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Background and Introduction

The priorities and preferences of our customers has been an important part of developing
our long term plan for water resources.

The regulatory framework sets out the requirement to ensure we engage with our
customers, understand their priorities and preferences and use these to inform the
development of the regional plan and our WRMP24 to ensure we deliver value over the long
term. We have worked to comply with regulatory requirements.

The engagement we have undertaken has included regional, company and scheme specific
work. We used independent agencies to conduct the customer engagement, ensuring
expert input and challenge as well as helping to bring forward innovative approaches. In
delivering our programme of engagement we have been mindful of the PR24 guidance set
out by Ofwat and CCW (previously the Consumer Council for Water) on minimum standards
for high-quality research and best practice for customer engagement.

We worked with the regional Customer Challenge Group (rCCG), which is made up of CCW
alongside representatives of the South East water companies’ own CCGs, on the regional
studies and engaged with CCW and other regulators on other studies.

A summary of the research that we have undertaken including the scope, how the insight
has been used to inform the development of the draft plan and ensure the successful
implementation of the plan, is presented in this Appendix. The full research reports are
available on request please contact info@thames-wrmp.co.uk.

Customer engagement has been an important part of developing our long term plan for water
resources. We have reviewed previous research undertaken for WRMP19 and PR19, worked
collectively with other water companies in the South East, and also across the strategic resource
option projects, and have undertaken additional research to understand our customers’ views,
priorities and preferences. We have used this insight to inform the development of our draft
WRMP24.

We have used best practice methods, worked with leading independent Market Research
agencies, and used a wide range of techniques to elicit customer views on water resources. We
engaged a wide range of customer segments including hard to reach, future and non-household
customers. The approach we have taken is in line with the expectations set out in the WRPG' and
regulatory framework? and CCW was engaged in the design of the research studies completed
by WRSE and for the strategic resource options (SROs).

This appendix is structured as follows:

e Anoverview of customers’ priorities and preferences in relation to long term water
resource planning

e How these preferences have been considered in the development of the draft WRMP24

e An overview of the research studies undertaken

TEA, Ofwat, NRW Water Resources Planning Guideline, update July 2022
2 Ofwat PR24 draft Methodology — Creating tomorrow together, 2022
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Overview of our customers' priorities and preferences

Here is a summary of our customers’ priorities and preferences in relation to the core aspects of
long term water resource planning. These are drawn from the range of research studies
undertaken.

Customers’ priorities and preferences - Headlines Source
A constant supply of safe, high-quality water at good

pressure is the top priority for our customers.

Most customers are unaware of the challenges to ensuring

future water supplies. When they are informed, customers

want plans to ensure long-term security of supply for public

supply purposes and other sectors.

TW WCC&SW?
Planning orincioles Customers are fully supportive of the collaborative approach
gp P to developing the plan in the South East. WRSE Part 14
and 2°

There is a strong expectation that the plan will deliver beyond
the minimum requirements for ensuring long-term security of
supply, by reducing the dependency of the system on the
environment and building in additional capacity to ensure
against wider uncertainty and disruption.

There is a willingness to support plans and investments that
will safeguard service levels.

Whilst some limited aspects of extreme drought measures
(rota-cuts/standpipes) may be felt to be tolerable, most
restrictions on the use of water that would be in place are
generally not acceptable to customers. Correspondingly,
there is support for reducing the risk of these measures being

WRSE Part 14

Ofwat
collaborative

Levels of service needed.
research to test
Restrictions on water supply in response to drought or the draft
) : common
extended dry periods are considered to be of lower
performance

importance to customers than other performance
commitments. The restrictions which would be introduced in
a more severe drought are of more importance than a
hosepipe ban or non-essential use ban.

commitments?®

Customers recognise that a pragmatic mix of options are
required.

Leakage reduction, demand measures, and new supply
sources are not seen as substitutes, it is the timing and
ordering of options that matters most to customers. First,
companies must get their “own house in order” by reducing
leakage and helping customers to save water. After this, the
right supply options for customers are ones that are reliable,
avoid environmental harm, and provide wider benefits

Solutions - overall WRSE Part 14

3 What Customers, Communities and Stakeholders Want, v 16, Thames Water, August 2022 - document which
triangulates insights for PR24

4 Customer Preferences to Inform Long-term Water Resource Planning, Synthesis of Findings — Summary Report for
WRSE, Eftec & ICS, March 2021

5 Best Value Criteria — Customer Research for WRSE, Eftec, May 2021
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Leakage reduction

Metering

Water efficiency

Investment in new
sources of water

Protecting the
environment

Customers’ priorities and preferences - Headlines
including enhanced local amenity and recreation
opportunities.

Customers expect us to improve the efficiency of the water
supply system — tackling leakage and promoting the efficient
use of water. Customers are shocked that 24% of treated
water is lost through leakage. They feel that current levels of
leakage are too high. They call for a reduction in the current
leakage level to a level that is comparable to the rest of the
industry and are prepared to accept some impacts on their
bill and disruption from roadworks to achieve this. They
expect future leakage levels to be around 14% or 15%. To
manage the issue of leakage, customers believe that
replacing old pipes is crucial, that the water pipe
infrastructure is out of date and vulnerable to leakage.
Customers believe a systematic programme of
renewal/replacements rather than ad-hoc repair is required.

Customers broadly accept that extending metering is an
essential part of reducing water use in our region. Customers
support the on-going roll-out of our metering programme,
although they would prefer to choose rather than it being
compulsory.

Customers acknowledge they have a role in reducing
consumption — 76% of customers agree they would be willing
to change their habits to reduce their water usage. 55% of
customers said they would like their water company to tell
them more about how they can reduce their water use and
support education, information, advice, advertising and
‘freebies’ to help customers understand the need and reduce
their water consumption.

Customers are generally supportive of major infrastructure
projects where they can be shown to deliver solid
improvements and benefits for the future, for example they
are supportive of the Thames Tideway Tunnel when the
reasons for it are explained.

Customers prefer new supply options that have a net positive
environmental impact and deliver wider public value (e.g.
recreation and amenity).

There is a role for water sharing and transfers if they are an
absolute necessity, but in general the inherent preference is
for self-sufficiency within an area rather than dependency on
a transfer-in. Indeed, customers can be uncomfortable with
transfers because there is a perception that these schemes
will simply shift water availability problems around the country
rather than dealing with them directly.

There is a high level of importance placed by customers on
protecting the environment. Customers’ view is that water

6 Water Club: Changes of source, Britainthinks, June 2022

Source

TW WCC&SW?

TW WCC&SW?

Water Club:
Change of
Source’, June
2022 Britain
Thinks® and
WRSE - Drought
Communication
Research —
Accent, June
20218

TW WCC&SW?

WRSE Part 14

Water Club:
Change of
Source’, June
2022 Britain
Thinks®

WRSE Part 1% &
25
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Providing wider
value

Customers’ priorities and preferences - Headlines

companies should not plan to harm the environment. They
deem it unacceptable that long term plans to secure water
supplies would be at the expense of the environment and that
water companies should reduce their dependency on
sensitive habitats and groundwater sources plus the use of
drought orders and drought permits is seen as a last resort.

Customers think our overall goal ( ‘Ensure there is enough
water in the future, without taking too much from rivers and
harming the environment’) is not only commendable but
essential to the future of both customers’ wellbeing and the
environment. A sizeable minority believe that action should
be taken more urgently or provide customers with assurance
that we will not cause significant damage to waterways
during this process of balancing water supply vs.
environmental needs.

Though customers feel that sustainable abstraction was
important, when presented with a range of our priorities they
prioritise core delivery issues such as replacing aging mains
and pipes and upgrading the sewer network over sustainable
abstraction. Sustainable abstraction was ranked second last
by customers.

