is	produced	
through	conventional	anaerobic	digestion	
processes	and	lime	treatment	systems.	
Our	plans	are	to	ensure	that	our	existing	
facilities	are	maintained	effectively	to	
enable	our	long-term	ability	to	continue	
this	activity.	Our	plans	to	develop	a	new	

advanced	anaerobic	sludge	digestion	
facility	are	described	under	the	
‘Protecting	the	Environment’	outcome.

Our	committed	2020	target	is	to	continue		
to	meet	100%	compliance.	The	financial	
penalty	incentive	proposed	for	this	
measure	reflects	that	we	are	already	at	
100%	and	improved	performance	is		
not	possible.

To	maintain	high	levels	of	service	to	our	
customers	and	environmental	protection	
it	is	essential	that	we	manage	our	
wastewater	assets	effectively	in	order	that	
they	remain	reliable.	This	includes	repairs	
and	replacement	where	necessary	for	
our	wastewater	infrastructure	and	non-
infrastructure	assets	in	order	to	deliver	
long-term	stable	service.	

It	also	requires	operational	maintenance	
and	extends	to	the	majority	of	our	
assets	used	for	wastewater	collection,	
pumping,	treatment	and	recycling	to	
the	environment.	Our	performance	
commitment	for	2020	is	to	maintain	our	
current	stable	performance	level.		

This	long-term	measure	is	used	within	
the	existing	regulatory	framework.	For	
our	plan	we	propose	to	continue	to	apply	
a	financial	penalty	incentive,	separately	
for	pipes	and	process	assets.

During	periods	of	unusually	hot	weather	
(as	experienced	in	summer	2013)	some	
customers	whose	properties	are	located	
near	wastewater	treatment	sites	are	
periodically	affected	by	unpleasant	smells.	

We	plan	to	deliver	a	number	of	
improvements	to	address	odour	issues	
at	treatment	sites.	These	will	range	from	
further	improving	some	of	our	operational	
practices	so	that	the	production	of	odour	
is	minimised,	to	installing	or	upgrading	
our	odour	control	systems.	We	will	
target	sites	that	are	at	most	risk	of	odour	
or	where	there	have	been	historical	
problems.	We	have	identified	specific	
improvements	to	our	existing	odour	
control	systems	at	key	sites,	including	

significant	improvement	at	Camels	Head	
in	Plymouth.	Our	2020	target	for	reducing	
odour	contacts	reflects	our	long-term	
goal	of	driving	these	to	near	zero	and	will	
represent	significant	progress	towards	
it.	The	financial	reward	and	penalty	
incentive	proposed	for	this	measure	
reflects	the	customer	willingness	to	pay	
and	priority	that	our	research	has	shown	
for	investment	to	improve	performance	in	
this	area.

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Odour	contacts	-	wastewater	treatment	works	
(Number/	year) £	+	/	- 410 300

Compliance	with	sludge	standard	
(%) £- 100 100

Asset	reliability	-	wholesale	wastewater:	pipes	
and	processes

(Improving	/	Stable	/	Marginal	/Deteriorating)
£- Stable Stable
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RELIABLE WASTEWATER SERVICE

One	of	the	main	challenges	we	face	stems	from	our	
inherited	and	ageing	wastewater	infrastructure,	much	
of	which	operates	as	a	combined	system,	taking	both	
the	wastewater	from	homes	and	businesses	alongside	
storm	water	which	enters	the	sewer	system	through	
public	or	roadside	drains.	In	our	25-year	WaterFuture	
vision	we	outlined	our	long-term	aim	to	invest	in	sewer	
separation	schemes	to	ensure	that	‘sewers	for	sewage’	
would	become	the	norm,	thereby	reducing	the	likelihood	
of	the	system	becoming	overloaded	during	periods	of	
heavy	rainfall.

Since	then,	we	have	further	revised	our	wastewater	
strategy.	It	is	our	intention	during	2015-20	to	
complement	targeted	programmes	of	sewer	separation	
with	a	range	of	drainage	management	initiatives	in	
specific	catchment	areas,	known	as	‘Downstream	
Thinking’.	This	will	include	landscaping	and	sustainable	
drainage	improvements	alongside	flood	defence	
measures	and	enhanced	monitoring	of	the	wastewater	
network.	Our	work	in	this	area	has	already	been	
recognised	at	a	national	level	in	the	recently	published	
Drainage	Strategy	Framework	(Environment	Agency		
and	Ofwat,	May	2013).

The	schemes	will	be	carried	out	in	cooperation	with		
a	range	of	partner	agencies	and	organisations,	initially	
as	pilots	in	order	to	move	at	an	affordable	pace.		
In	accordance	with	our	customers’	wishes	not	to	burden	
one	particular	generation	over	another	with	a	major	
bill	impact,	we	believe	this	integrated	approach	to	the	
management	of	wastewater	provides	a	sustainable	and	
cost-effective	long-term	solution,	particularly	in	the	face	
of	climate	change.

CASE�STUDY:��
DOWNSTREAM	THINKING

	

Drainage catchments targeted for Downstream Thinking initiative
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£
	

How�much�will�our�plans�for�a�Reliable�
Wastewater�Service�cost?�

The	base	service	cost	to	maintain	existing	service	levels,	
comprises	many	different	activities	delivering	a	range	
of	outcomes	and	contributes	£526	to	the	average	2020	
customer	bill.	This	covers	the	costs	of	maintenance	of	
our	pipes	and	process	assets,	our	operational	running	
costs	such	as	manpower,	contractors,	energy	and	
chemicals.	It	also	includes	overheads	like	administrative	
support,	transport,	rates	and	licence	fees.	Our	ongoing	
delivery	of	the	‘Reliable	Wastewater	Service’	outcome	is	
an	important	component	of	our	operation	and	is	part	of	
the	base	cost	described	above.

The	key	projects	we	are	planning	in	order	to	continue	
to	deliver	this	outcome	and	meet	our	committed	
performance	levels	to	maintain	or	improve	performance	
in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£4	to	the	
average	customer	bill	by	2020.

Key�projects

�» Downstream�thinking�–�£9m

�» Odour�–�£3m

�» Adopted�private�sewers�–�£20m

�» Adoption�of�private�pumping�stations�–�£9m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.		

+ £�4

DELIVERING	OUR	BASE	SERVICE

RELIABLE�
WASTEWATER�
SERVICE

£4

INVESTMENT�&�ACTIVITIES��

Drainage catchments targeted for Downstream Thinking initiative
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AVAILABLE	AND	SUFFICIENT		
WATER	RESOURCES

The�investment�we�have�made�in�our�supply�
network�and�our�careful�management�of�resources�
has�meant�our�customers�have�not�faced�water�
restrictions�for�the�last�17�years.�

Integral	to	the	success	of	our	water	resources	strategy	is	
controlling	the	amount	of	water	lost	through	leaks.	After	a	safe	
water	supply,	this	is	our	customers’	number	two	priority	area	for	
water	services.	Yet	while	more	than	70%	view	this	as	extremely	
important,	less	than	a	quarter	said	they	would	be	prepared	to	
accept	a	bill	increase	in	this	area	during	2015-20.	

Our	current	leakage	performance	position	is	industry-leading	
and	well	within	the	sustainable	level.	As	such,	and	in	accordance	
with	our	customers’	views,	we	are	not	planning	any	step	change	
investment	in	this	area	although	we	are	targeting	quicker	
response	times	to	leaks	and	bursts	(see	page	49).

Similarly,	our	positive	supply/demand	balance	means	we	do	not	
foresee	any	need	for	major	investment	in	resources	(e.g.	a	new	
reservoir)	for	at	least	the	next	25	years.	

Key	findings	from	our	research	sample:	

Household	customers	

�» 53%�see�having�sufficient�water�resources�in�dry�periods��
to�avoid�restrictions�as�a�priority�for�investment�

�» 72%�see�controlling�the�amount�of�water�lost�through�
leakage�as�extremely�important.

Non-household	customers	

�» 62%�see�having�sufficient�water�resources�in�dry�periods��
to�avoid�restrictions�as�a�priority�for�investment�

�» 68%�see�controlling�the�amount�of�water�lost�through�
leakage�as�a�priority�for�investment.�

CHALLENGES
Significant	population	growth	forecast	for	our	
region	between	2015	and	2020.

High	number	of	seasonal	visitors	resulting	in	
increased	demand.

The	effect	on	pipes	and	fittings	from	ground	
movements	and	excessively	hot	or	cold	weather.

THE�PROGRESS�WE’VE�MADE�

�» A�forecast�supply�/�demand�surplus�until��
at�least�2040

�» Avoiding�the�need�for�water�restrictions��
for�17�consecutive�years

�» Meeting�our�leakage�targets�every�year��
since�they�were�introduced

�» One�of�the�highest�levels�of�customer�meter�
penetration�in�the�industry

�» One�of�the�lowest�per�capita�water�
consumption�levels�in�the�industry.
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Avoiding�restrictions�on�the�water�our�customers�use.��
Managing�and�delivering�the�region’s�supplies�as�efficiently�as�possible.�

Consultation�feedback�

Customers	agree	that	having	‘Available	and	Sufficient	Water	
Resources’	is	important	and	show	support	for	our	initiatives	to	
ensure	the	delivery	of	this	outcome	during	2015-20.

Despite	this,	less	than	a	quarter	of	customers	said	they	would	be	
prepared	to	accept	a	bill	increase	for	improvement	in	this	area	in	
the	next	regulatory	period.	This	was	consistent	with	the	approach	
taken	in	our	proposals	and	therefore	the	additional	investment	
required	to	deliver	this	outcome	remains	at	£1.

Given	the	importance	of	effective	leakage	control	to	our	
customers	and	stakeholders,	whilst	we	are	not	planning	to	
reduce	our	leakage	target	level	in	the	next	investment	period,		
we	will	target	an	improvement	in	the	time	taken	to	fix		
significant	leaks.

OUR�PLANS�2015�-�20

 »  Continue�to�maintain�our�supply�/�demand�
surplus�and�avoid�water�restrictions�

�» Leakage�control�which�outperforms��
our�sustainable�economic�level

�» Fix�significant�leaks�more�quickly

�» Maintenance�of�our�Security�of�Supply��
Index�value�of�100.

Burrator reservoir, Devon

“It is unfair and 
unreasonable for non 
metered people to use as 
much water as they want 
for e.g. garden sprinklers 
in the heat of the day or 
for car washing.” 
Household customer from 
Plymouth, Devon

“You say leaks are being 
fixed but I see many when 
driving around  
the county.”
Household customer from 
Okehampton, mid Devon 

“If South West Water  
does not ensure that the 
region has the water that 
it needs that is safe to 
drink then as a business 
you have failed.” 
Household customer from 
Newquay, Cornwall
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AVAILABLE AND SUFFICIENT WATER RESOURCES

OUR	PLANS	2015-20

�Continue�to�maintain�our��
supply/demand�surplus�and��
avoid�water�restrictions�

Our	supply-demand	balance	is	forecast	
to	remain	positive	over	the	next	five-year	
period	and	no	investment	in	new	raw	
water	sources	is	forecast	to	be	required	
within	our	2040	planning	horizon.	

We	will	produce	a	Water	Resources	
Management	Plan	in	accordance	with	
the	Environment	Agency’s	Guidelines	and	
the	Defra	Directions.	Furthermore,	the	
plan	will	set	out	how	we	propose	to	meet	
Agency	and	government	aspirations.

Investment	in	our	existing	assets	is	
required	in	order	to	maintain	this	position.	
This	includes	our	reservoirs,	raw	water	
distribution	pipework	and	water	treatment	
processes.	Our	plans	for	the	duplication	
of	some	parts	of	our	network	will	have	the	
additional	benefit	of	providing	more	
flexibility	in	managing	the	deployment	of	
our	water	resources,	as	well	as	improving	
the	resilience	of	our	network.	

Our	‘Upstream	Thinking’	catchment	
management	will	also	help	support		
our	water	resource	availability	in	the		
long	term.	

We	will	continue	our	successful	free	
optional	customer	metering	strategy	as	
this	is	a	key	aspect	of	our	healthy	water	
resource	position.	The	zero	restrictions	
target	for	2020	reflects	our	desire	
and	the	high	priority	our	customers	
attach	to	maintaining	our	current	
excellent	performance.	The	financial	
penalty	incentive	proposed	reflects	the	
importance	of	this	to	our	customers.	
Improvement	in	the	current	risk	level	was	
not	considered	a	priority	and	our	plans	
contain	no	incremental	costs	for	this.

We	will	extend	our	work	to	support	the	
development	of	the	Dartmoor	Ring	Main	
and	regional	water	grid	which	will	enable	
us	to	link	our	resources	in	Devon.	This	will	
ensure	that	our	larger	rural	communities	
will	have	alternative	sources	available	in	
case	of	any	shortage.	As	our	proposals	do	
not	include	major	investment	for	2015-20	
we	will	develop	this	measure	further	with	
a	view	to	applying	an	incentive	after	2020.

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Water	restrictions	placed	on	customers	
(Number	/	year) £- 0 0

Ability	to	move	water	around	network	
(Limited	/Partial	/	Increased	/	Substantial) 2020+ Partial Increased

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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Leakage�control�which�outperforms��
our�sustainable�economic�level.��
Fix�significant�leaks�more�quickly

Maintenance�of�our�Security��
of�Supply�Index�value

We	plan	to	continue	to	deliver	our	84Ml	/
day	target	which	is	below	the	Sustainable	
Economic	Level	of	Leakage	(SELL).	Our	
longer	term	aim	is	to	reduce	our	leakage	
to	64Ml	/day	but	this	is	not	considered	
cost	effective	or	affordable	at	this	time.	
Whilst	it	was	rated	as	very	important	by	
our	customers,	less	than	a	quarter	were	
prepared	to	accept	a	bill	increase	for	an	
improvement	in	this	area.	

We	will	continue	to	develop	effective	and	
efficient	ways	to	control	leakage.	This	
includes:	

�» targeting�more�areas�for�pressure�
management

�» using�computer�modelling�and�
network�automation�techniques�to�
identify�emerging�problems�and�
leakage�issues

�» proactively�replacing�deteriorating�
pipes�in�our�network.

Customers	choosing	to	switch	to	a	
metered	supply	will	also	help	to	identify	
and	resolve	any	leaks	or	bursts	more	
quickly.	

We	have	proposed	a	financial	reward	and	
penalty	incentive	for	the	leakage	level	
measure	due	to	the	high	value	and	priority	
indicated	by	our	customer	research.	

Our	aim	to	repair	all	significant	leaks	
within	two	working	days	represents	a	30%	
improvement	from	our	current	target.	We	
plan	to	deliver	this	through	technology	
improvements	and	continuing	to	develop	
the	efficiency	and	effectiveness	of	our	
leak	detection	activities.	

The	target	reflects	the	importance	that	
our	customers	attach	to	effective	leakage	
control.	This	measure	has	a	strong	
existing	reputational	incentive	and	our	
performance	in	this	area	is	visible	to	
customers	on	a	day	to	day	basis.	We	have	
not	proposed	a	financial	incentive	as	the	
cost,	customer	value	and	measurement		
is	not	sufficiently	distinct.

The	plans	we	have	described	for	avoiding	
water	restrictions	will	also	benefit	our	
Security	of	Supply	Index	(SoSI)	position.	

The	SoSI	is	a	reflection	of	our	headroom	
-	the	balance	of	what	supplies	we	have	
in	order	to	meet	the	forecast	demand	in	
our	network	-	and	the	service	risk	our	
customers	are	exposed	to	from	water	use	
restrictions	being	imposed.	

Furthermore,	our	metering	strategy	will	
continue	to	benefit	both	measures.	Our	
programme	to	deliver	free	customer	
meters	has	been	instrumental	in	

supporting	our	approach	to	sustainable	
demand	management.	Our	average	
customer	consumption	of	136	litres	per	
day	(per	capita)	is	one	of	lowest	in	the	
industry	and	we	will	build	on	this	success	
with	our	2015-20	plans.	

Recognising	that	our	customers	value	
the	ability	to	choose	we	will	continue	to	
provide	our	optional	metering	programme	
as	this	will	continue	to	constrain	the	
demand	on	our	water	resources.	Our	plan	
will	drive	meter	penetration	towards	90%	
of	our	customer	base	(85%	targeted	by	
2020).	We	know	from	experience,	with	one	

of	the	highest	levels	of	metering	in	the	
industry,	that	customers	who	switch	to	
a	meter	will	use	on	average	up	to	16.5%	
less	water.	

As	we	have	no	need	to	target	a	specific	
improvement	in	our	SoSI	measure	-	as	
we	already	achieve	the	maximum	value	
-	we	have	proposed	a	financial	penalty	
incentive.	This	reflects	the	importance		
of	protecting	the	improvements	achieved	
by	previous	investments	already	paid	for	
by	customers.

Security	of	Supply	Index		
(Value)	 £	- 100 100

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Leakage	level	
(Megalitres	/day) £	+	/- 84 84

Time	taken	to	fix	significant	leaks		
(Days) Rep Within		

3	days
Within		
2	days
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AVAILABLE AND SUFFICIENT WATER RESOURCES

Increasingly,	we	are	using	computer	modelling	
techniques	to	predict	and	prevent	potential	leaks	and	
bursts	and	identify	any	problems	as	quickly	as	possible.

Our	drinking	water	network,	which	includes	over	
15,000km	of	pipework	and	over	100,000	individual	
valves,	is	highly	complex.	Real-time	information	such	
as	pressure	and	flow	data	is	incredibly	useful	as	it	can	
be	used	to	raise	the	alarm	if	there	is	an	issue	on	the	
network	or	a	potential	disruption	to	service.

Alongside	automatic	valves	and	other	technologies,	
computer	modelling	enables	us	to	take	a	proactive	
approach	to	repair	work	while	also	giving	us	vital	
information	that	we	can	use	to	plan	the	development		
of	our	network	in	the	future.

It	is	our	intention	to	continue	developing	our	computer	
modelling	capabilities	as	we	recognise	the	role	it	has	in	
helping	us	make	the	best	use	of	our	water	resources.