A maijority of customers are in support of public value and
believe such activities are an important part of how the
business should conduct itself and what it should deliver.
However there is a clear prioritisation towards core services
and environmental elements. On the environment customers
believe that in addition to our core services, it should be
looking to safeguard the environment where possible, and
that historically, this has been neglected. Those elements
that are de-prioritised tend to be the less tangible or less
service related, such as ‘connecting you with your local
surroundings’ and ‘bringing communities together’

These findings were reflected in the public value research
undertaken for the strategic resource options which identified
that for new water supply options, environmental project
additions were valued highly.

" TW Customer Voices, Public Value research, Verve, May 2022
8 Thames Water’s Enhancement deep dive on sustainable abstraction, Verve, March 2022
9 Customer preferences on added value for large resource schemes, Accent & PJM economics August 2022

Source

Thames Water’s
Vision 2050 and
public value’

T™W
Enhancement
case research?®

SRO
Collaborative
project on public
value®

Thames Water’s
Vision 2050 and
public value®
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How our customers’ priorities have been considered

In this section we explain how we have considered and taken account of the priorities and
preferences of our customers in developing the draft WRMP24.

Topic How we have taken feedback into account

Working collaboratively we have developed a plan that will achieve
long-term security of supply for the whole of the South East region.
The plan is a best value plan that will deliver beyond the minimum

Planning principles requirements, will ensure we are ready for the changing climate with
additional capacity to ensure against wider uncertainty and
disruption and will protect and improve the environment.

We have ensured our plan will deliver enhanced levels of service, to
cope with a 1:200 drought by the early 2030s and a 1:500 year
drought by the 2040s in line with customers preferences around
. severe water restrictions.
Levels of service
This improved level of service will also help to protect the
environment as drought permits will need to be used less frequently.

Customers generally support investment to protect the environment
and to work towards our long-term aspiration to cease all
abstraction that adversely affects sensitive streams however, there
are concerns over the cost. We have developed three scenarios —
high, medium and low — to achieve sustainable abstraction. In our
draft plan we have proposed that we follow the high scenario, this is
in line with regulators’ preference, but we will adapt our approach as
we learn more. We will test this approach as part of the consultation
on the draft plan, particularly in respect of affordability.

Protecting the environment

We have prescribed the extent of leakage reduction we would
achieve by 2050 in our draft WRMP24. This is in line with
Government’s expectation and is also in line with customers

Leakage reduction preference to tackle leakage as a priority. The pace of the
programme reflects our experience of what is deliverable and
efficient for customers.

We developed a range of demand reduction programmes to
consider in the development of the draft plan. These are presented
in section 8. The approach includes ongoing roll out of smart meters
and a wide programme of measures to support our customers to
use water efficiently. Demand reduction makes up the substantial
programme of activity in the early phase of the plan, this is in line
with the preferences of our customers. To achieve the proposed
plan will need concerted action from Thames Water as well as
government, other parties and our customers. We will regularly
review progress.

Metering and efficient use of
water

Our customers ranked the different options to solve the water
planning shortfall. The preferences customers placed on different
options has been used to develop a customer preference metric,
which is one of the best value metrics, directly used by the WRSE
investment model and in programme appraisal to determine the best
value regional plan. We have used a broad portfolio of options in the

Preferences for options
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Topic

Ensuring promotability of new
water supply options

Choosing the best value
adaptive plan

Acceptance and affordability

How we have taken feedback into account

long-term plan, this ensures balance and futureproofing for our
water supply.

Customers told us that they had concerns around water recycling
over and above some of the other new source options. We engaged
with customers to test the format and scope of communications they
would want to ensure they would be informed and confident in the
safety and quality of their water supply. This ensures we are
confident we can explain, and successfully promote water recycling
schemes to our customers.

A customer preference metric, developed to reflect the preferences

of our customers to specific options, was one of the eight best value
metrics used to optimise the best value plan. In addition the weights
that customers attributed to the ‘best value’ criteria has informed the
selection of a preferred regional plan.

During the consultation on the draft plan we will test with customers
their overall acceptance of the regional plan in terms of affordability
and ambition, and we will consult with a representative sample of
our customers on our draft WRMP24. The output will be included in
the revised draft WRMP24 and reported as part of the response to
the public consultation.
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Overview of the research studies

Thames Water led research

The draft WRMP24 is an important component of our business plan and research and
engagement to inform the draft WRMP24 has been undertaken in coordination with the wider
company research and engagement programme to ensure consistency and alignment. In 2021,
at the start of this round of work on the long-term plans and the business plan, we conducted a
review of the evidence collated for WRMP19'? alongside evidence from PR19, an initial PR24
foundational customer survey and insight from our continuous service and brand surveys to
create a foundation insight framework''. Since then we have devised and implemented an
approach to ‘triangulating’ the views of customers and stakeholders from different sources, the
approach' follows best practice guidance from CCW and incorporates additional elements used
by other water companies at PR19 and energy networks during the RIIO-2 price control. Each
insight source is scored using a system that assesses the robustness of the engagement activity
and feedback gathered. To date almost 200 separate insight sources have been assessed and
triangulated and the output, our ‘What Customers, Communities and Stakeholders Want’
document, which features the insight framework is a clear and comprehensive view of the
outcomes customers and stakeholders expect us to deliver on their behalf. This is a core
reference document in preparing our plans.

The insight framework consists of four key outcomes, broken down into 15 “customer wants”,
with the “wants” then further broken down into 31 “sub-wants” and more detailed insight
messages for key topics within each area. This is shown in Figure T - 1.

What customers, communities and stakeholders want

The current view of what customers, communities and stakeholders want @n be broken down into 15 Wants

Senrace that 'just works' today andin the future. . provided in an by a company that which gives soynelhi:g
envircnmentally always has good backto the sodety a
responsible way. . customer service...  communites it touches.
WT1. | 'want a constant suppiy of sate, nigh-quanty WE1L. Iwant a reflabie sewerage system that works C51. | want fair, afiordabie and accurale bls
water at good pressure 247
C82. | 'want ease of contact and quick resoiution of my
WT2. | want you to iz leaks toreduce washing drinking WE2. Iwant you to prevent sewer sooang into my ===
water property
C53. 1 want you to treat me as an inanedual through a
WT2. 1 want you to b sertsumcient and ensure a WS lwant 3 rename ana sustanaoie wastewater personalised senice
refiable supply of water Into the futune senvice In the futune
ENVAL | want you to reduce the strain ontne ENVE. | want you to stop poluting rvers and o ENVE. 1 want you to reduce emissions and reach net
envronment ana restore natural naoitats miprowe e quanty e

Community

C11. 1want you to gve sometning back to tne community
Ct2. Iwant you to be responsibie and transparent

C13. Iwant you to minkmise the Impact of your operations

Figure T - 1 Insight framework from What Customers, Communities and Stakeholders Want'?

1O WRMP19 Appendix T

11 Foundation insight framework, October 2021

12 PR24 Insight triangulation and line of sight methodology, Sia Partners, February 2022
8 What Customers, Communities and Stakeholders Want, v 16, August 2022
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The ranking of customers’ wants is shown in Figure T - 2, with two of the highest priority “wants”
and two of the medium ranking “wants” relevant to planning future water resources as follows:

High
e | want a constant supply of safe, high-quality water at good pressure

e | want you to fix leaks to reduce wasting drinking water

Medium
e | want you to be self-sufficient and ensure a reliable supply of water into the future

e | want you to reduce the strain on the environment and restore environmental habitats

Combined customer ranking of Wants

We have assigned a relative priority ranking of the 15 customer wants by triangulating soores from several sources where austomers
ranked priorities induding PR24 foundation research, PR24 enhancement deep dives, Ofwat collaborathve research and V2050 research.

Wanl a constant supply of =afe, hi gn-quality waler ai good pressure

Figure T - 2 Customers relative priorities of key wants

Enhancement topics — deep dives

In 2022 we undertook deep dive research on areas of potential additional investment for PR24
including net zero, trunk mains and replumb London and sustainable abstraction. These topics
were explored with our Customer Voices panel through multi-day online community activities,
each involving a broadly representative sample of around 40 Thames Water customers, five future
customers (non-bill payers aged 18-24) and five business customers (a total of 232 customers)™.
This deep dive research showed that customers were generally supportive of the potential
enhancements to service in 2025-2030. Greater support was given to initiatives impacting core
service delivery: water pipe replacement to improve reliability of supply and reduce bursts and
leakage; and increased sewer capacity to reduce sewer flooding to properties as well as sewer
spills to the environment.

The methodology and research sample for the deep dive on sustainable abstraction is shown in
Figure T - 3 and aimed to seek feedback from customers on the objective to improve the

4 Appendix 3: PR24 Enhancement Area Deep Dives, Verve, March 2022

10
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environment (related to abstracting water) beyond current statutory requirements, and if so, how
quickly.

r methodology: Customers reviewed the topic of sustainable abstraction within the context of

O
a

3-day community.

Objectives:
Scene setiing on the water cycle

» 1.1 Customers were introduced to the
research and the context of PR24

+ 1. 2Anoverviewof the aims of the
research and the concept of abstraction

B

1.3 Customers were probed on their
interactions with and interest in the
natural emvironment

-

1.4 Azseszed customer awareness of the
various sources of water, and challenges
with supply and sourcing

B

1.5 Customers were provided with
information an the water cycle and water
sources, and questioned on their
awareness of the process and impacts
far each

» 2 _1Customers were introduced to chalk
streams and gauged on their intial
rezctions to reductions in abstraction

2 _2 Shawed reductions in abstractions so
far, (inc. River Kennet case study) and
questioned customers on their suppaort
and understanding for this maving
forwards

2.3 Presented options for the next 5
years and asked customers to explain
their level of suppart for each option.
= MN.B. For each possible approach,
customars were provided & descripfion
of each approach, an approximate
wmpact on customer bills from 2025-30

-

.

'3 (24th Feb)

Ohbjectes:
Presenting the options

= 3.1 Customers were presented with
options on the level of reduction for
abstraction, and questioned on their
rESpOnses

* 3.2 Askedtoassess how certain Thames
Wiater should be on the environmental
benefit before reducing abstraction

3.3 Asking customers torank abstraction
amaongstother intistives in terms of
priority

.

5

Research Sample Customer Voices (41) Future customers (5)

Demographics Demographics
This research was designed to capture the diversity of Gender Gender
Thames Water’s customer base izl i itz 2
Female 23 Female 3
Customer Groups Age Social grades
Thames Water Customer Voices panel 41 18-24 1 ABC1 5
Future customers (recruited externally) 5 25-34 8 C2DE 0
Business customers (recruited externally) 5 S J Bty
4554 9 White 3

* 55 customers signed up to complete the research and 51 5564 8 BAME 2
customers completed all questions 65+ 6

*  Specific demographics that we collected from participants Sacial grades M&W%
closely matched that of the Thames Water customer base™ ABC1 26 Baogiohics

. Number of employees

o Future customers (18-24 year olds, non-bill payers) - 2D ik 1015 5
Views from this cohort were sought given that decisions Ethnicity o )
made now will impact on their future White 29 :

BAME 12 2530 !

*  Business customers — Views from this cohort were sought, BT REIESr | e
because even though they don’t pay bills directly to Thames Vulnerabliity status outgoings
Water, their water and wastewater service is still provided Vulnerable™ 7 0-10% 4
directly by Thames Water (and hence impacts their bill) Service type ~10% 1

Clean & Waste 41
* Customer research and sampling approach September 2018’ document, supplied by Thames Water
** Those declaring a personal vulnerability 8

Figure T - 3 Sustainable abstraction deep dive — methodology and sample structure

T.11  The findings are presented in Figure T - 4 and Figure T - 5.

1
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Sustainable abstraction - customers appreciate the progress made by Thames Water so far
and want to see this continue

« Customers are largely happy at the progress Thames Water has made so far but they largely expect
immediate action to further reduce abstraction from rivers and chalk streams {protecting the
environment) while further developing existing and new reservoirs and sources (o meet future demand)

* 90% of customers agree with Thames Water’s plan of areas to reduce abstraction in, with half preferring
for this to be completed 2025-2030 and a third by 2030-2035

« There is some concern at the costs for this though, because of rising bills elsewhere, and some
confusion at why stakeholders arent paying for this. But largely customers see this as a necessary
action at a manageable cost {regardless of which duration they selected), as they feel the benefits to
making this progress (both environmental and to secure a stable water supply) are clear.

= For longer term (2030-2060) abstraction reduction many prefer a ‘medium’ plan, seeing this as
providing meaningful environmental improvements over time with a reasonable end cost to the customer

= Aftitudes towards river protection change somewhat when associated cost impacts are presenied. A
minority still believe that the costs associated with a high level of reduced abstraction are justified

* Dver half do not require complete certainty of environmental benefits to support reduced abstraction,
however a sizeable minority want Thames Water to be ‘completely certain’there would be an
environmental benefit before proceeding with reduced abstraction, believing that to do so otherwise,
could waste customers’ money

10

Figure T - 4 Sustainable abstraction deep dive — the findings

Over half of customers believe Thames Water should reduce abstraction during 2025-2030,
with no preference for maintaining the current level of abstraction

Aim to reduce abstraction Aim for smaller reductions Neither — they should Neither — they should not
in all ofthe areas proposed initially, so all reductions reduce abstraction even reduce abstraction
during 2025-2030 proposed are done by more or in more places
2030-2035 instead
o

% 10%

+ A LbSincrease in yearly *  Those who think it should be * A few customers felt +  All customers felt that
bills sounds affordable to reduced over a longer time Thames Water should go abstraction from
maost, with clear benefits see this as lower priority further in reductions, streams/rivers should

o Errelbremiec ey compared to other initiatives largely dueto the be reduced
happen sooner than *  Others reference the rising perc:en.red environmena|
2095-2030 e T T ey significance of chalk

sesing this as an streams and rivers
urwelcome addition to their
bills

T
n might aiso impact the b

Figure T - 5 Sustainable abstraction deep dive — the findings (2)

In terms of ranking against the other enhancement investment cases, sustainable abstraction was
ranked 7 out of 8 as shown in Figure T - 6.

12
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Customers' relative priority of enhancement areas

A hierarchy of priorities is evident when customers rank eight potentizl enhancement areas (and comesponding senice improvements)

Highest 1 ¥ The replacement of trunk and distrbution
priority mains are priortised highest for
im provement
2 ¥ This is followed by mproving the sewer

network to prevent flooding into homes as
well as mproving treatment works to
prevent spills into mvers

3 Raplace trunk mains (2.9)

Increase sewer capacity (3.8) Raplace distribution mains (3.8)

5 Achieve Met Zero {4.9)

Reduce river abstraction (5.8)

Ranked crder of priority
.