In	the	long	term,	advances	in	technology	will	allow	us	to	
gather	much	more	information	about	how	our	network	
is	performing,	helping	us	to	keep	a	minute-by-minute	
watch	on	variables	such	as	flow,	pressure	and	water	
quality.	We	are	able	to	do	this	already	at	strategic	points	
in	our	network,	but	our	vision	is	to	extend	this	to	a	local	
level.	This	will	present	very	significant	opportunities	
to	develop	our	proactive	network	management,	
maintenance	and	customer	service.	The	pace	of	
development	in	this	area	will	be	determined	by	the	
affordability	and	reliability	of	the	technology	concerned.

CASE�STUDY:��
WATER	NETWORK	MODELLING

	

Three dimensional computer model of the 
Exeter water supply network
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£
	

How�much�will�our�plans�for�Available�and�
Sufficient�Water�Resources�cost?

The	base	service	cost	to	maintain	existing	service		
levels	comprises	many	varied	and	complex	activities		
supporting	a	range	of	outcomes	and	contributing	£526		
to	the	average	2020	customer	bill.	This	covers	the		
costs	of	repairing	and	maintaining	our	assets	such	
as	our	reservoirs,	treatment	works	and	pipe	network;	
along	with	other	operational	costs	such	as	energy,	
chemicals	and	manpower.	It	also	includes	overheads	
like	administration,	abstraction	fees,	rates	and	IT.	Our	
ongoing	delivery	of	the	‘Available	and	Sufficient	Water	
Resources’	outcome	is	an	important	component	of	our	
operation	and	is	part	of	the	base	cost	described	above.

As	our	water	resources	are	more	than	sufficient	to	meet	
the	forecast	demand	we	have	no	need	to	invest	in	new	
sources	for	the	foreseeable	future.	However,	we	do	need	
to	maintain	this	strong	position	for	future	generations	
by	ensuring	we	protect	and	maintain	our	resources	
and	continue	our	efforts	to	constrain	demand.	The	key	
projects	we	are	planning	in	order	to	do	this	and	meet		
our	committed	performance	levels	to	maintain	or	
improve	performance	in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£1	to	the	
average	customer	bill	by	2020.

	

Key�projects

�» Leakage�–�£12m

�» Regional�water�grid�–�£10m

�» Valve�maintenance�–�£5m

These	consist	of	ongoing	base	costs,	as	well	as	
additional	/	incremental	costs	for	delivering	customers’	
and	stakeholders’	priorities	for	improvement.	

+ £�1

DELIVERING	OUR	BASE	SERVICE

AVAILABLE�AND�
SUFFICIENT�WATER�
RESOURCES

£1

INVESTMENT�&�ACTIVITIES��
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RESILIENCE	IN	EXTREME	CONDITIONS

Due�to�the�nature�of�our�peninsula�many�of�our�
assets�are�located�in�places�that�bear�the�brunt�of�
extreme�weather�events.�The�dramatic�storms�that�
lash�our�coastal�communities�particularly�in�winter�
can�impact�on�our�infrastructure�–�for�example�
the�collapse�of�Torquay�sea�wall�under�heavy�seas�
in�early�2013�resulted�in�a�section�of�wastewater�
pipes�becoming�exposed�and�in�need�of�repair.�This�
highlighted�the�need�for�water�companies�to�work�
together�with�councils�and�other�local�authorities�to�
ensure�resilience�measures�are�in�place�to�protect�
essential�services.

Throughout	the	development	of	the	business	plan	customers	
have	consistently	told	us	that	they	expect	a	resilient	service,	even	
in	extreme	conditions.

Flooding	was	often	mentioned	by	customers	during	our	research	
and	engagement	activities.	While	this	could	be	attributable	to	
the	bad	weather	experienced	in	our	region	at	the	time	it	is	clear	
that	there	is	a	sense	that	our	weather	is	changing	and	becoming	
more	extreme.	Our	customers	recognise	that	we	need	to	
anticipate	this	and	take	steps	to	prevent	it	impacting	on	services.	

Key	findings	from	our	sample	research:

�» 71%�of�household�customers�state�that�ensuring�that��
service�is�secure,�safe�and�reliable�so�that�supply�is�
maintained�even�in�extreme�conditions�is�a�priority�for�
investment�during�2015-20

�» This�view�is�supported�by�64%�of�non-household�customers.

CHALLENGES

THE�PROGRESS�WE’VE�MADE�

�» Our�flood�defence�scheme�at�Pynes�water�
treatment�works�(which�serves�Exeter�and�
its�surrounding�area)�was�in�place�in�time�
to�protect�services�from�risk�of�interruption�
during�the�flooding�of�2012

�» We�have�had�no�major�security�or�data�
security�breaches�and�we�continue�to�upgrade�
and�review�our�security�measures.

Extreme	weather	events,	ranging	from	intense	
rainfall	to	drought,	are	forecast	to	become	more	
frequent.

	Many	of	our	assets	are	located	in	areas	where	
there	is	a	flood	risk	(e.g.	coastal	locations,	
estuaries	and	river	flood	plains).

	The	increased	sophistication	of	security	threats		
such	as	cyber	terrorism.
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Making�sure�the�water�and�wastewater�services�we�provide�can�withstand�
the�potential�impacts�of�extreme�weather�and�security�threats.�

Consultation�feedback�

Customers	agreed	that	having	a	service	that	was	resilient	to	
extreme	conditions	was	important	and	showed	support	for	our	
initiatives	to	ensure	the	delivery	of	this	outcome	during	2015-20.

General	flooding	experienced	recently	for	example	at	Cowley	
Bridge,	Exeter	(near	our	Pynes	water	treatment	works)	caused	
a	huge	disruption	to	businesses,	hence	customers	recognised	
the	importance	of	this	element.	However,	they	tended	not	to	
appreciate	that	despite	the	heavy	flooding	in	2012,	their	water	
supplies	were	unaffected	due	to	previous	investment	in	flood	
prevention	schemes	at	our	sites.

Results	from	the	acceptability	testing	on	our	five-year	proposals	
showed	good	acceptance	(62%),	but	some	customers	were	still	
concerned	about	the	overall	bill	level	and	affordability	issues.

As	a	result	of	this	feedback	we	deferred	some	regional	water	grid	
improvements	beyond	2020.	This	has	had	the	effect	of	reducing	
the	bill	impact	of	the	additional	investment	in	this	outcome	from	
£2	to	£1	in	2015-2020.

Flooding in Devon during winter 2012 /13

OUR�PLANS�2015�-�20

�» Ensuring�services�are�maintained�even��
in�extreme�weather

�» Ensuring�services�are�protected�from�threats.

“Flood defence is a big 
issue, but still when we 
get extreme weather they 
do not cope so why invest 
so much into this when it 
can still fail.”
Household customer from 
Okehampton, Mid Devon

“It’s important they take 
steps to compensate for 
climate change.”
Household customer from  
Saltash, Cornwall

“I expect my water supply 
to be properly protected.”
Household customer from  
Newton Abbot, Devon
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RESILIENCE IN EXTREME CONDITIONS

OUR	PLANS	2015-20

Ensuring�services�are�maintained�
even�in�extreme�weather

Improvements	to	the	protection	of	those	
sites	most	at	risk	of	causing	high	levels		
of	service	disruption	in	the	event	of	severe	
flooding	have	been	identified	through	our	
work	with	the	Environment	Agency.		
As	such,	we	are	planning	to	install	further	
protective	measures	during	2015-20.		
Key	improvements	will	be	made	at	a	
number	of	drinking	water	and	wastewater	
sites,	benefiting	over	600,000	of	our	
resident	population.

We	plan	to	jointly	invest	in	the	River	Exe	
flood	defence	scheme	in	Exeter	to	protect	
our	main	sewers	serving	our	Countess	
Wear	wastewater	treatment	site,	as		
well	as	installing	flood	defences	at	the	
site	itself.	

We	will	continue	to	work	with	partner	
organisations	(such	as	the	police	and	
other	‘blue	light’	agencies)	to	ensure		
that	we	are	both	prepared	for	and		
adhere	to	best	practice	in	the	event	of		
an	emergency.	

Our	target	reflects	the	high	priority	our	
customers	have	indicated	for	investment	
in	this	area.	Our	aim	is	to	continue	
to	avoid	service	interruptions	due	to	
extreme	events.	Supply	interruptions	is	
a	well	established	measure	and	will	be	
used	to	monitor	our	performance.	Our	
incremental	investment	for	improvements	
and	the	clear	customer	value	and	priority	
mean	that	a	reward	and	penalty	financial	
incentive	is	appropriate.	

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Supplies	interrupted	due	to	flooding	on	our	sites	
(Number	/	year,	for	more	than	24	hours) £	+	/- 0 0

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020

Ensuring�services�are�protected�
from�threats

Our	plans	include	measures	to	ensure	
that	we	appropriately	address	the	
requirements	of	the	Security	and	
Emergency	Measures	Direction	1998	
(SEMD),	associated	Home	Office	and	
Defra	advice	and	Local	Resilience	Forum	
guidance.	This	will	ensure	that	we	can	
provide	essential	water	supplies	in	the	
event	of	a	civil	emergency,	(e.g.	natural	
disaster	or	other	emergency,	such		
as	flooding,	or	an	event	affecting		
national	security).

Additional	protection	of	our	computer	
systems	will	also	be	deployed	to	ensure	
we	can	maintain	services	in	the	event	
of	malicious	cyber	attack	which	is	an	
increasing	threat	for	many	businesses.	

Reliable,	uninterrupted	and	consistent	
provision	of	our	services	in	all	situations	
is	essential	for	the	effective	operation	of	
our	regional	businesses	and	economy.		

The	reliability	of	our	service	is	tracked	
through	a	range	of	measures,	some	of	
which	are	used	for	the	other	outcomes	
described	in	this	plan.	Examples	include	
asset	reliability,	supply	interruptions,	
sewer	flooding	and	our	ability	to	move	
water	around	the	network.	As	such,	our	
success	in	delivering	a	resilient	service	
will	also	be	tracked	and	incentivised	
through	those	measures	and	outcomes	
where	relevant.

Performance	tracked	through	measures		
of	service	reliability	and	interruption	used		
for	other	outcomes

Other	
outcomes

Other	
outcomes

Other	
outcomes



page 55southwestwater.co.uk/waterfuture

Keeping	our	sites	operational	when	faced	with	external	
threats	(such	as	flooding)	is	fundamental	to	maintaining	
reliable	and	uninterrupted	service	to	our	customers.	

With	our	changing	climate	and	unpredictable	weather	
we	need	to	ensure	our	sites	are	sufficiently	protected	
and	that	systems	are	in	place	to	enable	a	rapid	recovery	
if	our	services	are	affected.	

Our	experts	have	been	working	with	the	Environment	
Agency	for	a	number	of	years	to	understand	the	risk	to	
our	service	presented	by	flooding	of	our	critical	assets.	
Using	historical	data,	projected	climate	change	impacts		
and	computer	modelling	we	have	been	able	to	identify	
sites	most	likely	to	be	affected	during	flooding	events.	

We	have	already	put	a	number	of	protections	in	place,	
including	that	for	our	strategic	water	treatment	works,	
Pynes,	which	supplies	Exeter	and	the	surrounding	area.	
This	site	is	located	on	the	flood	plain	of	the	River	Exe,	
and	only	recently	the	main	rail	line	which	runs	nearby	
was	damaged	by	floods,	disrupting	travel	for	thousands	
of	commuters.	We	intend	to	avoid	similar	disruption	to	
our	services.

Our	2015-20	plans	include	additional	similar	measures	
to	protect	our	assets	and	infrastructure,	ensuring	
uninterrupted	service	for	our	customers.	The	latest	
climate	and	flood	risk	predictions	will	be	used	to	ensure	
that	the	measures	that	we	put	in	place	are	as	robust		
as	possible.

Increasingly,	we	are	working	in	partnership	with	the	
Environment	Agency	and	local	authorities	to	come	up	
with	the	best	solutions	for	all	stakeholders.	For	example,	
for	2015-20,	we	are	developing	our	plans	to	coordinate	
with	the	wider	flood	protection	requirements	for	Exeter,	
where	some	of	our	assets,	as	well	as	many	properties	
and	commercial	premises,	have	been	identified	as	being	
at	risk	from	severe	flooding.

We	are	aiming	to	find	the	most	sustainable	solutions	to	
dealing	with	flood	risk.	Using	a	multi-agency,	integrated	
solution	approach	will	achieve	additional	environmental	
and	societal	benefits	while	also	enriching	habitats	and	
creating	amenity	value.

Our	partnership	projects	such	as	those	to	deliver	better	
flood	protection	have	been	recognised	as	industry	best	
practice	(Drainage	Strategy	Framework,	Environment	
Agency	and	Ofwat,	May	2013).

CASE�STUDY:��
PROTECTING	OUR	ASSETS	FROM	FLOODING

	

Far left: 
Flooding in East Devon 
in 2012 

Left: 
Sheet piling being 
installed around Pynes 
to protect this important 
water treatment works
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RESILIENCE IN EXTREME CONDITIONS

In	today’s	world	we	need	to	be	certain	that	our	operations	
are	resilient	to	all	forms	of	security	threat.	These		
range	from	vandalism	and	theft	to	malicious	acts	such		
as	terrorism.

Alongside	other	water	and	sewerage	companies,	we	
are	required	to	comply	with	various	regulations	and	
guidance	that	exist	to	prevent	disruption,	particularly		
to	the	supply	of	safe	drinking	water.	

We	already	have	extensive	systems	in	place	in	case	of	
emergency,	including:

�» 24�hour�manpower�cover�and�surveillance�

�» Security�fences�and�controlled�site�and�tank�access�
arrangements

�» Monitoring�systems�covering�all�aspects�of�the�
drinking�water�supply�from�the�source�water��
to�customers’�taps

�» Systems�to�provide�information�to�the�public,�
utilising�staff�on�the�ground,�web�and�mobile�
technology�and�the�media

�» Liaison�arrangements�with�the�police,�local�health��
authorities�and�officials

�» Mutual�aid�arrangements�between�water�companies�
and�with�contractors�to�provide�resources�in�the�
event�of�a�major�incident

�» Accredited�laboratory�facilities�to�collect�and��
test�samples�quickly�and�accurately

�» Audit�systems�and�site�inspection�arrangements

�» Software�security.

However,	even	with	all	these	protections	we	cannot	be	
complacent	as	new	threats	and	risks	are	emerging	all	
the	time.	

We	have	been	working	closely	with	Defra	to	ensure	that	
we	invest	sufficiently	to	provide	the	necessary	security	
resilience	of	our	operation	in	the	future.	With	Defra’s	
guidance,	we	have	developed	a	programme	to	balance	
investment	over	the	period	2015-25.	This	will	include	
maintenance	and	upgrades	to	existing	security	systems	
at	many	of	our	existing	sites	to	ensure	that	they	meet	
the	standards	required,	as	well	as	making	additional	
provisions	for	dealing	with	emergency	situations	and	
threats	from	cyber	attack.

CASE�STUDY:��
SECURITY	OF	OUR	SITES	

	

Complex monitoring and control 
equipment, and highly trained technicians 
help keep our operation safe from threats
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How�much�will�our�plans�for�Resilience�in�
Extreme�Conditions�cost?

The	base	service	cost	to	maintain	existing	service		
levels	comprises	many	varied	and	complex	activities		
delivering	a	range	of	outcomes	and	contributes	£526		
to	the	average	2020	customer	bill.	This	covers	day	to		
day	operational	costs	such	as	manpower,	contractors,	
energy	and	chemicals	for	pumping	and	treatment	
processes,	and	overheads	like	administration,	transport	
and	rates.	Our	ongoing	delivery	of	the	‘Resilience	
in	Extreme	Conditions’	outcome	is	an	important	
component	of	our	operation	and	is	part	of	the	base		
cost	described	above.

Whilst	we	have	an	excellent	record	of	protecting	our	
services	from	extreme	events,	we	need	to	make	sure	
they	remain	protected	as	conditions	and	threats	they	
face	are	changing.	The	key	projects	we	are	planning	in	
order	to	do	this	and	meet	our	committed	performance	
levels	to	maintain	or	improve	performance	in	key	areas	
are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£1	to	the	
average	customer	bill	by	2020.

Key�projects

�» Flood�defence�schemes�–�£6m

�» Security�and�Emergency�Measures�Direction�–�£17m�

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.		

+ £1

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��

RESILIENCE�
IN�EXTREME�
CONDITIONS

£1
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RESPONSIVE	TO	CUSTOMERS

Our�goal�is�to�provide�customers�with�the�highest�
standards�of�service,�ensuring�that�their�requests,�
problems�and�queries�are�dealt�with�effectively�and�
efficiently,�and�that�the�service�they�receive�
represents�value�for�money.

When	customers	need	to	contact	us	they	expect	to	be	able	to	
do	so	in	a	way	that	best	suits	them.	They	attach	importance	
to	problems	being	resolved	first	time	and	expect	queries	and	
contacts	to	be	properly	tracked.	

Customers	value	having	a	local	call	centre	that	is	responsive	
to	their	needs.	Businesses	are	already	seeing	the	value	of	
Source	for	Business,	and	consider	that	South	West	Water	has	
‘upped	its	game’	with	the	introduction	of	liaison	officers	for	
large	businesses.	There	is	also	support	for	dedicated	account	
managers	to	help	businesses	save	money.

Key	findings	from	our	research	sample:

�» ‘Being�able�to�contact�South�West�Water�in�the�way�that�you�
want,�including�speaking�to�a�person’�is�the�second�highest�
priority�for�68%�of�non-household�customers

�» 54%�of�household�customers�also�see�this�as�a�priority

�» Non-household�customers�attach�a�higher�value�to�
improvements�in�this�area�than�household�customers.

CHALLENGES

THE�PROGRESS�WE’VE�MADE�

�» Significant�improvement�in�our�customer�
satisfaction�rate�over�the�last�five�years��
(78%�in�2007�to�84%�in�2012)

�» Launch�of�Source�for�Business�to�meet�the�
needs�of�our�non-household�customers

�» Improved�online�communications�including�
online�accounts,�social�media,�and�
smartphone/tablet-friendly�apps��
(BeachLive,�WaterLive,�MyAccount�app).

Metered	customers	tend	to	have	more	contact	
with	us	than	unmetered	customers	about	the	
water	they	are	using.	As	the	number	of	metered	
customers	increases	this	results	in	more	contacts,	
more	meter	reading	and	increased	billing	costs.

Rising	expectations.	Perceptions	of	what	
companies	should	offer	are	affected	by	factors	
such	as	social	trends	and	improvements	in	
technology.

Our	performance	under	the	Service	Incentive	
Mechanism	(SIM)	is	not	as	good	as	our	industry	
peers	and	we	need	to	improve	this.
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Dealing�with�our�customers’�requests,�problems�and�queries�quickly�and�
efficiently�and�ensuring�the�service�they�receive�represents�value�for�money.

Consultation�feedback�

Customers	were	positive	about	our	proposals	to	be	more	
responsive	by	improving	our	retail	service.	However,	whilst	they	
wanted	improvements	they	did	not	see	why	they	should	pay	for	
them.	As	a	result	of	this	feedback	we	are	not	asking	customers	
to	pay	for	improvements	to	our	retail	service	and	consequently,	
our	investment	in	the	retail	area	will	add	nothing	to	the	average	
customer	bill	by	2020.

However,	we	are	also	investing	in	improvements	in	our	
wholesale	operation	to	reduce	the	risk	of	our	customers	
needing	to	contact	us.	If	they	do	need	to	contact	us	then	we	
will	respond	more	quickly	and	effectively.	The	impact	of	these	
improvements	to	our	wholesale	activities	will	add	£3	to	the	
average	customer	bill	by	2020.

Our regional call centre in Exeter provides a local 
point of contact for customer enquiries

OUR�PLANS�2015�-�20

�» �Further�improvement�in�customer��
satisfaction�levels�

�» Further�improvement�of�SIM�score

�» More�support�and�choice�for�non-household��
(e.g.�business)�customers�in�the�region.

“It’s an important role that 
South West Water play [...]  
in providing us with 
ongoing advice for our 
business needs.”
Small business customer from 
Exeter, Devon

“If I have a problem I need 
someone to deal with it 
there and then.”
Household customer from 
Plymouth, Devon

“I expect the call centre 
to be helpful, quick and 
knowledgeable.”
Household customer from  
Exeter, Devon
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RESPONSIVE TO CUSTOMERS

OUR	PLANS	2015-20

�Further�improvement�in�customer�
satisfaction�levels�

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Customer	overall	satisfaction		
(%) Rep 84 90

Customers	satisfaction	with	value	for	money		
(%) Rep 46 Majority

Operational	customer	contacts	resolved	first	time	
(%) £	+	/	- 89 95

Our	strategy	is	primarily	designed	to	
prevent	issues	and	problems	arising,	
avoiding	the	need	for	customers	to	
contact	us.	However,	when	a	customer	
does	need	to	contact	us,	it	is	our	aim	
to	resolve	the	matter	as	quickly	and	as	
professionally	as	possible.	

Our	wholesale	activities	are	central	to	
delivering	reduced	service	failures	and	
a	speedy	response	when	things	do	go	
wrong,	both	of	which	contribute	to	overall	
customer	satisfaction.	Our	strategies	
and	investments	described	under	the	
other	outcomes	for	this	plan	will	drive	
performance	on	this	aspect	and	will	be	
reflected	both	in	improvements	in	service	
and	a	reduction	in	contacts.	

Our	retail	activities	are	focused	on	
expanding	the	range	of	communication	
channels	we	offer	to	enable	customers	
to	access	information	in	a	greater	variety	
of	ways	(e.g.	smartphone	apps,	online	
assistance).	It	is	also	our	intention	to	
enhance	our	Customer	Relationship	
Management	(CRM)	systems.	This	will	
ensure	that	every	contact	we	have	with	
customers	is	responded	to	in	an	even	
more	structured	and	consistent	way.	

The	target	set	for	customer	satisfaction	
levels	reflects	our	aim	to	improve	on	our	
already	high	level	of	customer	satisfaction	
and	the	service	benefits	that	will	come	
from	our	other	planned	improvements	
across	wholesale	and	retail	activities.	
The	target	for	improving	our	customers’	
perceptions	of	value	for	money	has	been	
influenced	historically	by	our	high	bills.	
Again,	we	are	targeting	an	improvement	
here	in	part	through	the	wider	service	
improvements	and	also	from	the	impact	
of	the	overall	below	inflation	price	
increases	that	our	plan	will	result	in.	

Our	first	time	written	contact	resolution	is	
already	amongst	the	best	in	the	industry	
(Consumer	Council	for	Water	report	
2012-13).	We	are	aiming	to	replicate	
this	performance	across	all	the	types	of	
contacts	we	receive.

We	have	proposed	reputational	incentives	
for	both	the	customer	satisfaction	and	the	
value	for	money	measures.	The	former	is	
already	incentivised	through	the	Service	
Incentive	Mechanism	(SIM)	framework.	
For	the	latter,	a	financial	incentive	would	
be	illogical.

For	contact	resolution,	the	financial	
penalty	and	reward	incentive	will	be	
reflected	against	the	costs	for	this	in	the	
wholesale	part	of	our	business.	

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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�Further�improvement��
of�our�SIM�score�

We	recognise	that	our	customer	service	
performance	(as	measured	by	SIM),	whilst	
better	than	many	energy	and	telecoms	
businesses,	still	does	not	compare	well	
with	the	best	in	our	industry.	The	targeted	
investment	we	plan	to	make	in	improving	
customer	satisfaction,	contact	resolution	
and	our	customers’	perceptions	of	the	
value	for	money	of	our	services	are	
also	designed	to	make	a	significant	
improvement	in	our	SIM	performance.	

We	serve	a	diverse	range	of	businesses	
and	other	non-household	customers	in	
a	variety	of	sectors	including	agriculture,	
tourism,	fisheries,	manufacturing,	
government	and	defence.	A	large	number	
of	businesses	in	our	region	are	small	
and	medium	sized	enterprises	and	
their	owners’	priorities	for	water	and	
wastewater	services	are	closely	aligned	
with	those	of	our	household	customers.

Recognising	that	our	customers	should	
not	have	to	pay	to	bring	us	in	line	with	
the	rest	of	the	industry,	the	additional	
retail	activity-based	costs	for	these	
improvements	will	be	met	by	the	company	
(by	delivering	efficiencies	elsewhere)	
rather	than	through	customers’	bills.	
Our	SIM	target	reflects	our	goal	to	be	
amongst	the	best	in	the	industry.	The	
incentive	mechanism	for	this	measure	is	
already	established	within	the	regulatory	
framework	and	will	be	calculated	outside	
of	our	incentive	framework.

During	the	current	investment	period	
we	launched	our	specialist	Source	
for	Business	service.	During	2015-
20,	in	preparation	for	the	change	to	a	
competitive	market,	we	intend	to	widen	
the	services	and	tariffs	available	in		
order	to	better	meet	the	needs	of	the	
region’s	non-household	customers		
from	2017	onwards.	

For	details	see	the	section		on	‘Non-
household	Competition	&	Non-regulated	
Business’.	

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Service	Incentive	Mechanism	
(Score) £	+	/	- 70.5 85.0

More�support�and�choice�for�
non-household�(e.g.�business)��
customers�in�the�region�



page 62 southwestwater.co.uk/waterfuture

RESPONSIVE TO CUSTOMERS

The	growth	of	web-based	communication	continues	to	
open	up	new	possibilities	in	how	customers	perceive	and	
interact	with	companies	such	as	ours.
	
To	reduce	the	number	of	customer	contacts	about	
operational	events	(e.g.	roadworks,	leaks	or	bursts)	
and	provide	a	more	transparent	service	to	them	we	
launched	WaterLive	–	an	online	portal	that	provides	live	
information	on	our	daily	activities.
	
Using	a	postcode	search	users	can	find	out	the	status		
of	all	the	repairs	and	scheduled	work	in	their	areas.	
When	major	bursts	happen	we	can	update	customers		
in	specific	areas	with	up-to-the-minute	information		
on	what	is	happening,	where	bowsers	might	be		
deployed	and	what	our	repair	teams	are	doing	on	the	
ground.	It	also	provides	a	line	of	communication	for	
members	of	the	media	to	use	when	they	are	covering		
a	specific	incident.
	
The	system	has	been	running	since	2010	and	has	
gradually	been	expanded	into	one	of	the	most	
comprehensive	in	the	utility	sector.	We	are	now	
examining	future	options	such	as	showing	how	much		
we	are	investing	across	the	region,	right	down	to		
street	level.
	
Our	aim	is	to	make	WaterLive	every	customer’s	first	
port	of	call	for	information	about	our	services.	The	
feedback	we	have	had	from	many	users	shows	that	it	
is	well-received	and	it	is	clear	that	proactively	sharing	
information	helps	to	build	both	trust	and	awareness	
about	the	work	we	carry	out	to	deliver	the	services	our	
customers	rely	on.
	
WaterLive	is	being	promoted	using	branding	on	our	
fleet	of	vans,	via	our	main	company	website	and	is	also	
highlighted	on	all	customer	literature	and	bills.

CASE�STUDY:��
WATERLIVE

	

“Just to say that I’m rather impressed with 
‘WaterLive’ - I’d expect that ‘more modern 
services’ such as telecoms /electricity to have 
this sort of quality customer info - though they 
often seem lacking - so I was rather surprised 
to find a simple and informative web page 
detailing my low water pressure this morning.” 

 Customer from Ipplepen near Newton Abbot, October 2013



page 63southwestwater.co.uk/waterfuture

£
	

How�much�will�our�plans�for�Responsiveness�
to�Customers�cost?

The	base	service	cost	to	maintain	existing	service		
levels,	comprises	many	varied	and	complex	activities		
delivering	a	range	of	outcomes	and	contributes	£526		
to	the	average	2020	customer	bill.	This	covers	overheads	
such	as	administration,	transport	and	IT	as	well	as	
operational	costs	like	those	for	asset	repairs	and	
maintenance,	treatment	and	pumping	and	our	regional	
call	centre.	Our	ongoing	delivery	of	the	‘Responsive	to	
Customers’	outcome	is	an	important	component	of	our	
operation	and	is	part	of	the	base	cost	described	above.

Whilst	we	have	a	good	record	of	improving	our	customer	
service,	we	know	that	in	some	areas	we	can	improve	
further,	particularly	where	we	do	not	compare	well	with	
other	companies.	The	key	projects	we	are	planning	in	
order	to	do	this	and	meet	our	committed	performance	
levels	to	maintain	or	improve	performance	in	key	areas	
are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
for	our	wholesale	service	improvements	means	that	
their	costs	will	be	spread	over	the	expected	lifetime	
of	the	benefits	which	will	arise.	As	such	the	additive	
expenditure	in	this	area	will	add	£3	to	the	average	
customer	bill	by	2020.

Key�projects

�» Operational�systems�improvements�–�£6m

�» Communication�systems�development�–�£1m

�» SMART�metering�pilots�–�£2m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.	

+ £�3

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��

RESPONSIVE�TO�
CUSTOMERS

£3
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PROTECTING	THE	ENVIRONMENT

We�strive�to�minimise�our�impact�on�the�
environment�and�take�opportunities�to�protect�and�
improve�it�where�possible.�Our�customers�attach�a�
high�importance�to�the�environment�and�they�expect�
us�to�protect�it�at�all�times.

When	compared	to	research	findings	in	2009	there	is	now	even	
greater	concern	about	the	environment.	Our	customers	attach	
importance	to	‘minimising	any	impact	on	the	environment	
for	future	generations’	and	are	generally	supportive	of	our	
environmental	work	although	some	believe	this	is	less	important	
than	delivering	our	core	services.	

Our	research	has	shown	support	for	renewable	energy	and	
new	technologies.	This	is	something	our	future	customers,	in	
particular,	assume	we	will	make	use	of	as	a	matter	of	course.	

A	small	proportion	of	customers	indicated	they	would	be	
prepared	to	accept	a	bill	increase	to	pay	for	catchment	
management	but	more	customers	wanted	this	to	be	done	
without	affecting	bills.	Customers	were	supportive	of	spreading	
any	bill	impact	between	now	and	2025.

Key	findings	from	our	research	sample:	

�» In�their�ranking�of�priority�areas�across�the�whole�business�
our�household�customers�attached�the�following�rankings�to�
these�environmental�areas:�

-��protecting�habitats�(10th)

-��catchment�management�(12th)

-��reducing�harmful�abstraction�(14th)�

-���reducing�energy�consumption�and�our�carbon��
footprint�(17th)

�» Non-household�customers�were�similar�in�their�ranking��
of�these�priorities.

THE�PROGRESS�WE’VE�MADE�

�» Best�ever�wastewater�treatment�performance�
achieved�in�2012�(following�an�18-month�
investment�programme�at�98�wastewater�
treatment�works)

�» Improving�areas�of�moorland�and�farmland��
to�help�enhance�habitats�and�the�quality�of��
the�water�in�our�rivers�and�reservoirs

�» Reaching�the�one�million�kilowatt�hour�
milestone�for�the�amount�of�solar�power�we�
have�generated�(enough�to�power�around�250�
average�households�for�a�year)

�» Avoiding�‘major’�pollution�incidents�and�
reducing�‘significant’�incidents�since�2011.

CHALLENGES
Extreme	weather	can	increase	the	likelihood	of		
a	pollution	incident	occurring	due	to	the	pressure	
placed	on	our	assets	and	network.

New	legislation	(such	as	the	Water	Framework	
Directive)	will	require	us	to	make	further	
investments	in	our	wastewater	treatment	
processes	and	storage.

Agricultural	and	industrial	practices	can	affect		
the	quality	of	the	water	we	source	(e.g.	pesticides	
from	farms).

In	a	hilly	region	with	many	dispersed	communities	
a	lot	of	energy	is	required	to	move	water	around.
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Minimising�our�impact�on�the�world�around�us�and�taking�
steps�to�protect�and�enhance�it�where�possible.�

Consultation�feedback�

The	feedback	we	received	from	our	customers	and	stakeholders	
on	our	five-year	proposals	showed	support	for	the	committed	
performance	levels	and	associated	activities	and	initiatives	in		
this	area.	

Our	quality	regulators	(Environment	Agency,	Natural	England	
and	Drinking	Water	Inspectorate)	confirmed	that	our	committed	
performance	levels	were	aligned	with	the	requirements	of	the	
Statement	of	Obligations.

The	feedback	we	received	was	consistent	with	our	approach	
taken	in	our	proposals	and	therefore	the	additional	investment	
required	to	deliver	this	outcome	remains	at	£10.

OUR�PLANS�2015�-�20

�» Continue�to�ensure�our�water�abstraction�
activity�is�sustainable

�» �Additional�catchment�management�initiatives

�» Improve�our�treatment�processes�to�meet��
all�emerging�regulations

�» Eliminate�harmful�pollution�incidents�and�
reduce�those�that�are�less�significant

�» A�reduced�carbon�footprint.�

Canonteign Falls, Devon

“Preserving the 
environment for the  
future is important.” 
Household customer from 
Barnstaple, North Devon 

“South West Water has 
driven the environment 
agenda in this country. 
They have taken water 
thinking to places other 
water companies haven’t 
gone.”
Exeter stakeholder groups

“I agree with your 
proposals for 2015 - 
2020 with the addition 
of earlier environmental 
improvements in more 
catchment areas and 
also the reduction of 
agricultural runoff.” 
Household customer from  
St Breward, Cornwall 
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PROTECTING THE ENVIRONMENT

OUR	PLANS	2015-20

Continue�to�ensure�our�water��
abstraction�activity�is�sustainable

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Sustainable	abstractions	-	EA/WFD	classification		
(Improvements	required) Rep 0 0

Sustainable	abstractions	-	EA	water	stress	status	
(Low	/	Moderate	/	Severe) £	+	/- Moderate Moderate

Working	with	the	Environment	Agency	
and	Ofwat	it	has	been	confirmed	that	our	
abstractions	are	not	currently	classed	
as	causing	environmental	harm	under	
WFD	criteria.	We	are	therefore	in	the	
healthy	position	of	our	water	abstraction	
activities	having	a	minimal	impact	on	
the	environment.	This	means	we	are	in	a	
strong	position	once	the	new	abstraction	
incentive	mechanism	is	implemented	by	
the	Environment	Agency.	We	still	intend	to	
continue	studies	to	ensure	that	our	water	
abstractions	are	not	causing	significant	

detriment	to	our	local	environment	and	
that	we	continue	to	manage	our	licensed	
abstraction	activities	in	an	effective	and	
sustainable	way.	Our	target	reflects	our	
aim	to	maintain	our	position	in	respect	of	
the	sustainability	of	our	abstractions	for	
now	and	the	long	term.	No	abstraction	
sustainability	improvements	have	been	
identified	as	being	required.	The	financial	
penalty	proposed	would	apply	if	water	
scarcity	status	changes	and	we	do	not	
deal	with	any	issues	that	emerge.

The	second	measure	of	our	abstraction	
sustainability	is	under	the	Environment	
Agency	‘water	stress’	assessment	which	
currently	categorises	our	area	as	being	
under	moderate	stress.	A	financial	
incentive	would	apply	should	there	be	a	
change	in	status	due	to	us	not	addressing	
unsustainable	abstraction.

Additional�catchment��
management�initiatives

Catchment	management		
(Acres) Rep 2,965 8,154

Catchment	management		
(Farms) Rep 390 1,400

For	our	wholesale	water	activities,	the	
expansion	of	our	Upstream	Thinking	
programme	will	continue.	Alongside	our	
ongoing	work	with	partner	agencies	and	
organisations	to	promote	and	support	
catchment-sensitive	farming	and	land	
management	we	are	also	targeting	the	
restoration	of	an	additional	3,212	acres	
and	approximately	750	farms.	