Designated bathing water (5.2)

Lowest ] Thee scores shira in brackests are e mean ok ool of 8 scross dll resporses, The Phass 1 Deepr Dives locked 3l shorlis! of sighl pokifial enforcermen| aress, 232
pricrty resprrees across Al Bee dees dive ressorch oorruniies. Firndings should be ke g indcalive s oskormers e their arsaers on lirnited inforrmoiion, apeeil fon
Fre kepics] bl ey wodd berve just been Exasing o T Plecse e @ ook o e oo elra iniaives ol Toees Pty ool onceriate over 0P85 2000,
rank e inorder of priovidy you dok Tharmes Fer shooll give fevn, for irsdance wibere oo ok Thares: Faer oeed’ jo ooke e ros? improvennenss. So, dhe
e ket il o Thomes watler o feokle shoold fe no T oand e e imporiand oifalive o fen o deokle shoold be oo &7 8

Figure T - 6 Relative priority of enhancement cases

Thames Water’s Vision 2050 and public value

In 2022 we also undertook research on Thames Water’s Vision 2050 and public value helped to
gain insight into customers views on public value, the priority areas and role of Thames Water.
The methodology is shown in Figure T - 7 and headlines messages are shown in Figure T - 8

Overall methodology

- - 3) Uninformed household (HH) and
1) Informed panel customers 2) Informed *fresh’ customers busi (NHH) cstomers

» 60 customers
» Recruited from the Thames Water Customer

Waices pansl

= All clossly representative of Thames Water's

geographic and demographic customer
makeup &5 possible

- A siv-day commurity, T-14% April 2022
= 30-40 minutes of activity per day

— Five days evaluating Vision 2050
- One day evaluating public valus

» Qualitative and ‘semi-quantitative’ outputs,

with customers. undertaking priontisation
exarcizes, identical to the quantitative
=survey, for comparison

= “Infarmmed” by prior research activities,

covening some of the same issues and the

concept of planning for the future
Qualitative anline E&
community

+ 70 customers
- Recruited from external sownces; ess wel

niormed on Thames Water's acthities naving not
unaertaken prior actiibies on the pans

« AN ciossly representaties of Thames Water's

geographic and demographic customer makewp
35 possibie

- Including 20 business and 10 future
customers. {18-24 year olds)

- izenhical activiies and felowork dates to the

Informed panel customers

»  Quantative and ‘semi-guantitative’ cutputs, with

customers undertakng prontisation exsncises,
oentical to the quantitative survey, for
COMpartsan

» Informed’ oy materials presented during tne

community

Qualitative online Z:t?
community

» 600 customers.
= Provided by an extemnal pansl
» Represantstive of Thames Water's customer

base

» 500 household and 100 business customers.
+ 19-277 Apnl 2022

= 10 minute onlfine questionnairs

—  Priontising Vizion 2050 gosls.

- Rating public valus activities

= “Uninformed” due to lack of in-depth materisl

an the izsues [headline outcomes anly)

» Quantitstive outputs only

Quantitative online
survey

3

. 4

! B

Combined reporting highlighting overall findings and individual audience differences

Figure T - 7 Thames Water's Vision 2050 and public value — methodology
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Understand priorities

When should we achieve the Vision 2050
ambitions by? 2050 or sooner?

Generally, customers believe that the timescales for Vision 2050
are reasonable but if possible, would like some to be accelerated

Many customers want the goals to be
achieved as fast as possible. Complexity

Goals the majority of customers wanted to Goals the majority of customers felt were

‘just right’ to be achieved by 2050

of deliverability was not considered in this

research.

Goals related to the environment, while
important, were generally felt to be less
urgent than goals that customers will
benefit from personally

The findings opposite refer to data
collected in the qualitative community
stage only (as not asked in the
quantitative stage)

Goals: [N water

see achieved before 2050 if possible

Guarantee high quality drinking water

Stop all sewage flooding into homes gardens
and businesses

Reduce leakage to below 10%

Keep bills affordable and show that services
are value for money

Fix service issues on the same day
Help reduce disruptive rainwater flooding

Provide an inclusive service that works

for everybody and that everyone can afford,
Provide an easy and personal

customer service, using the latest
technology, for everyone who uses the

Ensure there is enough water for customers
in the future, without taking too much from
rivers and harming the environment

Provide a more reliable water supply

Prevent heavy rainfall from causing sewage
overflows and sewage spills into rivers
Replace all lead pipes

Lead the improvement of rivers in the region
so they become among the healthiest in the
UK

Maximise the green energy produced for
Thames Water and for local communities
Help tackle climate change by becoming ‘net
negative’

- Waste/Rivers service
Create attractive jobs for people in our Help customers to use much less water
B csoner communities + Use the land Thames Water owns to benefit
wildlife and create natural spaces for people
- Energy to visit
Use the land Thames Water owns to create
- Communities Impact ~ r------- oo — oo oo oo oo — oo jobs and housing

1 Both lists ordered by overall importance - highest to lowest

L(order based on all 711 responses to the importance question) ”

Understand their views an

Thames Water role in delivering
public value

Do they think it's Thames Water's role to
deliver public value?

Customers believe it is Thames Water's role to deliver public
"-f"a. ,..(f

= Environment

- Customers believe that in addition to Thames Water's core services, it
should be locking to safeguard the environment where possible, and that
historically, this has been neglected

- Many believe the environmental activities propesed should be camed out
faster if possible
» Customers and communities
- Customers believe that no customer should be without water and
therefore, if they cannot afford to pay, Thames Water and the government
have an ethical obligation to make sure water poverty is abolished

- Many customers comment that Thames Water should receive assistance
from other bodies in areas relating to enhancing local
communities. Delivering public value that benefits communities is not
secn as down to Thames Water alone, and there is a sense that its
contribution should supplement the efforts of central and local
government

= Capability, employees and essential services

— Customers believe that it is Thames Water's role to protect and upskill its
workforce, because otherwise, core water services may not be met

12

Figure T - 8 Thames Water's Vision 2050 and public value — headline messages

Levels of Service

We tested customers’ views on levels of service as part of the research to inform WRMP19 in
terms of water use restrictions and whether the frequency of restrictions that we currently plan
for is about right, not often enough, or too often. Customers told us' that water use restrictions
at their current expected frequency of implementation are not perceived to have significant
impacts on customers’ day-to-day activities. As such customers did not want deterioration in the
levels of service and were broadly happy with current service levels with the exception of more

5 WRMP19 Appendix T, T.25 onwards
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severe restrictions with support for improved levels of service from the current service levels of
1:100 year drought to a 1:200 year drought subject to the bill increase. Beyond this, household
customers place very little weight on further improvements to 1 in 300 and 1 in 500 levels of
service, although there is a greater level of support from non-household customers.

In 2022 Ofwat undertook collaborative research across all water companies to test the 17 draft
common performance commitments. An initial view of customer priorities on the relative
importance (High, Mid, Low) of specific PR24 performance commitments is shown in Figure T -
9. The results in respect of water use restrictions concur, with restrictions on water supply in
response to drought or extended dry periods considered to be of lower importance to customers
than other aspects. Also more stringent restrictions in a severe drought are of more importance
than a hosepipe ban and non-essential use ban. With the dry period experienced in 2021-22 and
water use restrictions introduced in summer 2022 we will test this question with customers as
part of the consultation on the draft WRMP24.

Customer preferences on draft common PCs

17 draft mmmon performance cmmmitments were tested aooss all water cmompanies in Ofwat’s mlzborative research. An initizl view of
austomer priorities on the relatie importanee (High, Mid, Low) of spedfic PR24 performance commitments emerged.

Water PCs Wastewater PCs Environment PCs Customer PCs

Water supply interruption Internal sewear flooding

High
im portance

Middle
importance

Bathing water quality

Souroe: RS Ofarl + COW Clstornes Preser s Respaorch, Apxil 2022,

“Boriversity rrrily auts scros Erierrent and \Gommrity inpact B 86 bt ared i bl custorners rern st ek crrmpariess i Ergiand and Wdess

Figure T - 9 Customer preferences on draft performance commitments

The output of the research cited above is reported in our “What Customers, Communities and
Stakeholders Want (WCC&SW)” document, currently on Version 16 (August 2022).