This	has	multiple	benefits	including	
enhanced	water	quality	and	natural	water	
storage,	a	reduced	downstream	flood	
risk,	improved	biodiversity	and	carbon	
capture.	Our	cumulative	targets	reflect	
our	plans	to	deliver	a	similar	amount	of	
activity	during	2015-20	(we	are	targeting	
4,942	acres	and	390	farm	schemes	
by	2015),	although	the	nature	of	the	

individual	catchment	projects	will	result	
in	a	higher	number	of	farm	schemes	and	
less	acreage.	This	high	profile	activity,	for	
which	we	have	widely	been	recognised	as	
industry	leading	is	incentivised	by	strong	
reputational	drivers.

left: upland peat bog restoration, above: farm drainage 
improvements - both activities are examples of our  
Upstream Thinking initiative.

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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�A�reduction�in�the�number�of��
harmful�pollution�incidents

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Pollution	incidents	-	Category	1&2	
(Number	/	year) £- 4 0

Pollution	incidents	-	Category	3&4	
(Number	/	year) £+	/- 305 200

To	reduce	both	the	likelihood	and	severity	
of	potential	pollution	incidents	we	plan	
to	invest	in	our	wastewater	treatment	
processes,	pumping	stations	and	network	
monitoring	systems.	This	will	allow	
more	remote	and	real-time	monitoring	
and	control	to	prevent	potential	
incidents	occurring.	Our	Downstream	
Thinking	initiatives	(see	page	44)	will	be	

complemented	with	the	refurbishment	or	
replacement	of	strategic	sewers.		
Our	target	to	eliminate	harmful	incidents	
and	make	a	significant	reduction	in	less	
harmful	incidents	is	in	line	with	our	
long-term	aim	(by	2040)	of	being	the	
best	in	the	industry	and	will	improve	
our	standing	within	the	industry	in	this	
area	by	2020.	The	incentive	we	have	

proposed	for	serious	(Category	1	and	2)	
pollutions	means	that	we	will	suffer	a	
financial	penalty	if	we	do	not	meet	our	
performance	commitments.	The	reward	
and	penalty	incentive	we	have	proposed	
for	less	serious	(Category	3	and	4)	
pollutions	reflects	our	customers’		
clear	priority	and	willingness	to	pay		
for	improvements	in	this	area.

A�reduced�carbon�footprint� Operational	carbon	emissions		
(ktCO2e) Rep 159 150

Energy	from	renewable	sources		
(%) Rep 6 20

A	combination	of	renewable	energy	
generation	and	initiatives	to	improve	
energy	efficiency	will	deliver	a	reduction	in	
our	carbon	emissions	while	also	reducing	
costs.	We	plan	to	increase	the	amount	of	
energy	generated	on	our	own	sites	–	this	
will	include	the	development	of	the	first	of	
three	new	Advanced	Anaerobic	Digestion	
(AAD)	plants	alongside	additional	solar	

and	hydro	generation	schemes.	The	
planned	significant	increase	in	our	
renewable	energy	generation	capability	
reflects	our	ambitious	plans	which	will	
more	than	double	our	current	capacity.	
Our	Upstream	Thinking	work	on	peat	bog	
restoration	will	also	enhance	the	carbon	
capture	of	the	areas	we	restore.

Carbon	reduction	is	already	incentivised	
financially	through,	for	example,	
government	energy	taxation.	We	have	
proposed	this	as	a	reputational	incentive	
within	our	framework.	Our	2020	target	
for	operational	carbon	emissions	also	
includes	those	from	chemical	usage	
(not	included	in	figure	for	current	
performance).

Improve�our�treatment�processes�
to�meet�all�emerging�regulations

Wastewater	treatment	works	numeric	
compliance	(%) £- 97.1 100.0

Wastewater	population	equivalent	sanitary	
compliance	(%) Rep 99.98 100.00

Descriptive	treatment	works	compliance		
(%) £- 92.3 100.0

We	will	continue	to	invest	in	our	
wastewater	treatment	processes	to	make	
sure	that	we	meet	increasing	regulatory	
requirements	over	the	next	25	years.		
Our	focus	during	2015-20	will	be	on	
reducing	phosphorus,	ammonia,	‘priority’	
and	‘priority	hazardous’	substances	in		
the	treated	effluents	we	return	to	the	
water	environment.

In	conjunction	with	the	Environment	
Agency	we	have	identified	18	schemes	
to	improve	the	quality	of	treated	effluent	
from	a	number	of	our	treatment	sites.	

This	will	help	improve	the	water	quality	
of	a	significant	number	of	rivers.	We	will	
also	be	involved	in	innovative	national	
investigations	into	priority	hazardous	
control	substances	and	new	ways	of	
reducing	phosphorus	to	very	low	levels	
within	our	effluents.	

Our	proposed	river	water	quality	target		
for	2020	reflects	the	specific	scheme	
outputs	as	set	out	in	our	current	plans.	
This	target	has	been	included	in	our	
‘Benefiting	the	Community’	outcome		
due	to	the	recreational	and	amenity	

benefits	from	the	planned	improvements.	
The	final	NEP	is	subject	to	confirmation	in	
January	2016.

Our	proposed	incentive	for	our	numeric	
and	descriptive	compliance	measures	
have	a	financial	penalty	due	to	the	
significant	incremental	cost	in	this	area.	
The	population	equivalent	measure	
is	a	component	of	the	asset	reliability	
measure	and	is	addressed	elsewhere	in	
our	framework.

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Sustainable	abstractions	-	EA/WFD	classification		
(Improvements	required) Rep 0 0

Sustainable	abstractions	-	EA	water	stress	status	
(Low	/	Moderate	/	Severe) £	+	/- Moderate Moderate
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PROTECTING THE ENVIRONMENT

At	present	we	treat	and	recycle	biosolids	for	use	on	
agricultural	land	through	conventional	anaerobic	
digestion	processes	and	lime	treatment	systems.		
This	takes	place	at	a	number	of	treatment	centres	
spread	across	the	region.	Lime	treatment	systems	in	
particular	are	not	sustainable	in	the	long	term	because	
there	are	limited	opportunities	to	recycle	limed	product	
to	agricultural	land.	The	process	is	also	costly	and	has		
a	higher	carbon	footprint.	

Advanced	Anaerobic	Digestion	(AAD)	is	similar	to	
anaerobic	digestion	in	that	it	involves	heating	the	sludge	
and	generating	biogas,	which	can	be	used	to	produce	
renewable	energy	for	use	on	site	or	export	to	the	
national	grid.	However,	AAD	also	kills	more	pathogens	
than	conventional	digestion,	produces	more	energy	and	
produces	sludge	that	can	be	more	widely	used	on	land.	

In	order	to	provide	a	more	sustainable	approach	to	our	
recycling,	our	vision	is	to	upgrade	and	rationalise	our	
sludge	treatment	centres	to	utilise	AAD.	

In	the	interests	of	moving	at	an	affordable	pace,	we	are	
proposing	a	phased	approach	that	will	develop	three	
AAD	facilities	to	serve	the	region	over	the	next	15	years	
with	a	site	in	Plymouth	being	the	first.	The	expanded	
treatment	centre	will	utilise	an	advanced	odour	control	
system	and	a	new	enhanced	treated	product	will	be	
available	to	farmers.	The	plant	will	take	two	years	to	
design	and	build	and	will	be	operational	by	1	April	2017.	

The	AAD	plant	will	serve	the	sludge	processing	needs		
of	a	significant	number	of	our	sites	across	the	centre	
of	our	region	including	the	four	treatment	works	in	
Plymouth	which	process	sludge	–	Radford,	Central,	
Camels	Head	and	Ernesettle.	While	this	may	reduce	
odour	problems	at	these	four	works,	the	new	AAD	plant	
will	represent	a	significant	increase	in	sludge	treatment	
capacity	in	the	area.

The	benefits	of	the	AAD	proposals	include:

�» Supporting�future�growth�in�the�Plymouth�area��
(e.g.�Sherford)

�» Significant�operational�expenditure�savings

�» Renewable�energy�generation�

�» More�sustainable�process

�» Reduced�odour�contacts

�» Production�of�an�enhanced�biosolids�product.

The	scheme	represents	an	approximate	£30	million	
investment.

CASE�STUDY:��
ADVANCED	ANAEROBIC	DIGESTION

	

Above: The enhanced 
biosolids product will be 
available to farmers

Right: Conventional 
anaerobic digestion plant
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£
	

How�much�will�our�plans�for�Protecting�the�
Environment�cost?

The	base	service	cost	to	maintain	existing	service		
levels,	comprises	many	varied	and	complex	activities		
delivering	a	range	of	outcomes	and	contributes	£526		
to	the	average	2020	customer	bill.	This	covers	both	day	
to	day	costs	and	overheads	for	activities	like	pumping,	
treatment,	asset	maintenance,	administration,	transport	
and	IT.	Our	ongoing	delivery	of	the	‘Protecting	the	
Environment’	outcome	is	an	important	component	of	our	
operation	and	is	part	of	the	base	cost	described	above.

The	key	projects	we	are	planning	in	order	to	do	this	and	
meet	our	committed	performance	levels	to	maintain	or	
improve	performance	in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£10	to	the	
average	customer	bill	by	2020.

Key�projects

�» Upstream�Thinking�–�£14m

�» Renewable�energy�schemes�–�£14m�

�» Water�Framework�Directive�–�£40m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.	

+ £�10

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��

PROTECTING�THE�
ENVIRONMENT

£10
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BENEFITING	THE	COMMUNITY

The�South�West�is�blessed�with�a�unique�natural�
environment�that�has�shaped�the�culture,�economy�
and�lifestyle�of�the�region�while�providing�the�focus�
for�a�thriving�tourism�and�hospitality�industry.�The�
provision�of�effective�drinking�and�wastewater�
services�is�essential�for�the�health�of�all�our�
customers,�the�communities�they�are�part�of�and�the�
environment�around�them.�Furthermore,�as�a�local�
employer�and�investor�in�our�region,�our�activities�
contribute�to�economic�growth�in�the�region.�

The	results	of	our	research	work	clearly	show	the	value	
customers	and	stakeholders	place	on	our	activities	having		
a	positive	effect	on	the	community	and	regional	economy.	

There	is	an	appreciation	of	the	significant	improvement	to	the	
cleanliness	of	beaches	and	rivers	in	recent	years.	However,	
satisfaction,	monitored	through	our	tracking	survey,	remains		
low	for	both	bathing	and	river	water	quality.

Maintaining	river	and	bathing	water	quality	is	seen	as	vital	for	the	
economy,	especially	in	regards	to	tourism.	Household	and	non-
household	customers	also	express	a	personal	enjoyment	for	the	
protection	of	these	natural	assets.	
	
Key	findings	from	our	research	sample:	

�» 70%�of�household�customers�and�61%�of�non-household�
customers�consider�‘removing�bacteria�and�viruses�from�
SWW’s�treated�returns�into�the�environment�as�an�important�
priority�for�investment

�» 55%�of�customers�are�satisfied�with�the�quality�of�bathing�
water�and�51%�with�river�quality

�» The�most�common�reasons�given�for�dissatisfaction�with�
the�quality�of�the�bathing�waters�were�‘sewage�outlets�/�raw�
sewage’�and�‘dirty�/�needs�more�cleaning’

�» For�river�quality�the�three�most�common�responses�were:�
‘dirty�/�needs�more�cleaning’,�‘untreated�sewage�in�river’��
and�‘pollution�problems’.

CHALLENGES

THE�PROGRESS�WE’VE�MADE�

�» Dramatic�improvements�in�coastal�water�
quality�following�our�£2�billion�Clean�Sweep�
scheme

�» Building�links�with�the�region’s�educational�
establishments�to�help�improve�skills�in�areas�
such�as�science,�technology,�engineering��
and�maths

�» Creating�access�and�facilities�for�people�
to�enjoy�the�region’s�lakes�and�waterways�
(through�the�South�West�Lakes�Trust).

Ensuring	we	have	sufficient	skilled	employees	
for	our	long-term	business.

Ensuring	our	activities	contribute	to	improvements	
to	the	quality	of	the	rivers	in	our	region.

Emerging	legislation	such	as	the	revised		
Bathing	Waters	Directive	and	revised		
Shellfish	Waters	Directive.
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Consultation�feedback�

During	the	development	of	our	plan	we	tested	our	approach	
to	investment	in	bathing	and	shellfish	waters.	This	approach	
involved	only	investing	where	our	assets	were	the	main	driver	of	
the	bathing	and	shellfish	water	quality.	For	any	other	potential	
investment	we	proposed	to	investigate	first	to	determine	the	
need	and	likely	scale	of	investment.	Our	customers	supported	
this	approach.	The	investment	programme	is	also	aligned	with	
our	environmental	regulators’	expectations	in	this	area.

 

Having�a�positive�long-term�effect�on�the�economy,�
people�and�quality�of�life�in�the�region.�

Brixham, Devon

OUR�PLANS�2015�-�20

�» Increased�protection�for�bathing�water�and�
shellfish�water�quality�

�» Increased�protection�for�the�region’s�rivers

�» New�educational�and�apprenticeship�
opportunities�for�young�people�in�the�region

�» Support�for�recreational�and�leisure�activities

�» Support�the�regional�economy�through�our�
ongoing�service�delivery,�planned�investments�
and�improvements.

“(The council) especially 
approved your 
environmental aim of 
protecting the beaches, 
rivers and bathing waters 
from the risk of pollution 
caused when your sewers 
become overwhelmed 
during wet weather, 
particularly within the 
Wembury Parish.” 
Wembury Parish Council, Devon

“The European Union’s 
revised Bathing Water 
Directive, which comes into 
force in 2015, ensures a 
continued commitment to 
the highest standards of 
bathing water in the United 
Kingdom and elsewhere 
in the EU. Beaches across 
the South West have a 
huge economic importance 
to our region and it is 
essential consumers are 
protected when bathing. 
The Region has seen 
significant improvements 
on last year’s water quality 
results with investments 
continuing to support 
numerous schemes along 
the coastline.”
Julie Girling
MEP for South West England and 
Gibraltar

“I want a friendly face in 
the community. Not a 
faceless conglomerate.” 
Household customer from  
Exeter, Devon 
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BENEFITING THE COMMUNITY

OUR	PLANS	2015-20

Increased�protection�for��
bathing�water�and�shellfish�
water�quality�

Increased�protection�for��
the�region’s�rivers

New�educational�and�
apprenticeship�opportunities��
for�young�people�in�the�region

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Bathing	water	quality		
(%) £	+	/- 91 100

Combined	sewer	overflow	spills		
(Number	/	year) 2020+ 2020+ 2020+

In	line	with	emerging	legislation	such	as	
the	revised	Bathing	Water	and	Shellfish	
Water	Directives	we	plan	to	carry	out	
targeted	improvements	to	our	wastewater	
treatment	assets,	primarily	those	with	
a	potential	effect	on	our	region’s	prized	
shellfish	beds.	The	majority	of	these	are	
located	in	estuarine	areas	along	the	south	
coast	of	our	peninsula.	Our	improvements	
will	benefit	the	fisheries	in	11	estuaries	
and	help	support	the	growth	of	this	
important	part	of	the	regional	economy.	
We	will	also	invest	in	enhancements	to	
our	monitoring	and	control	technologies	

Our	plans	to	improve	the	level	of	
treatment	at	a	number	of	wastewater	
treatment	works	in	order	to	meet	
new	regulations	are	described	in	the	
‘Protecting	the	Environment’	outcome	
section.	These	improvements	will	also	
support	the	‘Benefiting	the	Community’	
outcome	because	of	the	recreational	

To	support	economic	sustainability	for	
our	business	and	our	region	we	plan	to	
expand	our	apprenticeship	programme	
during	2015-20	while	also	promoting	and	
supporting	employee	development.	

to	provide	early	warning	of	potential	
sewer	overflows	in	these	areas.

Recognising	the	need	to	keep	our	
customers’	bills	affordable,	our		
approach	to	wastewater	treatment	
process	improvements	will	be	phased.	
We	will	continue	to	work	with	the	
Environment	Agency	and	Natural		
England	to	identify	and	evaluate	further	
necessary	improvements.

Our	bathing	water	target	is	based	on	
those	waters	where	our	activities	are	
the	predominant	factor	affecting	bathing	

benefits	such	as	bird	watching,	fishing	
and	habitat	improvement.	The	2020	target	
for	this	measure	reflects	the	length	of	
river	that	will	benefit	from	the	improved	
quality	of	treated	effluent	discharges	from	
a	number	of	our	wastewater	treatment	
works.	As	there	are	other	factors	that	
affect	river	water	quality	and	there	are	

We	are	also	actively	involved	in	the	
creation	of	the	new	South	Devon	
University	Technical	College	(UTC)	which	
will	open	in	Newton	Abbot	in	2015.		
This	will	help	shape	the	South	West’s	next	
generation	of	scientists	and	engineers.

water	quality	and	our	aim	to	comply	with	
the	government	target	of	meeting	at	least	
the	‘sufficient’	standard.	

We	have	proposed	a	financial	reward	and	
penalty	incentive	due	to	the	clear	customer	
willingness	to	pay	for	improvements	and	
the	potential	for	additional	investment	as	
evidence	changes.	

Our	measurement	for	combined	sewer	
overflows	requires	development	during	
2015-20	and	may	be	implemented	
thereafter.

subjective	elements	of	the	measure,	we	
have	proposed	a	reputational	incentive.

River	water	quality	improved		
(km) Rep 169 800

Community	scorecard	
(%	of	component	measures*	achieved) KPI Majority Majority
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Support�the�regional�economy�
through�our�ongoing�service�
delivery,�planned�investments�
and�improvements.

The	recreational	opportunities	and	
facilities	available	at	our	region’s	
reservoirs	are	managed	on	our	behalf	
by	the	charity	South	West	Lakes	Trust	
(SWLT).	We	will	continue	to	support	their	
aims	and	activities	during	2015-20.	This	
will	include	the	continuing	maintenance	
and	development	of	the	facilities	at	
recreational	sites	to	support	the	growth		
of	visitor	numbers.	

See	www.swlakestrust.org.uk	for	more	
information.

Our	regional	investment	and	provision	
of	essential	water	and	wastewater	
services	are	important	factors	in	the	
sustained	growth	of	our	regional	
economy.	In	particular,	our	delivery	of	
services	which	protect	and	improve	the	
natural	environment	(such	as	rivers,	
shellfisheries	and	bathing	waters),	in	turn	
support	tourist	and	fishing	industries.	
The	employment	we	provide,	along	with	
our	use	of	the	local	supply	chain,	help	
underpin	the	regional	economy.

The	range	of	measures	and	targets	
proposed	for	our	community	scorecard	
represent	the	diversity	of	our	activities,	
investments	and	plans	that	provide	
benefit	to	our	regional	community	that	we	
have	discussed	with	our	customers	and	
stakeholders	through	focus	groups.		
We	will	use	our	scorecard	as	a	KPI	as	
there	are	no	significant	incremental	
activities	planned	and	our	customers		
did	not	support	financial	incentives	in		
this	area.	

The	value	of	our	services	to	the	economy	
of	our	region	has	been	established	
independently	(Plymouth	Business	
School,	2013)	and	expressed	in	terms	
of	jobs	or	gross	value	added.	Our	target	
is	to	increase	our	impact	under	this	
assessment	by	2020.	The	measure	is	not	
suitable	for	a	financial	incentive	and	will	
be	used	as	a	key	performance	indicator.

*		Component	measures	of	community	
scorecard:

•	Employee	satisfaction	levels	
•	Number	of	training	days	
•	Number	of	apprentices	
•	Staff	attendance	levels	
•	Staff	productivity	
•	Investors	in	people	standard	
•	Accidents	(RIDDORs)	at	work	
•	Number	of	volunteer	days	
•	Visitor	numbers	at	recreational	sites	
•	Sponsorship	grants	to	local	community.	

�Support�for�recreational��
and�leisure�activities

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Community	scorecard	
(%	of	component	measures*	achieved) KPI Majority Majority

Top: Many of our reservoirs are popular for coarse and game angling 
Above: Wakeboarding at Siblyback Reservoir in Cornwall  

River	water	quality	improved		
(km) Rep 169 800 Benefit	value	to	the	regional	economy	

(Number	of	jobs) KPI 4,563 Increase

Community	scorecard	
(%	of	component	measures*	achieved) KPI Majority Majority

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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BENEFITING THE COMMUNITY

Along	with	a	number	of	other	local	employers,	we	are	
in	partnership	with	South	Devon	College	and	Exeter	
University	in	the	development	of	a	new	University	
Technical	College	(UTC)	planned	for	opening	in	2015		
in	Newton	Abbot.

The	South	Devon	UTC,	one	of	the	first	of	its	kind	across	
the	country,	is	an	exciting	new	educational	institution	
offering	students	from	year	10	to	year	13	the	opportunity	
to	focus	on	science	and	engineering	subjects	in	a	
specialist	environment.	

We	are	actively	involved	in	shaping	the	curriculum	
and	will	provide	mentoring	and	work	experience	to	
promote	‘work	readiness’	and	ultimately	increase	the	
employability	of	our	young	people.	

The�South�Devon�UTC�will�help�create��
the�region’s�next�generation�of�engineers��
and�scientists�and�become�a�pipeline�for�
future�South�West�Water�apprentices��
and�employees.

CASE�STUDY:��
ACADEMIC	PARTNERSHIPS
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£
	

How�much�will�our�plans�for�Benefiting��
the�Community�cost?

The	base	service	cost	to	maintain	existing	service		
levels,	comprises	many	varied	and	complex	activities		
delivering	a	range	of	outcomes	and	contributes	£526		
to	the	average	2020	customer	bill.	This	covers	the		
costs	of	maintenance	of	our	above	and	below	ground	
assets,	our	day	to	day	running	costs	such	as	chemicals,	
energy	and	manpower	and	overheads	such	as	transport,	
IT	and	laboratory	services.	Our	ongoing	delivery	of	the	
‘Benefiting	the	Community’	outcome	is	an	important	
component	of	our	operation	and	is	part	of	the	base	cost	
described	above.

The	key	projects	we	are	planning	in	order	to	do	this	and	
meet	our	committed	performance	levels	to	maintain	or	
improve	performance	in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£7	to	the	average	
customer	bill	by	2020.

Key�projects

�» Bathing�waters��–�£42m

�» Shellfish�waters�–�£31m

�» Recreation�and�amenities�–�£2m

�» Health�and�safety�–�£24m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.	

+ £7

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��

BENEFITING�THE�
COMMUNITY

£7
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FAIR	CHARGING

Our�customers�rightly�expect�value�for�money�for�
the�services�we�deliver.�Our�region�faces�higher�
than�average�water�and�sewerage�bills,�an�issue�
exacerbated�by�lower�than�average�incomes.�
Tackling�water�poverty�and�reducing�bad�debt�are�
key�concerns�for�us�and�we�must�do�everything�
we�can�to�keep�our�costs�as�low�as�possible�while�
ensuring�high�quality�levels�of�service.�

Our	customer	satisfaction	survey	shows	that	85%	of	customers	
are	satisfied	with	their	service	and	this	was	also	supported	by	
our	recent	engagement	and	research.	However,	less	than	50%	
of	our	customers	are	satisfied	with	the	value	for	money	our	
services	represent	-	a	reflection	of	our	historical	high	bills.

Our	customers	have	also	told	us	that	we	should	be	making	use	
of	new	technologies	in	order	to	keep	costs	down	and	be	more	
effective	and	efficient.	Furthermore,	they	believe	that	renewable	
energy	and	catchment	management	will	help	save	money	over	
the	long	term.

The	wide-scale	use	of	SMART	metering	technology	was	ranked	
as	a	low	priority	by	our	customers	and	only	a	small	proportion	of	
them	indicated	they	would	be	prepared	to	accept	a	bill	increase	
for	investment	in	this	area.

In	terms	of	our	overall	plan	for	2015-20,	we	have	recently	tested	
its	acceptability	with	customers.	

�» 84%�found�our�proposals�acceptable�or�very�acceptable.

CHALLENGES

THE�PROGRESS�WE’VE�MADE�

�» Improving�our�efficiency�using�innovative�
remote�communication�technologies��
(the	PUROS	project,	see	page	80)

�» One�of�the�first�companies�to�introduce��
a�social�tariff

�» Achieving�among�the�lowest�costs�of�financing�
in�the�industry

�» The�percentage�of�our�customers�who�are�
metered�to�almost�80%.

The	impact	of	rising	costs	of	raw	materials,		
energy	and	chemicals	due	to	global	factors.

The	need	for	more	public	awareness	about	the	
extent	and	complexity	of	our	activities.

The	major	operational	cost	of	pumping	to	move	
wastewater	and	drinking	water	around	our	
networks	and	the	impact	wet	weather	can	have		
on	this.

Some	of	our	treatment	processes	have	to	employ	
extra	stages	to	ensure	quality	standards	are	
achieved	-	this	can	add	to	our	operating	costs.
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Being�efficient�in�order�to�keep�our�costs�as�low�as�possible�and�
offering�support�to�those�who�struggle�to�pay.�

Consultation�feedback�

During	the	development	of	our	plan	we	proposed	an	option	to	
promote	compulsory	metering	and	possibly	also	the	widespread	
adoption	of	SMART	metering	technology.	

Although	most	customers	believe	that	metering	is	the	fairest	
way	to	pay	for	what	they	use,	they	generally	dislike	compulsory	
metering	and	believe	that	switching	to	a	meter	should	still	be		
a	choice	as	they	have	genuine	concerns	about	affordability.		
The	widespread	adoption	of	SMART	metering	was	not	generally	
supported	by	customers.

Therefore,	during	2015-20	switching	to	a	meter	will	still	be	
voluntary	and	a	matter	of	customer	choice.	We	will	continue	to	
promote	metering	alongside	our	affordability	schemes	and	social	
tariff	so	customers	can	make	the	right	choices.	Rather	than	the	
widespread	use	of	SMART	metering	we	plan	to	complete	small	
scale	trials	first	to	confirm	the	reliability	and	benefits	of	the	
technology.	As	a	result	of	these	changes,	the	average	bill	impact	
of	our	plans	has	reduced	from	£3	to	£1.

Customers	agreed	that	we	should	make	use	of	new	technology	
to	keep	costs	down	.	We	will	seek	to	do	this	through	our	ongoing	
operational	efficiency	programme.

OUR�PLANS�2015�-�20

�» Further�operational�efficiencies

�» Continued�support�for�customers�who�
struggle�to�pay

�» Increased�metering�and�support�for��
water�efficiency

�» Efficient�financing�and�a�balanced�plan�
supported�by�customers,�stakeholders��
and�regulators.

“I am on a low income 
myself and my bills are 
going up again. We should 
have a choice if we want  
to help other people.” 
Household customer from 
Paignton, Devon 

“As a Cornwall resident I 
would like to see the cost 
of water to be kept down.” 
Household customer from 
Cornwall 

“Work should be done over 
a longer period, perhaps 
on an essential/urgent 
basis only. Something 
must be done to keep 
these costs down to a 
more reasonable level 
when large numbers of 
people are seeing a fall  
in their real incomes.”
Household customer from  
Exeter, Devon 

“Enough is enough. Get 
back to basics and cut 
your overheads.”
Household customer,  
Okehampton area, West Devon 
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FAIR CHARGING

OUR	PLANS	2015-20

Further�operational�efficiencies

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

Total	expenditure	efficiency	indicator		
(%) KPI 2010-15	

target	on	track
2015-20	

target	met

Cost	of	treating	drinking	water		
(£	/	Ml)

KPI 62 60

Customers	assisted	by	our	water	poverty	
initiatives	(Number) Rep 21,100 23,210

Our	plans	will	target	innovative	ways	
to	reduce	our	costs	and	mitigate	the	
impact	of	potential	volatility	in	the	price	
of	energy,	fuel,	chemicals	and	the	other	
raw	materials	essential	to	our	operations.	
Low-cost	sustainable	solutions	are	an	
integral	part	of	our	strategy	-	the	activities	
outlined	in	our	Upstream	Thinking	and	
Downstream	Thinking	initiatives	are	
examples.

Furthermore,	the	adoption	of	new	or	
enhanced	technologies	in	areas	such	

We	already	have	a	number	of	schemes	
to	assist	those	with	genuine	affordability	
issues.	These	include	WaterCare+,	
ReStart,	the	FreshStart	Fund	and	
initiatives	alongside	the	Citizens	Advice	
Bureau.	It	is	our	intention	to	continue	
these	initiatives	during	2015-20,	alongside	
the	new	social	tariff,	rolled	out	in	2013	/14	
to	help	those	in	the	most	need.	

as	network	remote	monitoring	and	
control	will	help	to	bring	down	our	costs	
in	the	long	term.	This	is	in	line	with	the	
expectation	of	our	customers	that	we	
should	not	delay	investments	that,	if	not	
made,	would	result	in	a	more	expensive	
bill	impact	in	future	years.	

Our	long-term	aim	is	to	lead	the	industry	
in	terms	of	efficiency.	We	have	made	
excellent	progress	over	recent	years	and	
during	2015-20	plan	to	continue	this	
trend.	Our	efficiency	target	reflects	our	

We	have	shown	industry	leadership	in	
assisting	customers	who	are	in	water	
poverty	and	our	long-term	aim	is	to	assist	
the	majority	of	such	customers.	Our	2020	
target	will	increase	our	current	level	of	
assistance	by	10%	and	is	a	significant	step	
towards	our	long-term	goal.	

‘totex’	approach	and	we	will	use	this	as	
a	key	performance	indicator	alongside	
other	financial	measures	and	existing	
incentives.

Our	drinking	water	treatment	cost	target	
reflects	our	long-term	aim	of	being	an	
industry	leader.	The	use	of	advanced	
and	more	efficient	technologies	will	
help	us	achieve	this.	We	will	monitor	our	
progress	against	this	measure	as	a	key	
performance	indicator.

There	are	clear	factors	in	the	South	
West	region,	with	significant	areas	of	
financial	deprivation	and	our	historical	
high	bills,	which	will	naturally	influence	
our	reputation	for	assisting	customers	
who	struggle	to	pay.	As	a	result,	we	have	
proposed	a	reputational	incentive	for		
this	measure.	

Support�for�customers�who�
struggle�to�pay�

Incentive�types
£�+/-� Financial:	reward	and	penalty
£-� Financial:	penalty	
Rep� Reputational
KPI� Key	Performance	Indicator
2020+� �Being	measured	and	incentivised	

post	2020
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Increased�metering�and�support�
for�water�efficiency�

Interest	rates		
(%) KPI 	4.1 Industry	

leading

Customers	paying	a	metered	bill		
(%) Rep 77	 85

Customers	with	a	SMART	meter KPI Less		
than	1%

Pilot		
complete

Customer	water	consumption	levels		
(l	itres/	head	/day) KPI 136 123

MEASURE INCENTIVE 
TYPE CURRENT 2020 

TARGET

More	than	three	quarters	of	our	
customers	are	currently	on	a	meter.	
The	majority	of	our	customers	feel	that	
more	metering	would	be	fairer	however	
there	are	mixed	attitudes	about	making	
it	obligatory	as	our	customers	value	
having	the	choice.	During	2015-20	it	is	our	
intention	to	continue	offering	standard	
free	meter	installation	on	request.	Our	
research	showed	our	customers	were	
not	supportive	of	wide-scale	SMART	
metering,	so	we	plan	to	carry	out	trials	in	
three	new	housing	developments	in	order	
to	inform	our	future	strategy.	

Furthermore,	we	actively	promote	
and	support	water	efficiency	with	our	
household	and	business	customers.	This	
includes	water	use	reviews	for	business	
customers	and	those	with	affordability	
issues,	providing	free	water-saving	
devices,	providing	online	guidance	
and	water	efficiency	promotional	talks	
and	material.	Our	customers’	average	
consumption	is	already	one	of	the	lowest	
in	the	industry	and	on	track	to	deliver		
the	government	aspirational	target	of		
130	litres	per	person	per	day	by	2016,	
largely	driven	by	our	high	customer		
meter	penetration.

We	plan	to	continue	our	progressive	
customer	metering	programme	in	2015-
20.	As	this	does	not	include	significant	
incremental	cost	we	have	proposed	a	
reputational	incentive.

Our	target	for	SMART	metering	pilots	will	
inform	our	long-term	strategy.	We	will	
track	the	progress	of	the	pilots	as	a	key	
performance	indicator.

Ensuring	that	our	plan	is	balanced	
in	how	it	addresses	customer	and	
stakeholder	priorities,	as	well	as	meeting	
our	statutory	obligations,	has	been	our	
focus	throughout	its	development.	This	
is	an	essential	factor	in	ensuring	that	the	
bill	charges	that	are	required	in	order	
to	deliver	our	plans	are	seen	as	fair.	
The	support	of	our	plans	by	the	WFCP,	
the	DWI	and	the	Environment	Agency	
have	already	underlined	our	success	
in	achieving	this	aim.	Furthermore,	the	
positive	acceptance	of	our	plans	by	our	
customers	-	84%	of	them	-	confirms	that	
this	has	been	achieved.	

Our	ability	to	finance	our	investment	
and	activities	is	dependent	on	borrowing	
money	from	lending	institutions,	as	
well	as	relying	on	revenue	from	our	
paying	customers	and	investment	from	
shareholders.	The	interest	we	pay	on	
lending	has	a	significant	impact	on	our	
overall	financing	and	ultimately	what	
money	we	have	to	recover	from	our	
customers	through	our	charges.	We	have	
an	excellent	track	record	of	securing	
competitive	long-term	rates	for	lending	
which,	in	turn,	benefits	our	customers	
through	lower	bills.	Our	2020	target	
reflects	our	forecast	cost	of	borrowing	

based	on	existing	long-term	loan	
arrangements	and	a	continuation	of		
our	strong	performance	in	this	area,	
despite	a	tough	economic	climate.	
The	measure	will	be	tracked	as	a	key	
performance	indicator.

Efficient�financing�and�a�balanced�
plan�supported�by�customers,�
stakeholders�and�regulators�
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FAIR CHARGING

CASE�STUDY:��
PUROS	and	iOps

	

The control centre in Exeter is the hub for 
operational communications

To	deliver	operational	efficiencies	we	introduced	PUROS	
(Phased	Utilisation	of	Remote	Operating	Systems)	in	2010.	

From	a	central	hub,	PUROS	enables	us	to	monitor	and	
manage	our	networks	and	assets	remotely.	With	data	and	
information	services	optimised,	field	staff	can	be	sent	to	
where	they	are	needed	most.	This	improves	productivity	
and,	in	turn,	reduces	the	likelihood	of	service	failures.	

By	2015	PUROS	is	expected	to	have	delivered	sustainable	
cost	reductions	of	£9	million	per	annum.	Furthermore,	the	
programme	is	helping	to	expand	the	range	of	skills	offered	
by	individual	members	of	the	operational	teams.	

Building	on	this	success,	we	will	extend	our	operational	
efficiency	programme,	with	a	new	initiative	‘Intelligent	
Operations’	(iOps)	during	2015-20.	This	will	include	a	range	
of	projects	which	will	target	further	optimisation		
of	our	work	scheduling	platform,	new	systems	to	improve	
our	logistics	activities	and	investment	in	sensing		
and	remote	control	technology	to	further	develop	our	
network	operations.
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£
	

How�much�will�our�plans�for�Fair�Charging�
cost?

The	base	service	cost	to	maintain	existing	service		
levels,	comprises	many	varied	and	complex	activities		
delivering	a	range	of	outcomes	and	contributes	£526		
to	the	average	2020	customer	bill.	This	covers	the		
costs	of	maintenance	of	our	above	and	below	ground	
assets,	our	day	to	day	running	costs	such	as	chemicals,	
energy	and	manpower	and	overheads	such	as	rates,	
administration	and	laboratory	services.	Our	ongoing	
delivery	of	the	‘Fair	Charging’	outcome	is	an	important	
component	of	our	operation	and	is	part	of	the	base	cost	
described	above.