Collaborative research — South East region

WRSE engaged with customers from across the South East region to inform the development of
the South East regional plan. Thames Water has been able to utilise this regional engagement
in the preparation of our draft plan because we operate in shared geographical areas.

The research was managed through the WRSE Engagement and Communications Board which
has representatives from all the six South East water companies as well as a representative from
the Environment Agency. Members of the water company customer research teams were also

6 Appendix 5: What Customers, Communities and Stakeholders Want v16, August 2022
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engaged to help design and develop the engagement activities, ensuring best practice and
alignment to wider insight activities across the companies.

WRSE established and worked with a rCCG, bringing representatives from the CCW and the
company independent challenge groups, to share and input to the design and approach of the
research studies.

WRSE Phase 1 - Customer preferences to inform long term planning!”

WRSE commissioned ICS/Eftec to seek customers’ priorities for the principles, policies and
solutions that will shape future plans including building resilience, how far the plan goes beyond
statutory requirement for the protection of the environment, the level of ambition for reducing
water use and the potential supply options, sharing resources and the strategic resource options.

The research aimed to draw together wide-ranging customer evidence through a collaborative
programme of work coordinated by WRSE. The research comprised three parts as shown in
Figure T - 10.

Part A: Evidence Review

¢ Insights compiled from PR19,

WRMP19 and recent customer
research.

120 documents submitted by
the ten companies.
Consolidated view of the
customer evidence structured

around: (i) resilience outcomes;

(ii) demand measures; (iii)
supply side solutions; and (iv)
the wider policy context.

Part B: Deliberative Research

e Conducted with household

customers from all ten
participating companies.

e Implemented online between

August 2020 and January 2021
with approximately 80
customers.

¢ Range of discussion topics and

exercises to understand views
on: (i) water resources and the
risk of emergency drought
restrictions; (ii) resilience
planning; (iii) supply and

Part C: Customer Survey

Representative online survey of
customers in the WRSE region
carried out in Autumn 2020 to
measure preferences for: (i)
demand and supply options;
and (i) alternative regional plan
profiles.

Approximately 2,300 household
customers and 350 non-
household customers.

Results are a direct input to the
WRSE regional plan investment
model.

demand options; and (iv)
sharing resources and strategic
options.

Figure T - 10 WRSE Phase 1 Research: Overview of the research

T.22  The key findings were:

e Customers are fully supportive of the collaborative approach to developing the plan in
the South East

e There is a strong expectation that the plan will deliver beyond the minimum
requirements for ensuring long-term security of supply, by reducing the dependency of
the system on the environment and building in additional capacity to ensure against
wider uncertainty and disruption

"WRSE, Phase 1 Research, ICS/Eftec Customer preferences to inform long term water resource planning, March
2021
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e Underlying customers’ views is a willingness to support plans and investments that will
safeguard service levels and the environment for future generations

e Whilst some limited aspects of extreme drought measures (rota-cuts/standpipes) may
be felt tolerable, most restrictions on the use of water that would be in place are
generally not acceptable to customers. Correspondingly, there is support for further
reducing the risk of these measures being needed from the current level of a 40%
chance during a customer lifetime (corresponding to a 1 in 200 level of service)

e Customers recognise that a pragmatic mix of options are required to achieve this.
Leakage reduction, demand measures, and new supply sources are not seen as
substitutes. Rather it is the timing and ordering of options that matters most to
customers. First, companies must get their “own house in order” by reducing leakage
and helping customers to save water. After this, the right supply options for customers
are ones that are reliable, avoid environmental harm, and provide wider benefits
including enhanced local amenity and recreation opportunities

e There is a role for water sharing and transfers if they are an absolute necessity, but in
general the inherent preference is for self-sufficiency within an area rather than
dependency on a transfer-in. Indeed, customers can be uncomfortable with transfers
because there is a perception that these schemes will simply shift water availability
problems around the country rather than dealing with them directly

T.23 Thereis a high level of importance placed by customers on protecting the environment. There is
little support for abstracting more water from the rivers and groundwater in normal circumstances
— for both sensitive habitats and wider catchments — and use of drought orders and drought
permits is seen as a last resort. Only in very extreme drought situations where rota cuts and
standpipes are being considered could the environment be seen as a lower priority than people.

T.24  The summary of the best value plan for customers is shown in Figure T - 11.
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Box E51: The shape of the best value plan for customers

The findings from the research provide a forming view on the key characteristics of the best value plan
for customers. In effect. these represent customers’ expectations or criteria for what an acceptable plan
will feature and the aspects of candidate plan(s) that will likely be the focus of customers” attention.

Protect the environment

For customers, the environment is as equally - if not more - important as the other key outcomes that
the plan can deliver. The plan is as much an opportunity to bring about an improved water environment
through reducing the dependency of the water system on rivers and groundwater, as it is to safeguard

water supplies over the long-term.
The key expectation for customers is that:

# The long-termn plan to secure water supplies and improve resilience of the water system to drought
and unexpected events are not at the expense of the envirenment; and

* Supply cpdons that have a net positive environmental impact and deliver wider public value (e.g.
recreation and amenity) will be preferred. Use of chemicals, high energy use, and other unmitdgated

impacts are key reasons why some options are less favoured.
Minimise risk in the system

For customers, a resilient plan is one that reduces future uncertainty by building capacity into the water
system to deal with future disruption. Insurance associated with overbuilding infrastructure is not a key

concern, with a gypical view that it is "better to be safe than sorry™.
The key expectation for customers is that:

# The long-termn plan will place more weight on options that safeguard supplies and reduce risk of
disrupticn with a high degree of certainty.

Acceptable balance of demand and supply options

For customers there is a wery clear view on the balance of demand and supply options for the plan, and

the order and timing in which they should be implemented.
The key expectation for customers is that:

#  Ensuring the current system is efficient is the starting point. Practically this means reducing leaks
and removing constraints in the water supply network;

* In the short-term efforts will be focused on being more efficient with the water that is currenthy
supplied and helping customers use less water, along with actions that deliver wider benefits and
public value, such as catchment management inidatives; and

*  Dwverthe longer-term new resource schemes will be the cornerstone of the plan because gains from
leakage reduction can only go so far and significant reductions in demand cannot be relied upon.
For supply options the driving preferences are certainty and aveoiding significant environmental
impacts (see above).

Affordable for all

For customers, there is typically a degree of insensidvity to fairly modest changes in bills for investments
that will improwve service levels and reduce the risk of future disruption. There is also a willingness o
pay for investments now to safeguard water resources and the envirenment for future generations. At
present, the main constraint in terms of custemer support and the cost of the plan appears to be that
bills are affordable for vulnerable or low-income households.

The key expectation for customers is that:

# The scale of any bill increase accounts for the needs of vulnerable and low-income houwseholds,

helping to ensure their bills are affordable.

Figure T- 11 Summary of the best value plan for customers
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T.25 These findings'™ informed the development of policy statements on demand management
strategies and confirmed the need to develop a resilience framework.

T.26  The findings specifically in relation to customers’ preferences for demand and supply options

were:

Firstly the current system should be efficient, this means reducing leaks and removing
constraints in the water supply network

Secondly, efforts should be focused on being more efficient with the water that is
currently supplied and helping customers use less water, along with actions that deliver
wider benefits and public value, such as catchment management initiatives

Customers then see the role for new resource schemes After this, the right supply
options were ones that were reliable, avoid environmental harm, and provide wider
benefits including enhanced local amenity and recreation opportunities such as
reservoirs. The engagement provided a hierarchy of preferences for options

Beyond this are the least preferred options that have potentially significant negative
environmental impacts, including increased abstraction and greater reliance on drought
orders and drought permits as short-term measures

T.27  Figure T - 12 shows the option preference weight for household and non-household customers
across the South East. The findings informed the development of a customer preference metric
to use in the best value plan programme appraisal.