The	key	projects	we	are	planning	in	order	to	do	this	and	
meet	our	committed	performance	levels	to	maintain	or	
improve	performance	in	key	areas	are	shown	opposite.

Average�bill�impact

Our	approach	to	financing	additional	project	expenditure	
means	that	their	costs	will	be	spread	over	the	expected	
lifetime	of	the	benefits	which	will	arise.	As	such	the	
additive	expenditure	in	this	area	will	add	£1	to	the	
average	customer	bill	by	2020.

Key�projects

�» SMART�metering�–�£2m

�» iOps�–�£11m

�» Debt�management�initiatives�–�£3m

These	consist	of	both	the	ongoing	base	costs,	as	well		
as	additional	/	incremental	costs	for	delivering	
customers’	and	stakeholders’	priorities	for	improvement.	

+ £�1

DELIVERING	OUR	BASE	SERVICE

INVESTMENT�&�ACTIVITIES��

FAIR�
CHARGING

£1
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Transparency�and�openness�about�delivery�
performance�are�fundamental�requirements�
for�all�providers�of�essential�public�services,�
including�those�in�the�water�industry.�We�already�
have�well�established�processes�in�place�for�this�
and�recognise�its�importance�to�our�customers,�
investors�and�stakeholders.

We�also�have�a�strong�record�of�sharing�the�
benefits�of�excellent�delivery�performance�with�
our�customers.�Most�recently,�in�2013,�the�strong�
operational�and�financial�outperformance�in�the�
current�investment�period�provided�the�opportunity�
for�us�to�reinvest�circa�£60m�in�improving�services�
for�the�benefit�of�our�customers.

Our�proposed�new�performance�sharing�and�
reporting�framework�‘WaterShare’�represents��
an�evolutionary�step�to�greater�transparency��
and�openness.

We	are	proposing	a	framework	which	allows	for	sharing	of	
excellent	performance	and	potential	gains	in	a	timely	manner	
with	customers.	We	also	believe	that	an	approach	that	allows	
risks	to	be	clearly	articulated	when	they	manifest	themselves	
and	describes	how	the	company	intends	to	manage	them		
is	critical	for	customer	and	shareholder	confidence	in		
our	business.	

We	have	developed	a	new	framework	WaterShare	that:

�» calculates�and�apportions�between�customers�and�
stakeholders:�

	 -	good	performance	over	and	above	expectations

	 -	other	areas	of	risk	and	opportunity

�» appropriately�shares�net�benefits�to�customers,�or�highlights�
clearly�the�requirement�for�regulatory�assessment�of�a�net�
pain�position

�» reports�and�tracks�annually�performance.

The	WaterShare	framework	will	allow	customers	to	potentially	
gain	‘in	period’	from:

�» outperformance�of�targeted�cost�base�efficiency

�» bettering�our�performance�commitments�in�relation��
to�outcomes

�» other�areas�of�risk�and�opportunity.

We	also	consider	it	important	that	when	new	obligations	
(legislative	requirements)	may	result	in	additional	costs	for	our	
business,	this	is	articulated	clearly	to	our	customers.	However,	
rather	than	simply	looking	to	pass	such	costs	on	to	them	straight	
away,	we	would	take	a	holistic	view	of	our	business	to	ensure	
that	we	use	opportunities,	such	as	outperformance	elsewhere,		
to	absorb	as	many	of	them	as	possible	in	the	short	term.

MEASURING	&	SHARING		
PERFORMANCE

SHARING
FOR	SHAREHOLDERS
TRANSLATES	INTO
HIGHER PROFITS
AND	LARGER
DIVIDENDS

SHARING
FOR	CUSTOMERS
TRANSLATES	INTO
LOWER BILLS
AND	IMPROVED
SERVICES
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Outperformance�of�targeted�cost�base�efficiency

We	have	targeted	at	least	a	2.5%	per	annum	operational	cost	and	
5.5%	overall	capital	cost	efficiency	on	our	cost	base	for	2015-20	
to	help	keep	prices	down	for	customers.	Where	we	can	deliver	
greater	efficiency	this	will	be	shared	on	a	50:50	basis	between	
customers	and	shareholders.	

Bettering�our�performance�commitments�in�
relation�to�outcomes�

Our	performance	in	the	delivery	of	the	outcomes	described	in	
this	document	will	be	a	key	component	of	WaterShare.		
As	described	elsewhere,	we	have	established	measures	of	
success	and	performance	commitments	for	all	eight	outcomes,	
along	with	specific	incentives	for	delivery.	The	successful	delivery	
of	the	outcomes	will	result	in	benefits	which	will	be	shared	
between	customers	and	shareholders.

We	have	balanced	financial	incentives,	where	appropriate,	with	
reputational	incentives	and	business	key	performance	indicators	
(KPIs).	We	have	considered	carefully	where	incentives	should	
only	have	penalties	where	we	fail	to	deliver	on	our	promises,	
and	where	we	should	be	rewarded	for	delivering	more	of	what	
customers	want.	Where	there	are	rewards,	this	will	only	occur	
where	performance	is	sustained,	where	the	cost	is	efficient	and	
where	the	cost	is	less	than	the	value	that	customers	have	told	us	
they	place	on	that	outcome.

Our	outcome	incentives,	whether	financial	or	reputational,	are	
designed	to	encourage	us	to	operate	in	new	and	innovative	ways.	
Even	where	regulators	possess	sufficient	enforcement	powers	to	
take	action	(which	can	result	in	fines),	our	customers	think	that	
for	their	top	priority	areas,	there	should	be	a	financial	penalty	as	
well.	They	would	prefer	us	not	to	fail	and	do	not	want	services	to	
deteriorate,	so	it	is	important	to	us	that	our	financial	incentives	
reflect	their	views	on	this.
	
Using	robust	data	we	have	estimated	marginal	benefits	and	
costs	for	our	measures	of	success	and	used	them	to	set	our	
committed	levels	of	performance	and	calculate	values	for	
financial	incentives	where	appropriate.

Other�areas�of�risk�and�opportunity�

There	are	many	assumptions	made	in	developing	a	business	
plan.	We	think	it	is	appropriate	that	where	certain	assumptions	
turn	out	to	be	different,	customers	share	in	any	net	‘gains’.	

Examples	of	these	areas	are:	

�» changes�in�taxation�rates�

�» changes�in�the�industry�assumed�cost�of�new�debt.

The	monitoring	and	reporting	of	our	performance	against	
outcome	delivery	and	the	associated	sharing	of	reward,	or	
application	of	penalty	under	our	incentive	process,	will	be	
delivered	through	our	framework:	WaterShare.

An	independent	panel	will	review	and	challenge	the	following	
areas	on	an	annual	basis:	

�» performance�delivery�

�» financial�impact�calculation

�» approach�to�and�scale�of�customer�benefit

�» timing�of�the�sharing�of�cost�of�new�obligations�with�
customers.�

Reporting	will	be	summarised	in	a	scorecard,	an	example	of	
which	is	set	out	on	the	following	page.	

Our	annual	performance	report	will	contain	information	on	each	
measure	of	success,	updating	customers	on	cost	efficiency	and	
delivery	against	the	outcomes.
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In	this	theoretical	example	it	is	31	March	2019,	the	fourth	
year	of	the	2015-20	period	(2018	/19)	and	the	company	has	
delivered	excellent	performance	in	a	number	of	areas.	

Driving�cost�base�efficiency�

Through	an	emphasis	on	right-sourcing,	significant	
capital	expenditure	efficiencies	in	addition	to	those	
included	in	the	business	plan	have	been	made	as	a	result	
of	the	innovative	delivery	of	a	number	of	key	projects.	
Along	with	increased	operational	efficiencies	generated	
through	improved	ways	of	working	(including	the	
expansion	of	the	use	of	remote	technologies	under	the	
iOps	programme)	this	has	resulted	in	a	cumulative	saving	
of	£10m	over	the	period	to	date.	This	is	‘shared’	between	
customers	and	shareholders	on	a	50:50	basis.	
	

Delivering�outcomes

Of	the	‘outcomes’	targeted	for	delivery	there	has	also	
been	significant	outperformance	in	the	areas	of	water	
supply	interruptions	and	improvements	to	drinking	water	
quality.	These	achievements	have	generated	a	further	
service	benefit	of	£10m.
	

Other�factors�

Legislation	has	been	passed	which	requires	companies	
to	adopt	customers’	private	supply	pipes.	These	costs	are	
being	logged	up	and	will	again	be	assessed	in	2019/20.	
Customers	are	already	receiving	the	benefits	of	these	
services	but	the	cost	will	be	recovered	at	a	future	date.
	

Benefits�available�

In	total,	there	is	a	‘net’	gain	of	£14m.	Following	
discussion	with	an	independent	panel,	savings	of	£10m	
have	already	been	invested	in	service	improvements	for	
customers.	The	remaining	£10m	of	benefits	available	and	
net	costs	of	£6m	arising	are	being	carried	forward	for	
review	in	2019/20	as	more	cost	for	supply	pipe	transfers	
are	expected	in	that	year.

CASE�STUDY:��
WATERSHARE	SCORECARD	

	

1

2

3

4

2018�/19

TOTAL CUSTOMER SHAREHOLDER

PERFORMANCE
Cum.	
£m

Cum.	
£m

Cum.	
£m

Driving	cost	base	
efficiency 10.0 5.0 5.0

Delivering	outcomes 10.0 5.0 5.0

Other	factors (6.0) (5.0) (1.0)

Total 14.0 5.0 9.0

SHARE

Net	costs	carried	forward (6.0) (5.0) (1.0)

Benefits	available 20.0 10.0 10.0

Total 14.0 5.0 9.0

Return�on��
Regulatory�Equity 7.75%

1

2

3

4

MEASURING	&	SHARING	
PERFORMANCE
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Incentive�types

� Financial:	reward	and	penalty
� Financial:	penalty
� Reputational
� Key	Performance	Indicator
� �Being	measured	and	incentivised	

post	2020

R

+ 
    -

£

K

20+

MEASURING	&	SHARING		
PERFORMANCE

Compliance	with	water	
quality	standard	(%) 99.97

Taste,	smell	&	colour	
contacts	(number	/	1,000	
population)

4.7

Mains	bursts	(number) 1,535

Duration	of	interruptions	
in	supply	(hours	/	property) 0.27

Asset	reliability	-	
wholesale	water Stable

Internal	sewer	flooding	
incidents	(number) 403

External	sewer	flooding	
incidents	(number) 3,878

Sewer	blockages	&	
collapses	(number) 9,390

Odour	contacts	-	
wastewater	treatment	
works	(number)

410

Compliance	with		
sludge	standard	(%) 100

Asset	reliability	-	
wholesale	wastewater Stable

Water	restrictions	placed		
on	customers	(number) 0

Ability	to	move	water	
around	network* Partial

Leakage	level	
(Megalitres	/day) 84

Time	taken	to	fix	
significant	leaks	(days)

Within		
3

Security	of	supply	index	
(value) 100

Supplies	interrupted	due	
to	flooding	on	our	sites	
(number	/	year	> 24	hours)

0

Other	reliability		
measures	used

Other	
outcomes

Compliance	with	water	
quality	standard	(%) 99.98

Taste,	smell	&	colour	
contacts	(number	/	1,000	
population)

3.0

Mains	bursts	(number) 1,350

Duration	of	interruptions	
in	supply	(hours	/	property) 0.20

Asset	reliability	-	
wholesale	water Stable

Internal	sewer	flooding	
incidents	(number) 135

External	sewer	flooding	
incidents	(number) 3,200

Sewer	blockages	&	
collapses	(number) 9,200

Odour	contacts	-	
wastewater	treatment	
works	(number)

300

Compliance	with		
sludge	standard	(%) 100

Asset	reliability	-	
wholesale	wastewater Stable

Water	restrictions	placed		
on	customers	(number) 0

Ability	to	move	water	
around	network*

Increased

Leakage	level	
(Megalitres	/day) 84

Time	taken	to	fix	
significant	leaks	(days)

Within		
2

Security	of	supply	index	
(value) 100

Supplies	interrupted	due	
to	flooding	on	our	sites	
(number	/	year	> 24	hours)

0

Other	reliability		
measures	used

Other	
outcomes

COMMITTED�PERFORMANCE�
LEVEL�2019/20

COMMITTED�PERFORMANCE�
LEVEL�2019/20

COMMITTED�PERFORMANCE�
LEVEL�2019/20

COMMITTED�PERFORMANCE�
LEVEL�2019/20

2012/13�PERFORMANCE 2012/13�PERFORMANCE 2012/13�PERFORMANCE 2012/13�PERFORMANCE

CLEAN,�SAFE�AND�
RELIABLE�SUPPLY��
OF�DRINKING�WATER

Providing	an	uninterrupted	supply	

of	fresh	clean	water	that	not	only	

meets	the	highest	water	quality	

standards	but	is	also	free	from	

unwanted	taste,	colour	or	smell.

RELIABLE�
WASTEWATER�
SERVICE
Ensuring	our	customers	can	rely		
on	us	to	remove	and	dispose	of	
wastewater	safely	and	efficiently,	
and	that	the	likelihood	of	sewer	
flooding	on	customers’	property		
is	minimised.	

AVAILABLE�AND�
SUFFICIENT�
RESOURCES

Preventing	restrictions	on	
water	use	and	managing	and	
delivering	the	region’s	supplies	
as	efficiently	as	possible.

RESILIENCE��
IN�EXTREME�
CONDITIONS
Making	sure	water	and		
wastewater	services	can		
withstand	the	potential		
impacts	of	extreme	weather		
and	security	threats.	

*		Limited	/	partial	/	increased	/	substantial

R£

R£

R£

R£

R£

R£

RR

RK

RK

R20+

+ 
    -

+ 
    -

+ 
    -

+ 
    -

+ 
    -

+ 
    -

+ 
    -
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Abbreviations

EA:	Environment	Agency
WFD:	Water	Framework	Directive
UST:Upstream	Thinking
WWTW:	Wastewater	Treatment	Works
RIDDOR:	Reporting	of	Injuries,	Diseases	and	Dangerous	Occurrences	Regulations
ktCO2e:	Thousand	tonnes	carbon	dioxide	equivalent

Customer	overall	
satisfaction	(%) 84

Customer	satisfaction	
with	value	for	money	(%) 46

Operational	customer	
contacts	resolved	first	
time	(%)

89

Service	Incentive	
Mechanism	(SIM	score) 70.5

Customer	overall	
satisfaction	(%) 90

Customer	satisfaction	
with	value	for	money	(%) Majority

Operational	customer	
contacts	resolved	first	
time	(%)

95

Service	Incentive	
Mechanism	(SIM	score) 85.0

COMMITTED�PERFORMANCE�
LEVEL�2019/20

2012/13�PERFORMANCE

RESPONSIVE��
TO�CUSTOMERS

Dealing	with	customer	requests,	
problems	and	queries	quickly	
and	efficiently	and	ensuring	the	
service	our	customers	receive	
represents	value	for	money.

FAIR��
CHARGING

Being	efficient	in	order	to	keep	
our	costs	as	low	as	possible		
and	offering	support	to	those	
who	struggle	to	pay.

BENEFITING�
THE�COMMUNITY

Having	a	positive	long-term	
effect	on	people	and	quality		
of	life	in	the	region.

PROTECTING�THE�
ENVIRONMENT

Minimising	our	impact	on	the	
world	around	us	and	taking	
steps	to	protect	and	enhance		
it	where	possible.

Bathing	water	quality	
(%) 91

Combined	sewer	overflow	
spills	(number) 2020+

River	water	quality	
improved	(km) 169

Community	scorecard		
(%	of	component	
measures*	achieved)

Majority

Benefit	value	to	regional	
economy	(number	of	jobs) 4,563

Total	expenditure	
efficiency	indicator

On		
track

Cost	of	treating		
drinking	water	(£	/Ml) 62

Customers	assisted	by		
our	water	poverty	
initiatives	(number)

21,100

Customers	paying		
a	metered	bill	(%) 77

Customers	with		
a	SMART	meter

Less	
than	1%

Customer	water	
consumption	levels		
(litres	/	head	/day)

136

Interest	rates		
(%) 4.1

Sustainable	abstractions	
(number	of	EA	/	WFD	
improvements	required)

0

Sustainable	abstractions	
(EA	water	stress	status)

Moderate

UST	(acres) 8,154

UST	(number	of	farms) 1,400

WWTW	-	Numeric	(%) 100.0

WWTW	-	Pop	equiv	(%) 100.00

WWTW	-	Descriptive	(%) 100.0

Category	1&2	pollution	
incidents	(number)	 0

Category	3&4	pollution	
incidents	(number) 200

Carbon	emissions	
(ktCO2e) 150

Energy	from	renewable	
sources	(%) 20

Bathing	water	quality	
(%) 100

Combined	sewer	overflow	
spills	(number) 2020+

River	water	quality	
improved	(km) 800

Community	scorecard		
(%	of	component	
measures*	achieved)

Majority

Benefit	value	to	regional	
economy	(number	of	jobs) Increase

Total	expenditure	
efficiency	indicator

2015-20	
target	met

Cost	of	treating		
drinking	water	(£	/Ml) 60

Customers	assisted	by		
our	water	poverty	
initiatives	(number)

23,210

Customers	paying		
a	metered	bill	(%) 85

Customers	with		
a	SMART	meter

Pilot	
complete

Customer	water	
consumption	levels		
(litres	/	head	/day)

123

Interest	rates		
(%)

Industry	
leading

2012/13�PERFORMANCE

COMMITTED�PERFORMANCE�
LEVEL�2019/20

COMMITTED�PERFORMANCE�
LEVEL�2019/20

COMMITTED�PERFORMANCE�
LEVEL�2019/20

2012/13�PERFORMANCE 2012/13�PERFORMANCE

*		Component	measures	of	community		
scorecard:

•	 Employee	satisfaction	levels	
•	 Number	of	training	days	
•	 Number	of	apprentices	
•	 Staff	attendance	levels	
•	 Staff	productivity	
•	 Investors	in	people	standard	
•	 Accidents	(RIDDORs)	at	work	
•	 Number	of	volunteer	days	
•	 Visitor	numbers	at	recreational	sites	
•	 Sponsorship	grants	to	local	community	

Sustainable	abstractions	
(number	of	EA	/	WFD	
improvements	required)

0

Sustainable	abstractions	
(EA	water	stress	status) Moderate

UST	(acres) 2,965

UST	(number	of	farms) 390

WWTW	-	Numeric	(%) 97.1

WWTW	-	Pop	equiv	(%) 99.98

WWTW	-	Descriptive	(%) 92.3

Category	1&2	pollution	
incidents	(number)	 4

Category	3&4	pollution	
incidents	(number) 305

Carbon	emissions	
(ktCO2e) 159

Energy	from	renewable	
sources	(%) 6
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NON-HOUSEHOLD	COMPETITION		
&	NON-REGULATED	BUSINESS

Non-household�competition	

In	2011,	the	government	published	the	Water	White	Paper		
‘Water	for	Life’	which	set	out	its	plans	to:

�» increase�choice�and�improve�service�for�water�customers�

�» stimulate�innovation�and�drive�more�sustainable�approaches�
to�managing�our�water�resources.

The	Draft	Water	Bill,	published	in	2012,	includes	the	legislative	
changes	required	to	deliver	these	ambitions	for	the	water	sector.	
The	Bill	will	enable	the	creation	of	a	new	market	for	retail	
water	and	sewerage	services	to	non-household	customers	in	
England.	This	new	market	will	work	effectively	with	the	existing	
market	in	Scotland.	The	Bill	also	includes	measures	to	stimulate	
greater	innovation	and	choice	in	alternative	water	resources	and	
sewerage	services	in	England.	

Steered	by	a	High	Level	Group,	an	‘Open	Water’	programme	will	
deliver	the	market	architecture,	codes,	any	identified	central	
systems	and	contracts	needed	to	implement	the	wholesale	
and	retail	arrangements	outlined	in	the	draft	Water	Bill.	We	are	
already	proactive	in	participating	in	the	Open	Water	programme.	

Having	a	reliable	drinking	water	and	wastewater	service	is	
essential	to	businesses	large	and	small.	In	many	cases	it	is	
also	an	overhead	cost	that	can	be	brought	down	with	the	right	
guidance	and	right	tariff.	

Businesses	use	water	for	different	purposes	and	in	different	
quantities	compared	with	households.	From	listening	to	our	
business	customers	we	know	they	have	a	diverse	range	of	
requirements	and	that	their	top	priorities	are	having	the	right	
tariffs	whilst	delivering	value	for	money.

For	the	wholesale	business	we	have	considered	the	interfaces	
required	with	‘retailers’	both	incumbent	and	new	entrants.	
We	are	focusing	on	developing	the	service	offering	that	the	
wholesaler	will	have	between	all	retailers.

“Together	with	Source	for	Business	we	are	now	looking	at	
other	water-saving	solutions,	such	as	rain	water	harvesting,	
and	we	will	continue	to	strive	to	reduce	the	effects	of	our	
services	on	the	environment	and,	in	turn,	reduce	our	costs	
through	resource	efficiency.

The	water	efficiency	surveys	have	been	fundamental	to	
reducing	our	water	consumption.	The	new	water-saving	
products	recommended	not	only	reduced	our	water	
consumption	but	also	provided	substantial	financial	savings.	
The	support	and	guidance	from	Source	for	Business	and	
Ecosave	has	really	generated	a	sense	of	accomplishment	
across	all	our	employees.”

Jo�Pearce�
Policy	&	commercial	development	officer,		
Exeter	City	Council

“In	today’s	world	it	is	important	that	businesses	have	long-
term	commitments	to	the	environment,	as	well	as	looking		
at	the	most	effective	ways	to	save	money.	With	the	help	of	
Source	for	Business	we	were	able	to	do	just	that.

By	installing	a	number	of	simple	and	cost-effective	devices		
we	have	managed	to	save	approximately	£4,000	a	year		
off	our	water	bills	and	cut	water	usage	by	around	1,000		
cubic	metres.”

Mark�Bevan�
General	manager,		
Hoburne	Holiday	Park,	Torbay
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Non-regulated�business

We	are	focused	on	being	ready	and	prepared	for	retail	
competition.	Our	strategy	is	to	continue	growing	our	core
business	while	diversifying	into	non-regulated	business	where	
possible	and	seizing	opportunities	when	they	arise.

In	response	to	those	needs	we	launched	our	specialist	‘Source	
for	Business’	service	in	2011.	Offering	bespoke	services	
that	cover	billing,	account	management	and	technical	and	
engineering	support,	Source	for	Business	is	designed	to	help	
businesses	of	all	sizes	and	sectors.	Dedicated	account	managers	
provide	a	reliable	and	responsive	point	of	contact.	Businesses	
from	both	the	South	West	and	beyond	can	access	services	
including	effluent	and	process	management,	laboratory	and	
analytical	services,	property	searches,	and	water	and	carbon	
efficiency	advice.

We	will	identify	and	assess	all	potential	opportunities	for	growth,	
and	manage	existing	non-regulated	income	streams.

To	grow	our	non-regulated	business	activities	we	have	
established	a	business	development	unit	under	the	‘Source	for	
Business’	brand.

This	business	development	unit	manages	the	development		
and	growth	of	services	to	non-household	customers	for	the	
following	services:	

�» house�searches

�» tankered�waste

�» �water�and�energy�efficiency�–�environmental�consultancy�
and�process�optimisation�for�production�facilities�and��
private�networks

�» �laboratory�testing�and�analysis�–�private�water�supplies�
support�and�water�quality�analysis

�» �effluent�management�–�pre-treatment�installations,��
consent�to�discharge�and�tankered�solutions.

Opportunities�for�growth�and�innovation�–��
Local�business�and�universities

Apart	from	the	direct	service	and	price	benefits	described	for	
our	non-household	customers,	our	capital	investment	proposals	
offer	huge	opportunities	for	growth	and	innovation	in	our	regional	
economy.	Given	the	importance	of	tourism,	agri-foods	and	
electronics,	our	investment	in	bathing	and	shellfish	waters	and	
our	proposals	for	extending	our	‘Upstream	Thinking’	investment,	
will	create	opportunities	for	local	businesses	(many	of	which	
are	small	and	micro-businesses)	to	develop	more	offerings	
such	as	eco-tourism,	locally	sourced	niche	food	offerings	and	
supply	chain	opportunities	for	a	rapidly	developing	payment	for	
eco-systems	services	market.	Our	Local	Nature	Partnerships	
have	also	identified	these	as	priority	areas	for	investment	in	the	
environment	and	green	growth	in	their	input	to	the	local	strategic	
growth	planning	process.

Working	with	our	local	universities,	opportunities	for	innovation	
in	remote	sensing	and	the	deployment	of	unmanned	aerial	and	
submerged	vehicle	technologies	as	part	of	our	asset	maintenance	
strategies	and	both	our	Downstream	and	Upstream	Thinking	
initiatives	will	multiply.	Big	data	and	system	modelling	tools	will	
need	to	be	developed	to	assist	our	drive	on	PUROS	and	iOps	
and	both	Exeter	and	Plymouth	Universities	have	strong	track	
records	in	these	fields.	Water	efficiency	and	grey	water	re-use	
technologies	will	also	need	to	be	evolved	as	we	begin	to	serve		
our	two	new	towns	and	the	exciting	Eco-town	proposed	for	
Cornwall.	Priority	substance	related	surveys	and	technology	
appraisals	will	also	require	university	support	and	innovation	in	
the	fields	of	detection	and	treatment.	The	new	Exeter	Medical	
School	are	already	active	with	us	in	this	area	of	research	and	
potential	innovation.

Both	the	Cornwall	and	Heart	of	the	South	West	Local	Enterprise	
Partnership	strategies	for	the	Single	Growth	Fund	and	European	
Structural	Funds	feature	the	environment,	tourism,	payment	
for	eco-system	services	and	agri-foods	as	major	growth	
opportunities	over	the	next	investment	round	(2015-20).	Our	
investment	in	bathing	waters,	shellfish	waters	and	catchment	
management	could	offer	those	businesses	active	in	these	
markets,	match	funding	opportunities	to	innovate	and	grow	their	
businesses	with	the	assistance	of	the	protected	status	afforded	
both	Cornwall	and	Devon,	in	European	Structural	Funding	
schemes.	Coupled	with	the	roll-out	of	Superfast	Broadband	to	our	
region’s	rural	communities,	the	facilities	and	opportunity	for	rural	
economic	growth	in	our	supply	chain	will	also	be	strengthened	
by	our	investments	in	many	small	towns	and	rural	communities.	
The	Plymouth	City	Deal	and	emergence	of	advanced	electronics	
business	growth	in	and	around	Plymouth,	will	also	offer	
opportunities	for	our	supply	chain	to	offer	cost-effective	remote	
sensing	data	capture	and	asset	failure	technologies,	which	can	be	
applied	to	our	large	asset	base,	as	well	as	supporting	our	plans	
for	the	new	North	Plymouth	water	treatment	works.
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By�2020�we�expect�to�have�delivered�significant�
improvements�to�the�water�and�wastewater
services�in�our�region�with�our�customer�
satisfaction�levels�following�suit.

In	December	2012	we	published	our	25-year	WaterFuture	
vision	and	explained	the	choices	that	exist	about	how	and	
when	improvements	in	service	could	be	delivered	through	an	
investment	programme	over	25	years	that	amounted	to	£5	-	
£6	billion	–	broadly	consistent	in	terms	of	scale	with	the	last	
25	years.	There	were	choices	(presented	below	as	different	
investment	scenarios)	over	the	pace	of	delivery	of	this	investment	
programme	and	these	are	illustrated	below:

These	different	profiles	all	deliver	the	same	outcomes	over	the	
25	years	with	the	phasing	of	delivery	and	risk	profiles	being	the	
differentiators	between	the	scenarios.	Any	step	change	in	service	
improvements	may	increase	costs	and,	therefore,	we	must	make	
continued	improvements	and	efficiencies,	and	deliver	innovation,	
to	keep	costs	as	low	as	possible.	We	must	invest	to	ensure	our	
assets	and	our	workforce	continue	to	deliver	the	water	and	
wastewater	services	which	improve	lives	and	allow	businesses	
to	thrive.

Our	plan	for	2015-20	is	best	represented	by	the	stable	profile	
illustrated	above.

In	some	areas,	it	is	vital	to	invest	sooner	rather	than	later	
because	not	doing	so	will	run	the	risk	of	our	networks	failing	
to	cope	with	the	extra	demands	we	foresee	and	make	it	more	
difficult	to	deliver	the	improvements	our	regulators	and	
customers	will	expect.	Sitting	and	waiting	is	likely	to	lead	to	
increased	costs	and	steeper	price	rises	in	decades	to	come		
as	well	risk	undermining	the	region’s	drive	for	renewed	
economic	growth.

In	July	2013	we	published	our	5	Year	Proposal	and	Choices	
customer	consultation	and	outlined	our	proposals	for	the	timing	
of	these	investments	with	options	presented	for	accelerating	or	
deferring	investments	–	by	balancing	levels	of	risk	with	customer	
priorities.	Responses	received	agreed	with	the	proposals	set	
out	in	the	consultation,	although	affordability	was	still	an	issue	
for	some	customers	and	therefore	the	investment	programme	
included	in	this	business	plan	is	constrained	to	£868m	in	2015-20	
to	balance	service,	affordability	and	financeability	constraints.		
An	unconstrained	investment	programme	would	have	required	
over	£1billion	of	capital	investment	being	identified	and	this	is	
neither	affordable	nor	financeable.	

Thousands	of	investment	choices	were	considered	using	net	cost	
benefit,	ensuring	current	service	levels	were	maintained	(a	key	
priority	for	our	customers)	and	legislative	requirements	were	
chosen.	Enhancements	to	service	levels	were	considered		
in	those	areas	that	customers	valued	most	such	as	improving	
the	appearance,	taste	and	smell	of	drinking	water.	

As	a	result	of	this	process	we	are	confident	that	our	investment	
programme	for	2015-20	offers	a	high	degree	of	cost	benefit	and	
value	for	customers	(constrained	to	an	affordable	level	both	for	
customers	and	the	company).	

Investments�in�2015-20�are�focused�in�those�
areas�that�deliver�the�most�benefit�to�customers,�
stakeholders�and�the�business.�

This	investment	programme	is	higher	than	2010-15	primarily	
as	a	result	of	increased	legislative	investments	for	bathing	and	
shellfish	waters.	This	increased	level	of	legislative	investment	
continues	into	2020-25	as	a	result	of	further	envisaged	legislative	
investment	(adoption	of	customer	supply	pipes)	and	other	
investments	we	have	chosen	to	defer	to	2020-25	including	the	
duplication	of	strategic	water	mains,	leakage	reduction,	a		
further	AAD	plant	and	the	potential	widespread	installation	of	
SMART	meters.

In	the	years	that	follow	we	envisage	further	expanding	the	
holistic	approach	we	are	pioneering	in	terms	of	the	catchment-
focused	management	of	both	drinking	water	and	wastewater	
as	we	believe	this	is	the	most	sustainable	long	term	solution	for	
many	of	the	challenges	we	face.	We	will	continue	to	focus	on	the	
following	priorities:

�» a�focus�on�customers�–�water�companies�must�protect�
customers�and�consider�affordability�issues

�» an�emphasis�on�sustainable�environmental�activities�
(in�areas�such�as�abstraction,�water�trading,�catchment�
management,�flooding�and�drainage)

�» the�need�to�maintain�the�confidence�of�finance�providers�–��
to�stimulate�innovation�and�growth.

BEYOND	2020
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The	requirements	placed	on	South	West	Water	by	government,	
regulators	and	the	Price	Review	methodology	that	affect	
customers’	bills	will	continue	to	evolve	over	time,	so	we	will	need	
to	continually	review	our	plans	beyond	2015-20.	What	further	
investments	are	needed	and	their	timing	may	change	to	take	into	
account	priorities,	the	needs	of	finance	providers	and	the	wider	
impact	on	customers’	bills.

Looking	further	ahead,	there	may	be	factors	as	yet	unknown		
that	will	have	a	potential	effect	on	our	services	in	future	decades.	
We	do	not	yet	know	the	full	implications	of	climate	change	and	
how	our	weather	patterns	may	be	affected.	We	do	not	know	what	
global	or	regional	economic,	social	or	environmental	events	
or	shifts	may	occur	that	could	have	a	knock-on	effect	on	our	
operations.	By	the	same	token,	as	we	have	experienced	in	the	
last	five	years,	there	could	be	new	developments	in	technology	
and	communications	with	the	potential	to	revolutionise	the	
industry	and	take	us	in	new,	previously	unforeseen,	directions.

The	one	certainty	is	that	we	will	continue	to	run	our	business		
in	the	best	interests	of	the	people	and	environment	of	our		
region,	making	strong	financial	decisions	and	playing	a	key	role	
in	the	regional	economy	through	the	people	we	employ	and	the	
services	we	provide.	As	legislation	and	standards	change	we		
will	continue	to	work	with	our	regulators	and	stakeholders	to	
make	the	necessary	improvements	while	safeguarding	the	
investments	already	made.	On	a	strategic	level	we	will		
continue	to	target	efficiency	through	innovation,	recognising		
that	having	the	commitment	to	adapt	and	improve	is	essential		
for	future	success.

Perhaps	most	importantly	we	will	ensure	that	the	dialogue	we	
have	with	those	we	serve	is	maintained.	The	WaterFuture	journey	
we	have	undertaken	with	our	customers	does	not	end	in	2020.	

It	is	our	intention	to	build	on	the	engagement	we	have	already	
had	to	ensure	our	customers	continue	to	play	an	active	role	in	
shaping	the	services	on	which	lives	and	businesses	in	our		
region	depend.	

What�happens�next?�

The	timetable	for	the	2014	Price	Review	is	illustrated	below:
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BOARD	ASSURANCE	STATEMENT

The	South	West	Water	Business	Plan	highlights	the	company’s	
proposals	for	the	next	five-year	period	2015-20.

This	statement	details	the	Board’s	approach	to	developing	the	
plan	and	in	particular:

�» 	governance�and�strategic�leadership

�» ensuring�compliance�with�relevant�obligations

�» the�framework�and�approach�to�assurance�of�the�plan.

Governance�and�strategic�leadership
Overarching�Board�structure

South	West	Water	Limited	is	a	wholly-owned	subsidiary	of	
Pennon	Group	Plc,	as	FTSE	250	company	with	shares	listed	on	
the	London	Stock	Exchange.	As	a	listed	company,	Pennon	Group	
Plc	is	required	to	comply	with	the	UK	Corporate	Governance	
Code,	following	both	the	spirit	and	the	letter	of	the	code.

South	West	Water	itself	has	a	fully-functioning	and	stand-alone	
Board.	The	business	of	the	Board	covers	a	full	range	of	corporate	
issues	including	strategy,	performance,	delivery,	compliance,	
risk	management	and	governance.

The	Board	is	responsible	for	ensuring	effective	governance	and	
oversight	of	its	operational	business.	The	key	areas	include:

�» challenging�and�developing�strategies,�policies,�defining�a�
code�of�ethics,�management,�initiatives�and�performance�of�
South�West�Water

�» ensuring�that�South�West�Water�conducts�its�business�in�a�
responsible�manner�in�relation�to�environmental,�social�and�
governance�matters

�» reviewing�the�systems,�internal�controls�and�risk�
assessment�processes.

The	South	West	Water	Board	comprises	the	Non-Executive	
Chairman,	four	Executive	Directors	and	two	Non-Executive	
Directors.	The	Board	considers	that	the	Chairman	continues	to	
be	independent.	Both	of	the	two	Non-Executive	Directors	are	
considered	by	the	Board	to	be	independent.	They	are	considered	
by	the	Board	to	have	the	appropriate	skills,	experience	in	their	
respective	disciplines	and	personality	to	bring	independent	
and	objective	judgement	to	the	Board’s	deliberations	and	to	
represent	customers’	interests.