Household (2,295 respondents) Non-household (365 respondents)
LEAK [ 5.34 I LEAK | 3.53
IMPRO | 2.66 — EFFIC | 2.2 I—
erFic | 2.55 METER | 2.16 [
METER | 2.25 I GREYW | 2.12 I——
CATCH | 1.97 I CATCH | 1.9: I—
TARIFF | 1.8 I TARIFF | 1.95 H—
Greyw | 1.8 R IMPRO | 1.80 —
RESER | 1.69 M STORE | 1.48 B—
RECY-H J1.25H RECY-1 ] 1.42 =—
INTRA | 1234 RECY-H 139 3F—
STORE J 1201 RESER 136 94—t
RECY-1 [ 1.01 INTRA _ 1.04 =
ABSTR | 1.00 ABSTR | 1.00
INTER | 0.57 DESAL | 0.72)
DESAL | 0.46 DROUG | 0.46
DROUG | 0.42 INTER | 0.43
-1.00 1.00 3.00 5.00 7.00 -1.00 1.00 3.00 5.00 7.00

Notes: Preference weights are odds ratios calculated from MXL dummy coded model, see Appendix G.1.1 (household) and
G.1.2 (non-household). Base case - “Taking water from rivers and groundwater” (ABSTR: OR = 1). Colours refer to the broad
themes: efficiency [yellow]; demand [purple]; environment (positive) [green]; resources and transfers [blue]; and
environment (negative) [orange]. Outlines indicates that the option is not considered statistically different to ABSTR (i.e. the
base).

Figure T - 12 Option preference weights from customers in the South East

'8 Customer Preferences to Inform Long-term Water Resource Planning, Synthesis of Findings — Summary Report for
WRSE, Eftec & ICS, March 2021
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T.28  The results for the Thames Water customers broadly reflected those of the wider South East as
shown in Figure T - 13.

Thames Water

LEAK I -2
IMPRO I 2.7
EFAC I 0.1
CATCH M 1.8
TARIFF I 1.7
METER IR 1.7
GREYW NI 1.4

STORE 1 1.2

RESER 1 1.2
RECY-H 3 11

ABSTR IR 1.0

INTRA 1 1.0

RECY-l 1 0.9

INTER HEE 0.5

DESAL HH 04
DROUG W 0.3

0.0 1.0 20 3.0 4.0

Figure T - 13 Option preference weight for Thames Water

T.29  Thefindings specifically in relation to the potential plans for the region and customers preferences
for plans showed that they supported an enhanced plan over a least cost plan, and that the most
important aspects are:

Buffer to cope with potential disruption: a plan that provides a buffer is more likely to be
preferred by a larger proportion of customers

Flexibility to deal with future changes: a plan that provides a degree of flexibility in the
future is more likely to be preferred by a larger proportion of customers

Protection of the environment: a plan should protect the environment, ensuring that a
plan has a positive impact (or less likely to have a negative impact) on the environment.
Overall, it appears that customers see the plan as an opportunity to safeguard the
environment, as much as it is to ensure water supplies over the long-term

Balance of the supply and demand measures: a plan should have a good balance of
both increasing the supply and reducing the demand of water in line with the hierarchy
of preferences concerning the timing of different types of option

Value for money: whilst the alternative plans tested in the survey were not strongly
differentiated in terms of impact on customer bills, some respondents did base the
choices on value money considerations. This was particularly important for respondents
in lower socio-economic groups and those dependant on water
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e Impact on lifestyle: for some customers it is likely that minimising the impact on the use
of water by households will be an important consideration

The research also provided useful information to guide future engagement in terms of the type of
information customers wanted to see and the importance of framing the discussions, as well as
explaining the full scheme composition and how the scheme fits within a wider plan.

WRSE Phase 2 - Determining 'best value' ®

WRSE commissioned Eftec to seek customers’ views on the prioritisation of the strategic
objectives and criteria which are used to reflect a range of outcomes and benefits associated with
an enhanced plan including resilience, environmental impacts, biodiversity, and wider socio-
economic and customer benefits. An output of the study was to provide customer preference
weights for the WRSE best value criteria.

The research was implemented through a representative online survey of household customers
in the South East, with 309 respondents representing all six WRSE companies completing the
survey. A choice modelling approach was used to estimate the preference weights for the best
value criteria. Customers were segmented by age, socio-economic group and gender.

The main results are presented in Figure T - 14 and show that customers place more weight on
the delivery of a secure supply of water, followed by cost or environmental improvements, and
then resilience and these criteria were given more weight than the customers preferences for the
options. Here is the “tiering” of customers’ priorities for the regional plan outcomes:

e Top priorities: foremost to ensure the long-term security of supply in the region, both for
public supply purposes and other sectors. Ranking just below this are the key
considerations for improving the efficiency of the water supply system in terms of
reducing leakage and reducing its dependency on sensitive habitats and groundwater
sources, along with the cost and customer affordability constraints for the plan.

e Mid-tier priorities: feature several dimensions of the performance of the plan relating to
wider environmental impacts, reducing demand for water, and improving resilience to
extreme events.

e Lower priorities: include wider aspects of the resilience of the water supply system,
including minimising the risk of emergency drought restrictions, along with balancing the
carbon impact and the mix of options used.

9 Best Value Criteria — Customer Research for WRSE, Eftec, May 2021
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Figure T - 14 Customers’ preferences for best value criteria

WRSE used the criteria and the weights customers set out and have judged each of the modelled
regional plans against them. This provided an indication of which of the modelled regional plans
are meeting the customer expectations and which ones aren’t. Our dWRMP24 inherently takes
account of these preferences by reflecting the regional plan.

Collaborative research - Strategic resource options

Engagement and research has been undertaken to inform the development and future design
and promotion of the strategic resource options (SROs) being investigated by Thames Water and
other water companies who will share the infrastructure. The research studies were undertaken
as a collaboration across a wider grouping of strategic resource options (11). Two research
studies were commissioned as follows:

e How a scheme of such significant scale could deliver wider public value, not only for the
community in which the scheme was delivered but at a national level. We wanted to
understand customers’ support and willingness to pay for such benefits and whether this
was dependent on scheme type and distance from the customers impacted

e The impact a change in water source would have on those customers who received it,
identify the concerns they would have and how we, as water companies, could
communicate the changes

Providing wider benefits?°

The study was designed to explore customers’ preferences on the wider benefits that could be
included as part of new water infrastructure development and how much customers would be
willing to pay for the added benefits.

The objectives of the research were to understand:

e What added value customers perceive is important as part of infrastructure
development, to understand preferences for the added value (and if those preferences
change depending on the geographical location/type of scheme)

e How much are customers prepared to pay

20 Customer preferences on added value for large resource schemes, Accent & PJM economics August 2022
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e What language should be used to explain the added value

The research was a multi-stage programme of research and involved a literature review,
qualitative and quantitative analysis. It was conducted jointly by research agencies, Accent and
PJM Economics, both MRS registered and specialists and recognised in the water industry for
this type of economic-led engagement.

The literature review identified that despite a large set of guidance documents and frameworks
the concept of public value is not fully and universally embedded in the water companies' culture
and there is little empirical evidence on perceptions and preferences regarding public value in the
UK water sector.

The qualitative phase of the research involved a reconvened method to introduce and explore
generic ‘Public Value’ and then test what is important for large infrastructure projects within the
water industry. There were 24 online Zoom groups with household, non-household and future
customers across six water companies as shown in Figure T - 15.

f@\fo“\f’@\f’o\

Liveminds 200m Liveminds Zoom
Sewies of homework tashs Prowvidie general response to Public Sevies of homework tasks Prosvide specific response to “Public
dessgraed (o introduce Public Vahoe' using National Highways desagreed 1o thare different water alue for specific waler
Vialue terminology and prepore case study & 8 gabeway o eqplone coumpadry infrastructune projects nfrastructure projects
particapants for disoussion

|
Decoding Public Value 1 Reservoir
| Water trastment warks
| Water pipelines
I

Canals

Branging Public Value to Life

Ky T

\_ AN J N\

Figure T - 15 Public Value research: Overview of the qualitative phase

The quantitative phase engaged 5,902 household customers and 553 non-household customers
through online and face to face interviews and the data were weighted to UK census data
(households) and UK business population estimates (non-households) to be reflective of the
population. The quantitative research focused on estimating customer willingness-to-pay (WTP)
valuations of 26 possible project additions at potential new water supply sites via a stated
preference survey. The survey included a pairwise choice exercise?’. to obtain willingness-to-pay
values for each of 26 project additions (economic, social, or environment). It also included a
contingent valuation exercise providing a measure of maximum WTP for project additions in total.
The following types of site were covered: reservoir; canal to transfer water; pipeline to transfer
water and a treatment works. The distance from the participants' location to the sites was a part
of the scenarios shown and was specified as either local (five miles) or far away (50 miles).

In both the qualitative and quantitative work, environmental project additions were valued highly
and there was a high emotional resonance with these additions and the narrative of supporting
wildlife/new wetlands/habitats is consistent across all the customers who participated.

2! Pairwise choice exercises and contingent valuation exercises are recognised statistical methods for understanding customer
preferences through a survey.
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T.43  The top three most highly valued project additions by households were:

e 'Specialist habitats created for wildlife' (£3.87 annually, on average)

e 'New wetland area' (£3.24 annually, on average)

e 'Space provided for sustainable agriculture' (£2.61 annually, on average)

Specialist habitats created for wildlife

e £3.87

New wetland area I £3.24
Reduced flood risk to surrounding area IO P pa—  £2.04
Walking paths, Boardwalk, Bridleway and Cycle trail _— £2.52
Beach area Pr— + £241
Wildlife viewing platform, Bird watching facilities P + £2.31
Links to bus and rail stations _— £1.34
Outdoor BBQ/picnic fadlities fi— « £1.32
Shop selling sustainable products and gardening materials _— £1.15
s Sensory garden/space for those with learning difficulties == £1.08
g Land-based recreation/amenities = £1.06
Restaurant/café/welfare facilities = £0.94
Education/training/research facility = £0.90
Water sports facilities, e.g. sailing, paddleboarding == £0.85
Conference centre —— « £0.77
Visitor centre = £0.48
Children’s playground —_ + £0.22
Campsite — £0.11

Space provided for sustainable agriculture

I £2.61

A quarter of all employees are local I £2.30
One in every 50 jobs created will be an apprenticeship | et —— ] - £1.61
Café with locally sourced food T £1.33
Fish ponds created, with public access e} « £1.22
Irrigation reservoirs to improve local farmland N £0.74
Links to heritage and local history, through signs at the site & + £0.08
Increased visitor numbers, with economic benefits - -£0.41

-£0.5 £0.0 £0.5 £1.0 £15 £2.0 £2.5 £3.0 £35 £4.0 £45 £5.0

Base: 5,902 participants. Annual WTP in terms of a higher water bill for project additions at sites five
miles from home (weighted estimates). The error bars show 95% confidence intervals calculated using
the delta method.

Figure T - 16 Public Value research: A summary of Willingness to Pay values across all types of
schemes for household customers
T.44  The biggest variation in the qualitative work was by project type. This is consistent with the
quantitative work where valuations of project additions differ considerably across different types
of sites and by distance, while the extent of variation across companies is small.

T.45 In the quantitative work, overall, project additions at treatment works were valued most highly,
followed by reservoirs, canals, and pipelines. This could be due to reservoirs/canals being

naturally more positive/pleasant.

T.46  Qualitatively, people felt that the social project additions at water treatment works would be less
valuable because they would be unlikely to want to visit, but environmental and economic benefits

were supported.

T.47  The Wilingness To Pay (WTP) for a 'package' of project additions was lower than the sum over
individual project additions, indicating that capping may be needed for individual project additions

to ensure that total WTP is not exceeded.
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These findings will help inform the further development of the design stages for the SROs to reflect
the preferences of our customers.

The research has provided important insight to inform the design of the new water resource
schemes ensuring the opportunities to provide public value are considered in the early design
stages of the schemes and the nature and extent of the added value is in accordance with their
preferences.

The full research report shows the details of the materials shared with customers and detailed
findings.

Potential changes to the source water for customers water supply?

Changing the source of the water customers receive through their taps, whether through
geographical redistribution, development of new sources, or recycling, will be an outcome of
balancing supply and demand across the South East. We need to be confident that we understand
how customers interpret and respond to the different water source changes that may form part
of our water network in future.

This was a collaborative project across 11 strategic resource options designed to explore
customers’ views on potential changes to the source of their drinking water supply and the
information and communications that they would want to receive in relation to such a change.

This research was undertaken by Britain Thinks, a leading UK, MRS registered, market research
agency.

The research comprised three stages: a review of the evidence base on source changes, both
nationally and internationally; and a qualitative review of customer views, including product testing
and the co-design testing of a communications framework; and a quantitative research phase.

The study involved 96 customers in the qualitative phase, spending a full day learning about and
exploring the various options for water supply and transfer and discussing their views. They were
then re-engaged online to help co-design a communications framework. This was tested with
1,762 customers and 198 non-households, during a quantitative phase, of which 436 customers
were Thames Water customers. The methodology is shown in Figure T - 17.

Qualitative research phase Quantlt?;::‘\;es;esearch

96 household customers across the 6

Including scoping companies, including Gen Z and vulnerable 15-minute online survey
interviews with each customers with 1,762 household and
consortium and a rapid customers for robust
evidence review of Product testing session Deliberative session on segmentation and
relevant data with water samples water sources validation of findings
Deliberative session on Product testing session
water sources with water samples

Communications sessions: strands A&B
mixed

Figure T - 17 Water sources research: Methodology overview

Britainthinks

22 Water Club: Changes of source, Britainthinks, June 2022.
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T.56 The key findings were:

Water is a low salience topic, with customers indicating a low level of awareness and
understanding of issues relating to it. This, in part, is driven by general satisfaction with
the customer experience of water, in terms of taste, smell and hardness

Customers also have low awareness of water scarcity, and, whilst all take steps not to
‘waste’ water, most are not actively trying to reduce their water consumption.
Information on the topic is easily understood, however, this is not always enough to
unseat long-standing perceptions that water is abundant in the UK

Customers believe that water companies should be taking steps to respond to the issue
of water scarcity now and recognise that a mix of demand and supply-side solutions are
required. However, there is a general desire to see water companies implement
demand-side options first, including fixing leaks and educating customers

When prompted, customers assess water source options by balancing efficacy
(including reliability) and the cost and time commitments associated with the change.
There is also an expectation of water companies to evaluate options through this lens

Customers say they are unlikely to engage with communications on source change, and
taste tests indicate that most are not able to detect differences at the level that might be
expected in a source change. However, there is still a need to communicate to explain
the rationale for the change, alleviate taste concerns and provide clear guidance on the
impact

In terms of communication, overall, the ‘human’ frame (explaining the impacts of the
change in terms of how it impacts the customers’ daily use, e.g. taste, limescale etc)
combines the qualitative and quantitative findings together the most effectively.
Quantitatively, environmental and human framings are slightly preferred to practical
framings to communicate a water source change, however, in qualitative sessions,
environmental framing is felt to lack impact, indicating that, overall, human framing
works best