South	West	Water	is	in	the	process	of	establishing	additional	
Governance	Committees	(Audit,	Sustainability,	Remuneration	
and	Nominations)	chaired	or	attended	by	independent	Non-
Executive	Directors.	This	enhanced	governance	reflects	the	
principles	set	out	in	the	UK	Corporate	Governance	Code	but	we	
recognise	there	is	more	to	do	to	explicitly	align	with	best	practice	
at	the	subsidiary	Board	level,	and	the	Board	is	committed	to	
ensuring	future	alignment	over	the	coming	months.

Business�plan�structure�and�governance

The	Board	has	in	place	a	well	established	and	effective	set	of	
policies	and	processes	covering	corporate	governance,	internal	
control	and	risk	management.	The	company	uses	formal	
processes	for	the	Annual	Report,	Company	Annual	Performance	
Report	and	Sustainability	Report,	which	cover:

�» planning

�» responsibility�for�preparation�of�data�and�commentaries

�» controls�and�checks

�» external�financial�auditor�assurance

�» technical�auditor�assurance

�» authorisations�and�certifications

�» follow-up�actions�from�audits.

These	principles	have	been	applied	in	developing	the	2015-20	
Business	Plan.

Development	of	our	plan	has	been	driven	by	a	central	project	
team,	working	with	experts	across	the	business	and	with	
external	support	where	needed.

Strategic	leadership	throughout	the	development	of	the	plan	
has	been	given	by	the	Board	through	ongoing	updates	and	
approval	of	strategic	material	matters	over	the	last	three	years.	
In	addition,	the	Executive	Management	Team	formed	a	Steering	
Group	to	give	direction,	monitor	delivery	and	agree	specific	
outputs	during	the	development	phase.

The	Non-Executive	Directors	have	provided	robust	challenge	to	
the	Executive	Directors	in	relation	to	the	strategy	and	content	
of	the	plan.	These	independent	Directors	take	particular	care	to	
ensure	that	the	Board	considers	the	interests	of	customers	in	
all	matters	and	have	intervened	and	challenged	the	strategy	for	
the	overall	business	plan	with	particular	attention	to	significant	
areas	including:

�» balancing�the�outcomes�for�customers,�stakeholders�and��
the�environment

�» developing�the�incentives�and�sharing�performance�within�
the�plan

�» reviewing�the�financial�strategy�and�impacts�for�customers.

In	addition	the	Non-Executive	Directors	have	met	with	the	
WaterFuture	Customer	Panel	independently	to	discuss	and	
review	key	areas	of	the	plan.

Throughout	the	development	of	the	Business	Plan	we	have	
undertaken	a	fully	transparent	process	which	has	considered	
the	key	principles	in	the	UK	Corporate	Governance	Code	of	
accountability,	transparency	and	the	sustainable	success	of	the	
company	in	the	long	term.
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Developing�our�plan

Customer�research�and�stakeholder�engagement

We	are	responsible	for	providing	our	customers	with	good	quality	
water	and	wastewater	services	and	high	standards	of	customer	
service	at	a	fair	price.

We	have	kept	the	needs	of	our	customers	and	stakeholders	at	
the	core	of	our	business	planning	process.

Our	research	and	engagement	plan	aligns	with	guidance	from	
Ofwat	and	the	Consumer	Council	for	Water	(CCW).	We	have	
worked	closely	over	the	last	two	years	with	our	independent	
WaterFuture	Customer	Challenge	Panel	to	make	sure	the	
diverse	priorities	and	needs	of	customers	and	stakeholders		
have	been	taken	into	account.

We	have	designed	our	plan	to	be	accessible	to	customers	and	
stakeholders	while	ensuring	that	our	approach	is	consistent	with	
the	methodology	for	setting	price	controls	and	provides	sufficient	
support	and	commentary	to	Ofwat	for	our	plans.

Reflecting	these	needs	we	have	produced	a	clear	and	concise	
business	plan	document	which	gives	an	overview	of	our	plan,	
supplemented	by	a	suite	of	more	detailed	plans	(a	map	of	our	
plan	documents	can	be	found	on	page	5).

Outcomes,�performance�commitments�and�Incentives�

Through	extensive	customer	and	stakeholder	engagement,	
particularly	with	our	WaterFuture	Customer	Panel,	we	have	
developed	outcomes	and	commitments	which	reflect	customers’	
preferences	and	willingness	to	pay	(WTP)	whilst	being	consistent	
with	relevant	environmental	and	quality	regulators	obligations	
and	statutory	requirements.	We	have	received	independent	
supporting	statements	from	specific	regulators	individually	and	
overall	endorsement	from	the	WaterFuture	Customer	Panel.

The	measures	proposed	to	support	each	outcome	have	been	
developed	in	order	to	cover	the	key	activities	which	each	
area.	We	have	developed	a	number	of	measures	and	targeted	
commitments.	Specifically	included	are	the	following:

�» Service�Incentive�Mechanism�(SIM)�–�to�manage�and�target�
improvements�in�customer�service�across�the�industry

�» Leakage�–�continued�regulatory�target�to�reduce�wastage

�» Sustainable�Abstraction�–�measure�relating�to�over-
abstraction�from�environmentally�sensitive�water�bodies

We	have	considered	the	measures	of	success	and	performance	
commitments	to	meet	the	outcomes	identified	and	can	confirm	
that	these	are	recorded	and	measured	consistently,	and	we	have	
established	this	process	within	our	existing	governance	and	
assurance	process	to	ensure	data	is	robust	in	all	material	aspects.

Cost�estimates�and�data�

The	cost	estimates,	projections	and	data	proposed	within		
the	plan	have	been	based	on	both	historical	trend	data	and		
future	cost	models,	as	well	as	estimates	on	future	price	rises	
and	impacts.

We	have	engaged	independent	advisors	to	support	the	
development	of	our	plan	and	provide	expert	advice	in		
certain	areas.	

We	have	worked	independently	of	other	companies	and	
competitors.

2010-15�Performance�

There	are	two	elements	which	have	been	considered	for	
2010-15	performance.	1)	historical	already	reported	data	and	
performance	and	2)	forecast	data	for	2013-15.

The	Board	has	in	place	well	established	and	effective	reporting	of	
all	performance	areas	throughout	the	business	and	operational,	
regulatory	and	financial	performance	is	reported	to	the	Board	
monthly	and	on	an	annual	basis	through	the	Company	Annual	
Performance	Report,	which	is	independently	assured	each	year.	
As	a	result	data	and	performance	that	has	been	reported	up	to	
March	2013	has	been	reviewed	and	assured	as	part	the	robust	
year	end	reporting	processes	which	includes	external	assurance	
from	both	the	Technical	and	Financial	Auditors.

The	remaining	forecasts	for	2010-15	have	been	considered	within	
the	2015-20	business	plan	integrated	assurance	process	with	the	
internal	process	for	checking	and	validating	data	complemented	
by	external	assurance.	The	impact	of	performance	on	the	2015-
20	price	control	and	any	adjustments	required	have	also	been	
considered	through	this	assurance	process.

We	have	considered	how	Ofwat’s	regulatory	incentives	of	Capital	
Incentive	Scheme	(CIS),	Service	Incentive	Mechanism	(SIM)	and	
Revenue	Corrective	Mechanism	(RCM)	are	applied	to	our	2015-
20	performance	and	have	projected	the	impact	of	these	within	
our	future	prices	for	customers.	

We	have	not	identified	any	differences	between	FD09	within	the	
output	delivery	requirements	and	forecast	performance,	which	
would	result	in	a	‘logging-up’	or	‘logging-down’	adjustment.	
Additional	legislative	and	regulatory	obligations	have	arisen	
during	the	period.	Specifically	South	West	Water	has	reflected	
the	costs	of	delivering	interventions	for	Private	Sewers	and	
Bathing	Waters	which	were	unfunded	in	FD09.	

We	confirm	that	the	proposed	transition	programme	for	2015-20		
is	accelerating	specific	components	of	planned	schemes	
which	will	aid	efficient	delivery	of	our	outcomes	and	delivery	of	
performance	commitments.
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BOARD	ASSURANCE	STATEMENT

Default�tariffs

We	have	developed	our	default	tariffs	for	non-household	
customers	to	ensure	that	they	are	cost	reflective.	

The	default	tariffs	proposed	are	relative	to	the	consumption	of	
the	customer	and	reflect	the	cost	of	the	current	service	those	
customers	receive.

We	recognise	our	responsibility	to	ensure	that	the	default	tariffs	
we	offer	do	not	unduly	discriminate	between	customers.

Compliance�with�our�obligations

South	West	Water	has	a	number	of	statutory	obligations	
including	those	within	the	Water	Industry	Act,	the	South	West	
Water	Licence,	Competition	Act	and	the	Statement	of	Obligations	
(SoO)	issued	by	Defra.

Statement�of�Obligations�(SoO)�

We	have	worked	with	our	regulators	and	stakeholders	including	
the	Environment	Agency,	Drinking	Water	Inspectorate	and	
Natural	England	and	Consumer	Council	for	Water.	We	have	
included	a	programme	of	interventions	within	our	business		
plan	that	is	compliant	with	the	Statement	of	Obligations	and		
the	National	Environment	Programme	(NEP)	in	so	far	as:

�» full�scale�interventions�are�only�made�at�locations�where�
there�is�a�clear�need�to�invest

�» investigations�will�be�undertaken�at�other�locations�within�
the�NEP�where�we�believe�the�need�to�invest�in�a�full�scale�
intervention�is�uncertain.

Subsequently,	if	it	is	found	that	full	scale	intervention	is	required,	
the	investment	will	be	made	in	order	to	meet	the	requirements	
of	the	NEP	in	2015-20.	

This	approach	has	been	endorsed	by	the	relevant	regulators.

The	WaterFuture	Customer	Panel	has	attended	separate	
meetings	with	our	stakeholders	to	consider	the	legislative	
obligations	and	how	these	are	satisfied	within	our	plan.

Compliance�with�the�Licence�

We	have	received	reports	from	the	business	which	identify	the	
relevant	factors	and	obligations	within	our	statutory	licence;	the	
means	by	which	we	are	compliant	in	all	material	aspects	with	
those	obligations	is	assured	within	this	plan.

Assuring�our�plan

South	West	Water	has	developed	an	integrated	assurance	
plan	which	ensures	that	individuals	across	the	business	have	
reviewed	and	certified	the	methodology,	data	and	commentary	

which	form	the	building	blocks	of	our	plan.	These	internal	
processes	have	been	complemented	by	comprehensive		
external	assurance.

Responsibilities	for	data,	methodologies	and	commentaries	have	
been	allocated	across	the	relevant	sections	of	the	business	and	
Senior	Managers	and	Directors	have	provided	internal	assurance	
through	robust	reviews	and	individual	assurance	statements.

South	West	Water	has	engaged	a	Technical	Auditor	(formerly	the	
‘Reporter’)	to	confirm	compliance	with	Ofwat’s	methodology	and	
reporting	requirements.	We	have	also	employed	the	services	of	
our	Financial	Auditors.

The	scope	of	external	input	has	been	devised	to	assist	the	Board	
in	its	assurance	process	to:

�» consider�our�plans�against�the�Ofwat�methodology�and��
price�setting�framework

�» review�and�challenge�for�appropriateness�of�the�
assumptions,�estimates�and�projections�used�in�our��
financial�modelling�and�wider�business�plan

�» consider�the�robustness�of�any�supporting�documentation

�» assure�the�accuracy�and�consistency�of�data�within�all�
business�plan�documents.

In	exercising	its	judgement	on	production	of	this	business	plan	
the	Board	has	taken	into	account	the	following	main	factors:

�» information,�including�supporting�explanation�and�
identification�of�potential�exceptions,�arising�from�
management�review�of�company�performance

�» meetings�and�discussions�with�the�external�financial�
auditors�and�technical�auditors.

Summary�statement

In	the	opinion	of	our	Board	there	are	appropriate	governance	
processes	and	internal	systems	of	control	in	place	which	have	
produced	a	high	quality	and	balanced	business	plan	that:

�» is�reflective�of�the�engagement�with�customers�and�has�
been�endorsed�by�our�WaterFuture�Customer�Panel

�» delivers�required�outcomes�for�customers�and�the�
environment�and�proposes�a�reasonable�balance�of�risk��
and�reward

�» is�affordable�and�financeable

�» ensures�in�all�material�aspects�that�

	 -	adherence	to	statutory	obligations	is	incorporated

	 -	it	is	based	on	materially	accurate	projections	and	estimates.
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Signed Name Position

K G Harvey Chairman

C Loughlin Chief Executive

S C Bird Operations Director

S J Davy Finance and Regulatory Director

M S Read
Customer Relations & Business 
Development Director

Lord Taylor of Goss Moor Non-Executive Director

M J Hagen Non-Executive Director

from	left	to	right:		
M�J�Hagen,�S�J�Davy,��
C�Loughlin,�K�G�Harvey,��
M�S�Read,�Lord�Taylor�of�
Goss�Moor�&�Dr.�S�C�Bird

2nd	December	2013
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OUR  
2015-20  
BUSINESS		

PLAN

2012 /13  
WHAT	WE’VE	ACHIEVED	TO	DATE

�» Customer�satisfaction�at�84%

�» Customer�discolouration,�taste�and�smell�contacts�at�4.7�per�1,000�customers

�» Social�tariff�for�those�customers�who�struggle�to�pay

�» 77%�of�customers�have�a�water�meter

�» SIM�score�of�70.5

�» Industry�leading�water�quality�standards�at�99.97%�compliance

�» Industry�leading�leakage�levels�at�84Ml�/day

�» Water�surplus�available�to�trade�with�other�companies

�» Very�few�interruptions�to�customers�supplies

�» Partial�regional�water�grid

�» North�Plymouth�water�treatment�works�innovative�pilot�completed

�» Wastewater�quality�compliance�at�97.1%

�» Bathing�water�quality�compliance�at�91%

�» Sustainable�water�abstraction

�» Very�few�serious�pollution�incidents

�» Investment�in�shellfish�waters�to�support�regional�economy

�» Very�few�customers�properties�at�risk�of�sewer�flooding

�» Renewable�energy�generation�meets�6%�of�our�energy�needs

�» Supporting�over�4,500�jobs�in�the�region

�» Fair�return�for�investors

�» Source�for�Business�launched

�» Efficient�level�of�cost�keeping�bills�as�low�as�possible

SUMMARY	OF	OUR	PLANS
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�» Customer�satisfaction�increased�to�90%

�» Customer�discolouration,�taste�and�smell�contacts�reduced��
to�3�per�1,000�population

�» Default�tariff�and�other�new�tariffs�introduced

�» Average�household�customer�bill�reduction�in�real�terms

�» 85%�of�customers�metered�and�SMART�meter�trials

�» Service�Incentive�Mechanism�score�raised�to�85

�» Industry�leading�water�quality�standards�at�99.98%�compliance

�» Industry�leading�leakage�levels�at�84Ml�/day

�» Water�surplus�available�to�trade�with�other�companies

�» Very�few�interruptions�to�customers�supplies

�» Extension�of�regional�water�grid

�» North�Plymouth�water�treatment�works�completed

�» Wastewater�quality�compliance�raised�to�100%

�» Bathing�water�quality�compliance�raised�to�100%

�» Sustainable�water�abstraction

�» Reduced�number�of�pollution�incidents

�» Shellfish�water�investigations�and�investment

�» Reduced�number�of�customers�properties�at�risk�of�sewer�flooding

�» Renewable�energy�generation�meeting�20%�of�our�energy�needs

�» Over�6,000�regional�jobs�supported

�» Fair�return�for�investors

�» Expansion�of�Source�for�Business�

�» Sharing�benefits�with�customers

2019/20  
WHERE	WE	WILL	BE

STAKEHOLDER��
PRIORITIES

CUSTOMER��
PRIORITIES

LEGISLATIVE�&��
REGULATORY��
OBLIGATIONS

AFFORDABLE��
BILLS

VALUE�FOR��
MONEY

ECONOMIC��
CLIMATE

POPULATION��
GROWTH

INNOVATION

EFFICIENCY

FUTURE��
CUSTOMERS



�» Industry�leading�water�quality�standards�at�99.98%�compliance

�» Industry�leading�leakage�levels�at�84Ml�/day

�» Water�surplus�available�to�trade�with�other�companies

�» Very�few�interruptions�to�customers�supplies

�» Extension�of�regional�water�grid

�» North�Plymouth�water�treatment�works�completed
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2019/20  
WHERE	WE	WILL	BE

2039/40  
25-YEAR	WATERFUTURE	VISION	

�» Industry�leading�customer�satisfaction�approaching�100%

�» Approaching�zero�discolouration,�taste�and�smell�contacts�per�1,000�customers

�» Industry�leading�range�of�tariffs

�» Customer�bills�kept�as�low�as�possible

�» 100%�of�customers�will�have�a�SMART�meter

�» Industry�leading�SIM�score

�» Industry�leading�water�quality�standards�at�100%�compliance

�» Industry�leading�leakage�levels�at�64Ml�/day

�» Water�surplus�available�to�trade�with�other�companies

�» Zero�interruptions�to�customers�supplies

�» Completed�regional�water�grid

�» Innovative�technology�implemented�at�other�water�treatment�works

�» Wastewater�quality�compliance�at�100%

�» Bathing�water�quality�compliance�at�100%

�» Sustainable�water�abstraction

�» Zero�pollution�incidents

�» All�shellfish�waters�meet�required�standards

�» Internal�&�external�sewer�flooding�incidents�a�rarity

�» Renewable�energy�generation�meets�50%�of�our�energy�needs

�» Continued�creation�and�support�of�regional�jobs

�» Fair�return�for�investors

�» Source�for�Business�a�market�leader

�» Sharing�benefits�with�customers�
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