Most household customers want initial notification three to six months in advance of the
change, although non-household customers are more likely to want an earlier
notification of a change. Most respondents then want to be reminded again of the
change, at a point closer to the time, but generally only once

An email message and a letter, separate from the water bill, are the preferred forms of
communication about source changes, consistent across sources. Most customers
claim they would click through to look at additional information. Whilst this number may
be lower, providing comprehensive information to those who may want it is key

Of those who are more inclined to visit a website for further detail on the change, there
is an expectation that this would include a wealth of comprehensive information. This
includes detail on bills, taste, the process, the reason behind the change, safety,
environmental impact, and information from an independent source

Whilst there is a need to communicate on any source change, water recycling and
desalination need more engagement due to a higher level of spontaneous concerns. For
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water recycling, these concerns are centred around taste, hygiene and safety. Figure T -
18 shows source-specific findings

Key source-specific findings

Key concemns for Water Recycling centre on safety, quality and the environment, with many customers
being particularly focused on the 'yuck’ factor of the source which can be hard to overcome. When
given more information on the process customers express concerns around carbon emissions and
energy intensity of the processes involved. In terms of communications, customers indicate an equal
preference for either environmental or human framings.

Desalination is a less well-known and understood source compared to others. Although praised for its
reliability, Desalination is ultimately judged to only be suitable in emergency scenarios given the
‘intense’ construction and running process. In terms of communications, customers indicate a
preference for the human framing.

Concerns about Water Transfer stem from comprehension issues and worries about quality and the
environmental impact, however, generally customers are favourable towards it as a source option,
seeing it as a logical solution to regional water scarcity. Communications should address
environmental and taste concerns directly. Customers do not generally have high comprehension of
water transfer schemes and so do not express strong preferences for pipe or canal based schemes

Reservoirs benefit from their familiarity in the UK, with attitudes being generally favourable to them.
However, customers do raise concerns in terms of costs, lead times and the impact of construction. In
terms of communications, customers indicate an equal preference for either environmental or human
framings.

Britainthinks

Insight B Sirviegs

Figure T - 18 Water sources research: Source specific findings

T.57

One of the key outputs from this research was a commmunications framework which took all
the learning to produce a practical tool to use when we do decide to change a water source, and
the language, framing and timing of communications we should employ. Figure T - 19 shows the
key implications for communications for water recycling, with similar information provided for
desalination, water transfers and reservoirs.

Water Recycling | Key implications for communications

WHO

‘Water companies are
seen as a logical key
messenger on this
topic.

References to ‘quality
control’ processes
(e.g. high standards)
offer reassurances of
safety and the implicit
involvement of a
regulatory body /
appropriate safety
protocols.

Specific external
'voices, such as Public
Health bodies or
Regulators, should be
mentioned with care as
these can actually
raise alarm.

WHAT

Offer reassurances,
particularly in relation
to drinking water, to
address poor safety
perceptions.

Reiterate that water
reuse is
commonplace across
the UK, in order to
help to normalise this
source option.

Avoid detail on
unfamiliar and
technical processes
as these can be
confusing, and can in
fact raise further
questions or
concerms.

Figure T - 19 Water sources research:

HOW

Adopt a calm tone of
voice, communicating
in a ‘neutral’ manner
to help convey a
sense of calm and
‘business as usual’.

Avoid alarming

language, such as

terms more easily

associated with

‘unsafe’ aspects

should be avoided,

such as:

+ Sewage

+  Waste

+  Industrial
products
Chemicals

WHERE

Keep initial contact

concise, with shorter
pieces of information

working well for direct
communications.

Direct customers
elsewhere for further,
more detailed,
additional information
(e.g. weblink, contact
numbers).

Streamline
communication,
providing updates on
source changes
alongside other forms
of direct contact to
increase the
opportunity of cutting
through (e.g. emails,
bills).

Private & Confidential

WHEN

Communicate
sooner to the time
that the change will
oceur if local
construction works are
planned (e.g. building
a recycling plant in
customers’ local area).

Provide a timeline of
future key
communication points
if a large-scale local
construction is
planned, in order to
offera sense of
consistency and clarity
to the project.

Britainthinks

Iusiht & Srsiegy

Water recycling key implications for communications
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Communicating about water recycling with London customers %

The research on source water changes undertaken with Britain Thinks highlighted that water
recycling evokes the strongest negative response form customers, largely driven by safety
concerns. We then explored this further with customers in London and undertook a focused
research study with our online customer community to test the acceptability of water recycling
and the communications they would want including the format and scope of the information to
ensure they would be informed and confident in the safety and quality of their water supply if water
recycling was used in the future. This was an aspect that was specifically raised by DWI to ensure
successful promotion of recycling schemes if they are taken forwards.

This research was undertaken by Verve, a leading UK, MRS registered, market research agency.
The methodology is presented in Figure T - 20.

Methodology and sample

Three-day online pop-up community with London WRZ What we asked our community members...

customers

The community took place 14th - 17th June 2022 Day 1 Introductions and look at primary
&0 participants, communlcatlcn
31 female and 23 male Participants completed activities designed to encourage a natural
Spread of ages between 20 and 735 years oid response (such as answering quickly or recaliing the message

Spread of social g
Mix of sttitudes. tow wstar quality and water scancity
2T from BME backgrounds

Geographical spread across London

from memaory)
Participants also asked to keep a diary of any communications
they recene

Day 2 discussion topics

What we did... +  Other versions of the communication were shared 2nd
Participants were splt into three groups and shown a different participants were asked to decide which one they find the most
communications that were designed to test a different messaging impactful

framework. They were then briefly shown three other versions to

feedback on. The letters were colour eoded to avoid order bizs and Da)r 3 discussion topics

were rotated (however the ‘wildcard’ message was alwa

ays shown last) Cammumc:ﬂan diaries discussed to understand what messages

Participants also kept a rough diary of communications there were
sent via post, email and social mediato understand what type of
messaging they are most kely to engage with. All activities w
private to avoid group think

Figure T - 20 Water recycling testing communications: The methodology and sample

The research highlighted that all messaging needs to feel honest in the current culture of
misinformation and untruths; the communications need to be clear and simple to avoid
misunderstandings and communicating as early as possible will give people with concerns the
most time to adjust; the 3 key areas that are important to customers are:

e What is the situation — London could potentially experience an interruption in water
supply if we take no action

e What is the solution — A clear explanation of water recycling and what that involves

e What are the consequences — What this means for individuals, the wider community
and the environment

A summary of the findings is shown in Figure T - 21.

23 Thames Water, Customer Voices, Water recycling, Verve, June 2022
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Executive summary

An effective communication combines honest information and reassurance

Messaging needs to feel honest in Water recyding is a difficult

order to be believed

+ In an age of misinformation,
customers have become more
sceptical and will scrutinise
messages more thoroughly
before they are believed

» Messages about their water
supply are only likely to be
accepted if they feel genuine
rather than seemingly hiding the
truth

= For this message, customers
want to know what the problem
is, what is water recycling and
how will it affect them and where
they live

concept to understand

+ Customers are likely to only have

a basic understanding cf how the
water cycle works

* Intreducing a change tothat

means careful explanation using
non-ambiguous language to
aveid misinterpretation

= Failure to explainin a clear and

transparent way leads to
misunderstanding and potential
spread of misinformation

+ Knowing what impact water

recycling has on individuals is
likely to be a prionty therefore

» Therefore, clear messaging

detailing how things may change
for people is key to reassure and
avoid upset

» Key questions for those most

unhappy with the concept of
water recycling are ‘will it taste
good', ‘isit safe’, ‘will itimpact my
bill" and ‘will it impact the
environment'

10

Figure T - 21 Water recycling: A summary of the framework for effective communications
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